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ANNUAL  REPORT  ON  THE  FINANCES 

Treasury  Department, 
Washington,  May  15,  1968. 
Sirs  :  I  have  the  honor  to  report  to  you  on  the  finances  of  the  Federal 
Government  for  the  fiscal  year  1967.  The  main  text  of  this  report  con- 
sists of  a  detailed  review  of  Treasury  fiscal  operations  and  admin- 
istrative reports  of  the  offices  under  my  supervision  during  the  fiscal 
year  1967,  along  with  supporting  exhibits  and  statistical  material. 
This  brief  general  introduction  reviews  the  major  fiscal  and  financial 
developments  that  have  taken  place  since  the  time  of  my  last  report 
in  early  1967. 

Overall  Review 

During  the  calendar  year  1967,  the  economy  successfully  weathered 
a  sizable  inventory  adjustment  and  resumed  its  rapid  rate  of  advance. 
By  early  1968,  the  economy  was  entering  its  eighth  successive  year  of 
expansion — the  longest  in  our  history.  There  was  every  indication 
that  this  unparalleled  advance  could  be  sustained.  However,  it  was 
increasingly  clear  that  an  additional  degree  of  fiscal  and  financial 
restraint  would  be  required  in  order  to  insure  the  continued  strength 
of  the  dollar  at  home  and  abroad.  A  major  objective  of  policy  would 
be  to  reverse  decisively  the  trend  toward  larger  deficits  in  our  internal 
budget  and  in  our  international  balance  of  payments. 

Delay  in  enacting  the  President's  tax  program  threatened  to 
swell  the  Federal  budget  deficit  to  inappropriately  high  levels.  In 
terms  of  the  new  unified  budget  concept,  the  fiscal  1968  deficit  was 
estimated  in  January  1968  at  $22.8  billion  in  the  absence  of  tax 
action.  It  was  further  estimated  that  the  fiscal  1969  deficit  would 
decline  only  slightly  to  $20.8  biUion  if  no  tax  action  were  taken. 
With  the  economy  at  a  high  level  of  employment  and  sho^ving  strong 
inflationary  tendencies,  it  was  clear  that  back-to-back  budget  deficits 
in  excess  of  $20  billion  could  exert  a  seriously  destabilizing  influence. 
Therefore,  the  January  1968  budget  included  legislative  proposals 
to  raise  an  additional  $16  billion  in  revenue  during  fiscal  1968  and 
fiscal  1969.  This  would  reduce  the  fiscal  1968  deficit  to  $19.8  billion 
and  the  fiscal  1969  deficit  to  $8  biUion. 

The  other  deficit  requiring  corrective  action  is  in  our  international 
balance  of  payments.  During  1965  and  1966  the  payments  deficit 
was  held  below  $1.5  billion  despite  the  drains  occasioned  by  our 
expanded  commitment  to  the  defense  of  freedom  in  Southeast  Asia. 
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In  1967,  the  deficit  widened,  particularly  in  the  fourth  quarter,  and 
reached  $3.6  biUion  for  the  calendar  year  on  the  liquidity  basis. 
Prompt  action  was  needed — -and  is  being  taken— to  shrink  the  deficit. 
The  action  program  announced  by  President  Johnson  on  January  1, 
1968,  was  designed  to  achieve  balance-of-payments  savings  of  up 
to  $3  biUion. 

Domestically,  there  was  a  marked  contrast  in  the  pace  of  economic 
advance  between  the  first  and  second  half  of  calendar  year  1967. 
In  the  first  half  of  the  yesiT,  inventory  investment  fell  from  an  annual 
rate  of  $183^  billion  to  nearly  zero,  but  final  sales  rose  strongly  and 
prevented  the  inventory  adjustment  from  causing  a  downturn.  In 
the  second  half  of  the  year,  with  the  inventory  adjustment  completed 
and  housing  continuing  its  recovery,  the  economy  moved  ahead 
briskly.  Growth  in  production  was  interrupted  only  temporarily  by 
work  stoppages. 

This  pattern  of  a  relatively  slow  first  half  year  followed  by  a  much 
stronger  second  half  had  been  anticipated  and  plans  were  made 
accordingly.  In  the  first  half  of  calendar  year  1967,  a  policy  of  mone- 
tary ease,  instituted  late  in  1966,  was  complemented  by  a  degree 
of  fiscal  support.  The  moderate  tax  increase  proposed  by  the  Presi- 
dent in  January  1967  was  not  to  be  effective  at  once  but  only  after 
the  first  half  of  1967.  As  the  pace  of  the  economy  slowed  in  the  first 
half  of  1967,  the  Federal  budget  swung  into  a  deeper  deficit  position. 
This  stimulative  effect  of  a  larger  deficit  was  temporarily  desirable 
in  view  of  the  sharply  declinmg  pace  of  the  economic  advance.  Rising 
levels  of  Federal  expenditure  bolstered  final  sales  while  the  steep 
inventory  adjustment  downward  was  running  its  course. 

Ideally,  there  would  have  been  a  sizable  swing  back  toward  fiscal 
restraint  in  the  second  half  of  the  calendar  j^ear  as  the  economy  began 
to  move  ahead  more  rapidly.  Tax  action  was  recommended  by  the 
President  early  in  August  1967,  with  the  increases  to  be  effective  from 
midyear,  but  there  was  no  congressional  action  on  the  President's 
proposals.  Late  in  the  year,  expenditure  cuts  in  specific  programs 
totahng  $4.3  biUion  were  achieved,  as  a  result  of  joint  congressional 
and  executive  action.  But,  in  the  absence  of  congressional  action  to 
raise  taxes,  the  budget  continued  to  run  in  heavy  deficit  in  the  second 
half  of  1967  and  early  1968,  at  a  time  when  the  economy  was  not  in 
need  of  fiscal  stimulus  but  would  have  benefited  greatly  from  a  shift 
toward  restraint. 

The  resumption  of  strong  growth  in  the  second  half  of  1967  was 
accompanied  by  a  sharp  advance  in  prices.  For  example,  the  compre- 
hensive GNP  price  deflator  rose  at  a  3.8  percent  annual  rate  in  the  second 
half  of  the  calendar  year,  in  contrast  to  about  2}^  percent  in  the  first 
half.  The  rise  in  the  consumer  price  index  followed  a  similar  pattern. 
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On  a  year-to-year  basis,  the  price  record  appeared  more  favorable, 
with  consumer  prices  actually  rising  shghtly  less  in  1967  than  in  1966. 
However,  the  faster  rise  in  prices  during  the  second  half  of  1967,  which 
continued  in  early  1968,  was  definitely  cause  for  concern.  It  threatened 
to  disrupt  the  domestic  expansion  and  to  impair  our  international 
competitive  position.  In  his  February  1968  Economic  Report,  President 
Johnson  emphasized  the  need  to  make  a  decisive  turn  back  toward 
price  stabihty  and  stated: 

"Therefore,  in  addition  to  urging  prompt  action  by  the  Congress  on 
my  tax  proposals,  I  must  again  urge — in  the  strongest  terms  I  know — 
that  unions  and  business  firms  exercise  the  most  rigorous  restraint  in 
their  wage  and  price  determinations  in  1968." 

Both  cost  and  demand  pressures  were  contributing  to  the  faster 
advance  in  prices  in  late  1967  and  early  1968.  The  strengthening  of 
demand  in  the  second  half  of  1967  was  clearly  mirrored  in  an  upward 
movement  of  prices.  From  the  cost  side,  strong  pressures  were  being 
exerted  by  a  faster  pace  of  advance  in  hoiu-ly  compensation  than  in 
productivity.  In  tiu-n,  this  reflected  the  earlier  upsurge  of  demand 
in  late  1965  and  1966  which  upset  the  balance  of  the  expansion. 

From  1961  to  1965  the  rise  in  average  hourly  compensation  in  the 
total  private  economy  only  slightly  exceeded  the  gain  in  output  per 
manhour  and  unit  labor  costs  were  relatively  stable.  In  manufac- 
turing there  was  actually  a  downward  drift  in  unit  labor  costs  as 
productivity  gains  exceeded  the  rise  in  employee  compensation. 
This  pattern  was  broken  after  1965.  During  1966,  when  total  demand 
pressed  heavily  against  the  economy's  short-run  productive  capacity, 
there  was  a  sharp  rise  in  hourly  compensation  of  nearly  7  percent. 
In  1967,  the  average  rise  feU  back  slightly  to  about  6  percent  but 
productivity  gains  slowed  abruptly  to  around  Iji  percent.  As  a  con- 
sequence, between  1966  and  1967  there  was  a  rise  in  unit  labor  costs 
of  roughly  4}^  percent  for  the  total  private  economy  and  of  about  5 
percent  for  the  manufacturing  sector. 

In  the  presence  of  these  cost  increases,  it  would  be  particularly 
important  dm"ing  1968  and  beyond  to  insure  that  the  situation  was 
not  further  aggravated  by  an  excessively  strong  rise  in  demand. 
Another  burst  of  demand  could  further  prejudice  the  prospects  for 
an  early  return  to  relatively  stable  prices  and  seriously  impede 
progress  toward  balance-of-payments  equilibrium.  As  it  was,  an 
earlier  pattern  of  cost-price  stability  had  been  temporarily  disrupted 
and  the  potential  for  further  inflationary  developments  had  been 
increased. 

The  U.S.  balance-of-payments  position  and  the  continued  stability 
of  the  international  financial  system  were  becoming  increasingly 
important  factors  in  the  determination  of  U.S.  fiscal  and  financial 
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policy.  Botli  our  international  and  domestic  ilnancial  ])()si(ions  would 
be  strengthened  through  the  apj)lication  of  an  extra  degree  of  fiscal 
restraint.  There  was  no  conflict  between  the  policy  prescription  for 
the  domestic  economy  and  the  balance  of  payments.  In  each  case, 
the  situation  called  for  higher  taxes  and  further  deferment  and  reduc- 
tion of  lower  priority  Federal  expenditures. 

Tax  Policy 

The  major  tax  developments  since  the  time  of  ni}^  last  report 
have  been  the  restoration  of  the  investment  tax  credit  and  a  continu- 
ing effort  to  obtain  legislative  approval  of  a  temporary  increase  in 
income  taxes.  Fuller  details  on  these  and  other  developments  in  tax 
policy  during  the  fiscal  year  1967  are  provided  on  pages  28-39  of  the 
accompanj-ing  report. 

Temporary  suspension  of  the  investment  tax  credit  was  a  key 
element  in  the  President's  anti-inflationary  program  presented  in  a 
special  message  to  the  Congress  on  September  8,  1966.  Rapid  ex- 
pansion of  plant  and  equipment  programs  had  led  to  growing  order 
backlogs  and  heavy  pressure  on  the  financial  markets.  The  September 
8  program  included  the  following  steps:  Reduction  in  lower  priority 
Federal  expenditures;  a  proposed  temporary  suspension  of  the  7- 
percent  investment  tax  credit  and  accelerated  depreciation;  and 
special  efforts  to  lower  interest  rates  and  to  ease  the  inequitable 
burden  of  tight  money.  The  announcement  of  this  program  and 
prompt  action  by  the  Congress  and  the  financial  regulatory  agencies 
led  to  a  much  better  financial  environment.  The  special  investment 
incentives  were  temporarily  suspended  under  the  terms  of  Public 
Law  89-800,  effective  as  of  October  10,  1966. 

While  temporary  suspension  of  these  investment  incentives  A\as 
essential  under  the  special  circumstances  of  late  1966,  it  was  made 
clear  at  the  time  of  their  suspension  that  tliey  continued  to  be  re- 
garded as  a  valuable  permanent  structural  component  of  the  tax 
system  and  would  be  restored  as  soon  as  possible.  On  March  9,  1967, 
President  Johnson  did  request  the  restoration  of  the  investment  tax 
credit  and  the  use  of  accelerated  depreciation  for  buildings,  ])ointing 
out  that  in  the  previous  6  months  the  temporary  suspension  had  done 
the  job  it  was  designed  to  do. 

Legislation  restoring  the  investment  incentives  was  passed  by  the 
House  of  Representatives  on  March  14.  There  was  ])rotracted  debate 
on  the  Senate  floor,  not  on  restoration  of  the  investment  incentives, 
but  on  proposed  amendments  to  the  Presidential  Election  Campaign 
Fmui  Act  of  1966.  The  bill  was  finally  passed  by  the  Senate  on  May  9 
and  signed  by  the  President  on  June  13,  1967,  with  restoration  of  the 
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credit  effective  as  of  March  10,  1967.  Details  of  the  legislation  are 
discussed  on  pages  29-31  in  the  main  text  of  this  report. 

The  initial  proposal  for  a  general  increase  in  income  taxes  was 
made  by  President  Johnson  in  his  state  of  the  Union  message  of 
January  10,  1967.  He  called  for  a  siu"charge  of  6  percent  on  both 
individual  and  corporate  income  taxes  to  last  for  2  years  or  so  long 
as  the  unusual  expenditures  associated  mth  our  efforts  in  Vietnam 
continue.  The  temporary  surcharge  was  to  be  effective  from  July  1, 
1967. 

As  revised  estimates  of  revenues  and  expenditures  made  it  clear 
that  the  budget  deficit  would  be  much  larger  than  had  been  antici- 
pated in  early  1967,  President  Johnson  requested  on  August  3,  1967, 
that  the  surcharge  be  raised  from  6  percent  to  10  percent.  Aside  from 
the  recommendation  for  a  10  percent  surcharge,  the  President  repeated 
his  January  1967  recommendations  for  a  further  speedup  of  corporate 
tax  collections  and  a  postponement  of  scheduled  reductions  in  excise 
taxes.  In  addition,  the  President  urged  the  Congress  to  exercise  the 
utmost  restraint  and  responsibility  in  the  appropriations  process 
and  to  make  every  effort  not  to  exceed  the  January  budget  estimates. 
For  its  part,  the  executive  branch  promised  to  take  every  proper 
action  within  its  power  to  reduce  expenditures  in  the  January  budget. 

The  House  Ways  and  Means  Committee  held  hearings  on  the  tax 
proposals  in  August  and  September  but  voted  to  table  immediate 
consideration.  Difficulty  in  arriving  at  procedures  to  implement 
expenditure  reductions  was  apparently  a  major  factor  in  the  Ways 
and  Means  decision  to  defer  action.  After  the  devaluation  of  sterling 
in  November,  the  Ways  and  Means  hearings  were  reopened.  At  that 
time  the  administration  presented  a  two-part  plan:  The  tax  pro- 
posals and  a  specific  statutory  plan  for  expenditure  reduction  in 
fiscal  1968  from  the  levels  then  in  prospect.  While  the  Ways  and 
Means  Committee  did  not  take  favorable  action  on  the  proposals, 
the  expenditure  reduction  part  of  the  plan  was  implemented  by  joint 
congressional  and  executive  action  late  in  calendar  1967.  On  De- 
cember 18,  1967,  President  Johnson  signed  Public  Law  90-218, 
which,  together  with  previous  congressional  actions,  provided  that 
"Federal  obligations  and  expenditures  in  controllable  programs  for 
the  fiscal  year  1968  should  be  reduced  by  no  less  than  $9  billion  and 
$4  billion,  respectively,  below  the  President's  budget  requests." 

On  January  22,  1968,  the  House  Ways  and  Means  Committee 
resumed  its  hearings  on  the  President's  tax  proposals.  The  committee 
took  favorable  action  on  the  corporate  tax  acceleration  and  excise 
tax  components  of  the  tax  package,  but  not  on  the  proposed  10- 
percent  surcharge  on  indi^ddual  and  corporate  income  tax  liabilities. 
The  corporate  tax  acceleration  and  the  postponement  of  scheduled 
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excise  tax  reductions  were  passed  by  the  House  of  Representatives  on 
February  29,  1968. 

The  scene  then  shifted  to  the  Senate.  The  Senate  Finance  Com- 
mittee approved  action  on  excise  taxes  and  the  corporate  tax  accelera- 
tion but  decided,  by  a  9-8  vote,  against  the  proposed  10-percent  sur- 
charge. On  the  floor  of  the  Senate,  however,  the  10-percent  surcharge 
and  a  ceiling  on  Federal  expenditures,  along  with  a  number  of  other 
amendments,  were  added  to  the  excise  tax  and  corporate  acceleration 
legislation.  The  exact  pattern  that  legislative  developments  might 
follow  from  that  point  was  uncertain,  but  the  prospects  for  action  on  a 
program  of  fiscal  restraint  appeared  to  have  improved. 

Financial  Policies  and  Debt  Management 

In  the  domestic  financial  area,  the  past  year  has  been  one  of  strong 
demand  pressures  in  our  money  and  capital  markets.  Longer-term 
interest  rates  dipped  only  temporarily  in  early  1967  when  the  pace  of 
economic  expansion  slowed  and  long-term  rates  then  rose  during  the 
balance  of  the  year.  In  the  first  half  of  calendar  year  1967,  short-term 
interest  rates  did  decline  from  the  peaks  that  had  been  reached  in  the 
late  summer  and  early  fall  of  1966.  After  midyear,  however,  money 
market  rates  moved  up  rather  steadily.  Monetary  ease,  which  had 
commenced  in  late  1966,  continued  through  most  of  1967  but  interest 
rates  rose  in  response  to  heavy  financial  demands. 

At  the  close  of  1967,  short-term  rates  remained  below  the  peaks 
of  August-September  1966,  but  longer  term  rates  had,  in  some  cases, 
pushed  well  beyond  the  earlier  highs.  Three-month  Treasury  bills 
were  yielding  a  shade  more  than  5  percent  at  the  end  of  1967,  still 
about  one-half  of  one  percent  below  the  peak  yields  in  1966.  Longer 
bills  and  short-  to  intermediate-term  coupon  issues  also  remained 
below  their  1966  peaks.  Longer-term  governments  and  new  issues 
of  corporate  and  municipal  bonds  had  moved  beyond  the  earlier  highs 
by  the  end  of  the  calendar  year  1967,  while  mortgage  rates  were 
just  about  at  the  earlier  levels.  Between  the  end  of  1966  and  1967, 
rates  on  new  Aa-rated  corporate  bonds  rose  by  almost  a  full  percentage 
point  and  neared  7  percent  while  rates  on  new  tax-exempt  securities 
rose  by  more  than  five-eights  of  one  percent.  These  very  sizable 
increases  in  corporate  and  municipal  rates  reflected  the  particularly 
heavy  volume  of  financing  in  those  areas. 

Despite  the  slackening  in  the  pace  of  economic  activity  in  early 
1967,  private  financial  demands  were  heavy  throughout  the  entire 
year.  As  an  aftermath  of  the  credit  squeeze  of  1966,  efforts  were 
made  throughout  the  private  sector  to  rebuild  liquidity  and  in  some 
cases  to  make  advance  provision  for  possible  future  credit  needs. 
Furthermore,  there  was  general  belief  in  the  business  and  financial 
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community  that  the  slowdown  in  the  economy  was  likely  to  be 
temporary  in  duration  and  would  be  followed  by  a  period  of  more 
rapid  expansion.  As  the  year  progressed,  an  upturn  in  planned  business 
plant  and  equipment  expenditures  and  a  rise  in  inventory  investment 
were,  indeed,  adding  to  corporate  financial  requirements.  In  addition 
to  normal  requirements,  municipal  financing  was  swollen  by  issues 
postponed  from  1966  and  by  an  abnormally  large  volume  of  industrial 
revenue  bonds,  since  the  future  of  the  tax-exempt  status  for  new 
issues  of  industrial  revenue  bonds  appeared  increasingly  uncertain. 

For  the  year  as  a  whole,  corporate  long-term  security  offerings  and 
placements  (including  refundings)  totaled  $24.6  billion,  about  40 
percent  more  than  in  1966.  State  and  local  issues  reached  $14.5  billion, 
up  from  $11.3  bUlion  a  year  earlier.  Net  additions  to  mortgage  debt 
of  $22  bUlion  were  only  slightly  above  the  1966  total  but  were  rising 
throughout  the  year  as  savings  inflows  to  mortgage  lenders  continued 
in  large  volume.  With  private  credit  demands  strong  throughout  the 
entire  year,  the  major  change  occurred  in  the  Federal  sector  where 
there  was  a  marked  change  between  the  first  and  second  half  of 
calendar  1967. 

In  the  first  half  of  1967,  the  Federal  sector  exerted  a  relatively  small 
impact  on  the  credit  markets.  Indeed,  there  was  actually  a  larger  net 
repayment  of  debt  than  that  which  had  taken  place  in  the  first  halves 
of  1965  and  1966.  In  the  second  half  of  1967,  however,  the  Federal 
sector  made  a  sizable  net  credit  demand,  sharply  above  the  levels  of 
earlier  years.  This  combination  of  heavy  private  and  Government 
demands  for  credit  exerted  strong  upward  pressure  on  interest  rates 
during  the  second  half  of  1967.  Despite  these  upward  rate  pressures, 
there  was  no  serious  disruption  of  the  flow  of  funds  to  various  sectors 
and  credit  was  readily  available,  although  expensive  by  historical 
standards. 

The  outlook  for  financial  markets  in  1968  and  beyond  depends 
very  much  on  the  outcome  of  the  President's  fiscal  proposals.  In  the 
absence  of  tax  and  expenditure  action,  the  Federal  sector  would  be 
making  a  sizable  contraseasonal  credit  demand  in  the  first  half  of 
calendar  1968,  and  the  fiscal  1969  deficit  on  the  new  unified  budget 
basis  would  exceed  $20  billion.  This  would  require  roughly  that  amount 
of  new  borrowing.  (There  would  be  some  additional  requirements  of 
those  agencies — chiefly  the  Federal  home  loan  banks  and  the  Federal 
land  banks — not  included  in  the  new  budget's  concept  of  net  borrowing 
requirements.)  Borro^ving  of  this  magnitude  at  a  time  when  the 
economy  was  advancing  rapidly  could  seriously  overstrain  the  capacity 
of  the  financial  markets,  divert  credit  flows,  and  threaten  to  drive 
interest  rates  still  higher.  Therefore,  the  prompt  application  of  flscal 
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restraint,  so  necessary  on  other  grounds  as  well  is  viewed  as  essential 
from  the  standpoint  of  tiie  domestic  financial  markets. 

Debt  management  activities  have  been  conducted  successfully 
during  the  ])ast  year  despite  the  relatively  difficult  financial  environ- 
ment. An  intensive  savings  bond  campaign  has  played  a  major  part 
by  encouraging  additional  savings  and  reducing  the  amount  of  market 
financing  otherwise  required.  (A  detailed  review  of  public  debt 
management  and  ownership  developments  during  fiscal  1967  is 
provided  on  pages  12-28  of  the  accompanying  report.) 

In  the  first  half  of  calendar  1967,  after  a  refunding  operation  in 
February  that  received  a  very  favorable  reception,  the  balance  of 
Treasury  cash  needs  were  met  in  March  by  an  additional  $2.7  billion 
of  June  1967  tax  anticipation  bills.  In  the  second  half  of  the  year, 
the  Treasury  did  a  bit  more  than  $16  billion  of  new  money  borrowing 
through  the  issuance  of  marketable  securities. 

The  bulk  of  the  financing  in  the  second  half  of  the  year  was  done 
in  the  bill  area  through  additions  to  the  regular  auctions  and  through 
the  use  of  tax  anticipation  bills.  Outside  of  the  bill  area,  there  were 
several  major  financings.  Following  a  $9.9  billion  refunding  operation, 
$2)^  billion  in  cash  was  raised  in  August  through  the  issuance  of  a 
3K-year  Treasury  note  priced  to  yield  5.40  percent.  In  November, 
a  little  over  $2  bilhon  in  additional  new  cash  was  raised  in  conjunction 
with  the  refunding  of  $10.2  billion  of  November  maturities.  In  this 
operation,  the  Treasury  made  initial  use  of  the  authority  granted 
by  Congress  earlier  in  the  year  to  issue  Treasury  notes  of  up  to  7-year 
maturity.  Nonetheless,  there  was  a  substantial  shortening  of  the 
average  maturity  of  the  marketable  interest-bearing  public  debt 
during  the  course  of  calendar  year  1967.  By  the  end  of  the  year,  the 
average  maturity  was  4  years  and  1  month  in  contrast  to  4  years 
and  7  months  at  the  end  of  calendar  year  1966. 

There  were  two  sizable  Treasury  financing  operations  in  early  1968, 
both  of  which  were  well  received.  At  the  end  of  January,  the  Treasury 
announced  an  exchange  offering  of  7-year,  5%  percent  notes  for  notes 
maturing  February  15,  1968,  and  for  notes  and  bonds  due  August  15 
and  November  15,  1968.  The  successful  completion  of  this  operation 
led  to  a  modest  degree  of  debt  lengthening  and  a  useful  reduction  in 
the  sizable  financing  task  that  would  have  to  be  faced  in  the  second 
half  of  the  year.  In  a  separate  operation  during  February,  there  was 
a  $4  billion  cash  offering  of  15-month,  5%  percent  Treasury  notes. 

International  Financial  Affairs 

A  summary  of  a  wide  range  of  developments  in  international 
financial  affairs  through  fiscal  1967  will  be  found  in  the  text  of  this 
report  (pages  39-53).  Attention  will  be  confined  here  to  major  develop- 
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ments  during  the  year  in  the  U.S.  balance  of  payments  and  the  progress 
made  toward  improved  international  financial  arrangements. 

Balance  of  Payments 

During  calendar  year  1967,  and  particularly  in  the  fourth  quarter, 
the  U.S.  balance-of-payments  deficit  widened  appreciably,  only 
partly  because  of  special  factors.  The  widening  of  the  deficit  made  it 
necessary  to  take  prompt  corrective  action.  A  new  balance-of-pay- 
ments action  program  was  announced  at  the  beginning  of  1968 
designed  to  shrink  the  deficit  by  as  much  as  $3  billion.  The  worsening 
of  the  payments  position  in  1967  had  come  after  2  years  in  which  the 
deficit  had  been  held  to  relatively  low  levels,  considering  the  direct 
and  indirect  balance-of-payments  drains  associated  with  the  Vietnam 
effort. 

In  calendar  year  1966,  the  U.S.  balance-of-payments  deficit  on 
the  liquidity  basis  was  $1.4  biUion,  about  the  same  as  in  1965,  and 
about  one-half  the  size  of  the  deficits  in  1963  and  1964.  On  the  official 
reserve  transactions  basis,  there  was  a  1966  surplus  of  $200  million, 
compared  to  a  deficit  of  $1.3  billion  in  1965,  and  deficits  of  $1.5 
bilUon  and  $2  billion  in  1964  and  1963,  respectively.  (The  liquidity 
balance  is  measured  by  changes  in  U.S.  reserve  assets  and  in  liquid 
liabilities  to  all  foreign  residents  and  international  organizations. 
The  official  reserve  transactions  balance  differs  from  the  liquidity 
balance  by  excluding  changes  in  certain  of  our  nonliquid  liabilities  to 
foreign  official  institutions  which  are  not  part  of  the  liquidity  deficit.) 

In  1967,  the  deficit  on  the  Uquidity  basis  reached  $3.6  biUion  and 
returned  near  the  deficit  levels  of  1959  and  1960.  On  the  official 
reserve  transactions  basis,  the  deficit  for  calendar  1967  was  $3.4  biUion. 
U.S.  gold  losses  in  1967  rose  to  $1,170  biUion,  about  double  the  $571 
million  loss  in  1966.  Much  of  the  deterioration  occurred  in  the  final 
quarter  of  the  year  when  the  Uquidity  deficit  reached  an  estimated 
$1.85  biUion  on  a  seasonaUy  adjusted  basis  and  gold  losses  exceeded 
$1  biUion.  The  heavy  pressure  in  gold  markets  continued  in  early  1968 
until  it  was  checked  by  international  agreement  on  new  arrangements 
with  respect  to  private  gold  markets. 

Some  part  of  the  large  fourth-quarter  balance-of-payments  deficit 
was  due  to  temporary  factors.  The  weakness  of  sterUng,  which  finaUy 
led  to  its  devaluation  in  November,  caused  the  United  Kingdom  to 
Uquidate  its  portfoUo  of  U.S.  corporate  securities  and  U.S.  Govern- 
ment agency  bonds,  with  adverse  effect  on  the  liquidity  balance.  On 
trade  account,  U.S.  imports  were  boosted  by  a  copper  strike  and  the 
prospect  of  a  steel  strike  in  1968.  Even  after  allowance  for  these  and 
other  special  factors,  however,  it  was  clear  that  there  had  been  a 
significant  worsening  of  the  deficit  during  1967  and  that  a  tightening 
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of    the    balance-of-payments    program    was    essential    under    the 
circumstances. 

President  Johnson  announced  the  details  of  the  new  balance-of- 
payments  program  in  a  special  message  on  January  1,  1968.  The 
program  was  designed  to  bring  the  balance  of  payments  to,  or  close  to, 
equilibrium.  President  Johnson  emphasized  the  close  relationship 
between  the  domestic  economy  and  the  balance  of  payments.  In  his 
January  1,  1968,  message  he  stated: 

"The  first  line  of  defense  of  the  dollar  is  the  strength  of  the  American 
economy. 

"No  business  before  the  returning  Congress  will  be  more  lu-gent  than 
this :  To  enact  the  anti-inflation  tax  which  I  have  sought  for  almost  a 
year.  Coupled  with  our  expenditure  controls  and  appropriate  monetary 
policy,  this  wil  help  to  stem  the  inflationary  pressures  which  now 
threaten  our  economic  prosperity  and  our  trade  surplus." 

The  new  balance-of-payments  program  embodied  a  comprehensive 
approach  to  the  problem  with  savings  sought  in  all  major  areas  of  the 
balance  of  payments.  It  was  evolutionary  in  the  sense  of  buflding 
upon  the  experience  gained  from  previous  balance-of-payments 
programs,  but  also  included  new  techniques  designed  to  achieve 
effective  control  of  direct  investment  and  the  expenditures  of  U.S. 
tourists.  The  main  elements  of  the  new  program  were  the  following: 

— a  mandatory  program,  administered  by  the  Department  of 
Commerce,  to  restrain  direct  investment  abroad.  By  Executive 
order  and  regulations  issued  under  the  Banking  Law  a  limit  would 
be  placed  upon  direct  investment  by  U.S.  companies  in  foreign 
affiliates.  Key  features  of  the  direct  investment  program  are  a  tempo- 
rary moratorium  on  any  new  capital  outflow  from  the  United  States 
to  the  highly  developed  countries,  principally  in  continental  Western 
Europe,  and  special  regulations  governing  the  repatriation  by  U.S. 
companies  of  foreign  earnings  and  permissible  levels  of  short-term 
financial  assets  held  abroad.  (In  March,  Canada  was  exempted  from 
the  balance-of-payments  measures  affecting  capital  flows  that  are 
administered  by  the  Department  of  Commerce  and  the  Federal 
Reserve  Board.  An  exchange  of  letters  between  the  United  States  and 
Canadian  Governments  described  the  steps  that  would  be  taken  to 
insure  that  the  U.S.  balance-of-payments  position  would  not  be 
impaired  as  a  consequence.) 

— revised  guidelines  by  the  Board  of  Governors  of  the  Federal 
Reserve  System  to  reduce  foreign  credits  from  U.S.  banks  and  other 
financial  institutions.  The  new  guidelines,  which  are  substantially 
more  restrictive  than  those  issued  in  November  1967,  are  designed  to 
achieve  a  net  inflow  of  at  least  $500  miUion  in  1968.  The  Board  pointed 
out  that  the  guidelines  have  been  designed  to  focus  the  major  effect  of 
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the  reduction  on  the  developed  countries  of  continental  Western 
Europe  without  adverse  effects  on  credits  necessary  to  finance  U.S. 
exports  or  on  credits  to  developing  countries. 

— encouragement  of  foreign  travel  in  the  United  States  and  tem- 
porary measures  to  restrain  the  volume  of  U.S.  travel  expenditures 
outside  of  the  Western  Hemisphere.  In  view  of  the  increase  in  the  U.S. 
travel  deficit  to  an  estimated  $2  bUlion  in  1968,  some  action  in  this 
area  was  obligatory.  The  permanent  and  long-run  part  of  the  program 
is  an  effort  to  increase  the  number  of  foreign  travelers  in  this  country. 
In  addition,  the  administration  proposed  customs  and  temporary  tax 
measures,  including  a  graduated  tax  on  expenditures  incurred  in  con- 
nection with  trips  outside  the  Western  Hemisphere,  to  reduce  U.S. 
tourist  expenditures  with  the  least  possible  reduction  in  the  number  of 
U.S.  travelers. 

— ^further  reductions  in  the  balance-of -payments  impact  of  Govern- 
ment expenditures  overseas. 

— a  long-term  export  expansion  program,  including  intensified 
promotional  efforts  and  enlarged  facilities  for  export  insurance, 
guarantees,  and  financing. 

— consultation  with  foreign  countries  to  minimize  the  disadvantages 
to  our  trade  which  arise  from  differences  among  national  tax  systems. 

— fiurther  efforts  to  attract  greater  foreign  investment  in  U.S. 
corporate  securities,  carrying  out  the  principles  of  the  Foreign  In- 
vestors Tax  Act  of  1966. 

The  fuU  effect  of  the  recommended  measures  would  not  be  felt 
immediately.  Some  elements  of  the  program,  e.g.,  the  graduated  tax 
on  U.S.  tourist  expenditures,  required  congressional  approval  which 
might  not  be  forthcoming.  Short-run  improvement  of  the  trade 
balance  would  depend  upon  a  moderation  of  the  very  rapid  pace  of 
the  domestic  economic  advance  as  well  as  upon  business  conditions 
abroad.  There  were  some  uncertainties  as  to  the  immediate  impact  of 
other  features  of  the  program.  But,  even  so,  there  was  every  prospect 
that  the  new  balance-of-pa3rments  program  would  be  promptly 
successful  in  reversing  the  trend  toward  larger  deficits  that  had 
reappeared  in  1967. 

International  Finance 

There  have  been  two  major  developments  in  the  international 
financial  area  since  the  time  of  my  last  report.  The  first  was  the  de- 
valuation of  sterling  in  November  1967  and  the  heavy  speculative 
activity  in  private  gold  markets  that  followed.  In  March  1968,  agree- 
ment was  reached  among  the  central  banks  cooperating  in  the  gold 
pool  on  new  arrangements.  This  restored  a  calmer  atmosphere  to  gold 
and  exchange  markets.  The  second  major  development  was  the  further 
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progress  made   toward   iiuplenieiitatioii  of  the   plan  for  (Teatiou  ol" 
special  drawing  rights  in  the  International  Monetary  Fund. 

During  early  19G7,  there  was  an  improving  trend  in  international 
financial  markets.  Sterling  seemed  to  be  making  a  successful  recovery 
and  there  was  relatively  little  specidative  activity  in  gold  markets. 
With  the  outbreak  of  the  crisis  in  the  Middle  East  in  June,  this  better 
atmosphere  evaporated  quickly.  Gold  and  foreign  exchange  markets 
were  subjected  to  temporarily  heavy  pressures.  While  these  pressures 
abated  somewhat  during  the  summer,  the  position  of  sterling  remained 
precarious.  After  a  continuing  defense  of  the  existmg  parity  during 
the  early  fall,  the  decision  to  devalue  the  pound  by  14.3  percent  to 
$2.40  was  announced  on  Saturday,  November  18,  1967.  International 
cooperation  confined  the  exchange  rate  adjustment  to  sterling  and  a 
few  closely  related  currencies. 

In  the  aftermath  of  sterling  devaluation,  there  was  a  heavy  run  on 
gold  in  private  markets  abroad.  A  statement  by  the  gold  pool  con- 
tributors which  was  made  in  Frankfurt  the  weekend  after  devalua- 
tion calmed  the  market  for  a  time.  Rumors  again  flooded  the  market, 
but  a  further  statement  in  December  by  me  as  Secretary  of  the 
Treasury  and  by  the  Chairman  of  the  Federal  Reserve  Board  (made 
with  the  support  of  the  other  gold  pool  members)  again  restored 
comparative  calm.  The  announcement  on  January  1,  1968,  by  President 
Johnson  of  the  new  U.S.  balance-of-payments  program  further  im- 
proved the  situation.  Although  the  speculative  activity  in  private 
gold  markets  more  directly  reflected  uncertainty  over  the  price  of 
gold  in  terms  of  all  currencies,  rather  than  the  strength  of  the  dollar 
and  the  short-term  U.S.  balance-of-payments  position,  the  announce- 
ment of  the  new  balance-of-payments  measures  was  helpful.  After  a 
period  of  relative  quiet,  there  was  a  renewed  surge  of  speculation  in 
foreign  gold  markets  beginning  in  late  February  and  early  March. 

Effective  action  was  taken  to  cope  with  the  tin-eat  to  international 
financial  stability.  The  U.S.  Congress  completed  action  on  legislation 
removing  the  25-percent  gold  backing  requirement  for  Federal 
Reserve  note  liabilities,  thus  showing  renewed  determination  to  defend 
the  value  of  the  dollar.  The  representatives  of  the  central  banks 
that  were  cooperating  in  the  gold  pool  arrangements  met  in  Washing- 
ton over  the  weekend  of  March  16  and  17,  1968.  The  Governors  of 
the  Central  Banks  of  Belgium,  Germany,  Italy,  the  Netherlands, 
S^\-itzerland,  the  United  Kingdom,  and  the  United  States  annomiced 
after  their  meeting  that : 

".  .  .  henceforth  ofhcially-held  gold  slu)uld  be  used  only  to  effect 
transfers  among  monetary  authorities  and,  therefore,  they  decided 
no  longer  to  supply  gold  to  the  London  gold  market  or  any  other  gold 
market.  Moreover,  as  the  existing  stock  of  monetary  gold  is  sufficient 
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in  view  of  the  prospective  establishment  of  the  faclHty  for  Special 
Drawing  Rights,  they  no  longer  feel  it  necessary  to  buy  gold  from 
the  market.  Finally,  they  agreed  that  henceforth  they  will  not  sell 
gold  to  monetary  authorities  to  replace  gold  sold  in  private  markets." 

The  effect  of  these  steps  was  a  separation  of  the  private  and  official 
markets  for  gold.  In  official  transactions  among  monetary  authorities, 
gold  would  continue  to  be  bought  and  sold  at  the  existing  $35  an  ounce 
price.  But,  the  abstention  of  the  cooperating  monetary  authorities 
from  dealings  in  gold  in  private  markets  would  mean  that  the  price 
of  gold  in  private  markets  could  diverge  from  the  monetary  valuation 
of  S35  an  ounce.  The  drain  from  monetary  gold  stocks  into  private 
holdings  was  halted  by  this  action  and  the  prospects  for  international 
financial  stability  were  greatly  improved.  With  the  removal  of  the 
threat  to  international  financial  stability  that  had  been  posed  by  the 
gold  situation,  the  world's  monetary  authorities  could  proceed  with 
their  plans  to  provide  for  an  assured  and  orderly  growth  in  inter- 
national reserves. 

A  milestone  in  international  monetary  cooperation  was  passed  in 
September  1967  with  the  unanimous  endorsement  of  the  outline  plan 
for  international  monetary  reform  at  the  annual  meeting  of  the  IMF 
in  Rio  de  Janeiro.  Under  the  plan,  the  problem  of  inadequate  growth 
of  international  monetary  reserves  would  be  met  by  creating  Special 
Drawing  Rights  (SDR's)  in  the  International  Monetary  Fund.  At  a 
Ministerial  Meeting  of  the  Group  of  Ten,  March  29-30,  1968,  in 
Stockholm,  general  agreement  was  reached — with  the  French  delega- 
tion abstaining  on  some  points — on  the  Amendment  to  the  Articles  of 
the  International  Monetary  Fund  necessary  to  carry  the  SDR  plan 
into  operation.  Subsequently  the  Executive  Board  of  the  International 
Monetary  Fund  drafted  the  necessary  technical  language  and  sub- 
mitted it  to  the  Fund's  Board  of  Governors  for  their  approval.  The 
next  step  would  be  actual  ratification  of  the  plan  by  the  member 
governments. 

The  agreements  reached  at  Rio  de  Janeiro  and  Stockholm  were  the 
culmination  of  years  of  intensive  study  and  negotiation.  Acting  in 
concert,  the  world's  leading  nations  had  taken  a  long  step  toward  the 
provision  of  an  international  monetary  system  in  which  reserve  needs 
would  be  met  through  conscious  and  defiberate  action.  As  President 
Johnson  indicated,  the  Rio  agreement  constituted  the  greatest  forward 
step  in  the  improvement  of  the  international  monetary  system 
since  the  creation  of  the  International  Monetary  Fund  itself. 

Henry  H.  Fowler, 
Secretary  oj  ike  Treasury. 
To  THE  President  of  the  Senate. 
To  THE  Speaker  of  the  House  of  Representatives. 
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Financial  Operations 
Basis 

Actual  budget  receipt  and  expenditure  data  in  this  section,  applicable 

to  the  fiscal  years  1967  and  1966,  are  on  the  basis  oj  the  budget  concepts 

then  prevailing.  A  summary  table  showing  actual  and  estimated  data  on 

the  basis  of  the  budget  concepts  adopted  pursuant  to  the  recommendations 

of  the  President's  Commission  on  Budget  Concepts  appears  on  pages  7-8. 

Summary 

The  administrative  budget  deficit  for  fiscal  1967  was  $9.9  billion 
(compared  with  $2.3  billion  for  1966  and  $3.4  billion  for  1965).  Net 
administrative  budget  receipts  for  fiscal  1967  amounted  to  $115.8 
billion  ($11.1  billion  over  1966).  Net  administrative  budget  expendi- 
tures for  the  year  totaled  $125.7  billion  ($18.7  billion  over  1966). 

Net  trust  receipts  exceeded  net  trust  expenditures  by  $10.1  billion 
in  fiscal  1967.  Net  trust  receipts  for  the  year  amounted  to  $44.6 
billion  ($9.8  billion  above  1966),  while  net  trust  expenditures  amounted 
to  $34.5  billion  ($.4  billion  less  than  1966). 

On  a  consolidated  cash  basis,  total  receipts  from  the  public  for  1967 
were  $153.6  billion,  and  total  payments  to  the  public  were  $155.1 
billion— an  excess  of  payments  to  the  public  of  $1.5  billion. 

Gross  public  debt  outstanding  was  $326.2  billion  at  June  30,  1967, 
an  increase  of  $6.3  billion  from  June  30,  1966.  The  Government's 
fiscal  operations  in  fiscal  years  1966-67,  and  their  effect  on  the  public 
debt  are  summarized  as  follows: 

In  billions  of  dollars 


1967 


Administrative  budget  receipts  and  expenditures: 

Netreceipts  (-) - - -104.7  -115.8 

Net  expenditures - - --      107.0  125.7 

Administrative  budget  deficit 2.3  9.9 

Trust  receipts  and  expenditures: 

Netreceipts  (-) -34.9  -44.6 

Net  expenditures 34.9  34.5 

Excess  of  trust  receipts  (— ),  or  expenditures (*)                    ~^a  i 

Net  investments  in  public  debt  and  agency  securities 3. 6                     10. 9 

Net  sales  (— )  of  Government  agency  securities  in  the  marltet.. —4. 1                      —.4 

Increase  (— ),  or  decrease  in  checks  outstanding,  deposits  in  transit  (net), 

etc - --.- -9                         .6 

Increase  (—),  or  decrease  in  public  debt  interest  accrued .1                        \) 

Change  in  cash  balances,  increase,  or  decrease  (— ): 

Treasurer's  account. _ _ — -2                     —4. 6 

Held  outside  Treasury -.. - -1                         -1 

Net  decrease  in  cash  balances — •!  —4.5 

Increase  in  public  debt 2.6  6.3 

*Less  than  $50  million. 

3 

277-468—68— — 3 
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Administrative  Budget  Receipts  and  Expenditures 

Chart  2 
The  Administrative  Budget 


Receipts 

The  increase  of  $11.1  billion  in  net  administrative  budget  receipts 
during  fiscal  1967  brought  the  total  to  $115.8  billion,  thus  marking  the 
sixth  successive  year  in  which  new  peaks  have  been  established.  The 
overall  rise  occurred  despite  the  delayed  impact  of  reduced  income 
tax  rates  under  the  Revenue  Act  of  1964  and  reduced  excises  under 
the  Excise  Tax  Reduction  Act  of  1965.  The  bulk  of  the  income  tax 
reduction  went  into  effect  early  in  the  calendar  year  1964  and  the 
remainder  on  January  1,  1965.  Excise  tax  repeals  on  a  broad  scale 
went  into  effect  on  June  22,  1965,  and  January  1,  1966.  On  the  other 
hand,  receipts  were  bolstered  in  both  fiscal  years  1966  and  1967  by 
the  revenue  raising  provisions  of  the  Tax  Adjustment  Act  of  1966. 

Economic  activity  continued  to  expand  throughout  the  fiscal  year 
1967  and  tax  receipts  accompanied  this  general  rise. 

A  comparison  of  net  administrative  budget  receipts  by  major 
sources  for  the  fiscal  years  1966  and  1967  is  shown  below. 


Source 


Internal  revenue: 

Individual  income  taxes. - 

Corporation  income  taxes 

Excise  taxes - -- 

Estate  and  gift  taxes - 

Totallnternal  revenue - 

Customs  duties 

Miscellaneous  receipts - 

Net  administrative  budget  receipts - 104, 727 


1966 

1967 

Increase,  or 
decrease  (-) 

In  millions  of  dollars 

65,  446 

61,  526 

33, 971 

9, 278 

2,978 

107,  753 
1,901 
6,195 

6,080 

30,  073 

3,898 

9, 145 

133 

3,066 

-88 

97,  730 

10, 023 

1,  767 

134 

5,231 

964 

115, 849 


11, 122 
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Individual  income  taxes.— 'Receipts  from  individual  income  taxes 
amounted  to  $61.5  billion  in  fiscal  1967,  accoimting  for  53  percent  of 
total  budget  revenues  and  55  percent  of  the  year's  increase.  The  net 
gain  of  $6.1  billion  reflected  generally  rising  incomes.  Receipts  were 
bolstered  in  1966  and  1967  by  the  graduated  withholdmg  system  which 
went  into  effect  on  May  1,  1966.  A  change  in  the  method  of  depositing 
withheld  taxes  beginning  in  June  1966  increased  receipts  for  the 
transition  year  1966. 

Corporation  income  faxes.— Corporation  income  tax  receipts  rose  to 
$34.0  billion  in  fiscal  1967,  $3.9  billion  above  the  previous  year. 

Collections  from  corporation  income  taxes  depend  primarily  on  the 
amount  of  corporation  profits  earned  during  the  calendar  year  which 
ends  within  the  fiscal  year.  However,  with  the  acceleration  of  corporate 
payments  required  by  the  Revenue  Act  of  1964  and  the  further 
acceleration  imposed  by  the  Tax  Adjustment  Act  of  1966,  profits  in 
the  current  year  have  become  mcreasingly  important.  Corporation 
profits  rose  $7.2  billion  on  a  national  account  basis  from  calendar  year 
1965  to  1966.  Tax  receipts  in  fiscal  1967  were  further  bolstered  by  the 
speedups  m  estimated  payments  required  under  the  two  acts.  Ac- 
celerated payments  add  to  Government  receipts  in  the  fiscal  years 
involved  but  do  not  affect  the  tax  liabilities  computed   under   the 

present  rates. 

Excise  tea;es.— Receipts  from  excise  taxes  are  shown  in  the  followmg 

table. 


1966  1967      Increase,  or 

decrease  (— ) 

In  millions  of  dollars 


. ,    1.  ,  4.                                                                                               .  3, 814 

Alcohol  taxes. -- "  2  074 

Taxes^on  documents,'  other  instruments;  and  playing  cards -  -  146 

Manufacturers  excise  taxes '  ^^g 

Retailers  excise  taxes ■■  gQ, 

Miscellaneous  excise  taxes ,-.-v-"-if  "„V4;>Vr,r '  ^8 

Undistributed  depositary  receipts  and  unapplied  coUections rf» 

13  398 

Gross  excise  taxes.. ' 

Less:  337 

Refunds  of  receipts .-- -- „  q,„ 

fr<,.r.>T<!fov=  tn  hiCThwflv  trust  fund.. - --  "»  " 


Transfers  to  highway  trust  fund . 
Net  excise  taxes. 


9,145 


4,076 

262 

2,080 

6 

68 

-78 

5,478 

-136 

4 

-104 

1,732 

129 

676 

638 

14, 114 

716 

395 

58 

4,441 

524 

9,278 

133 

Excise  tax  receipts  rose  from  $9,145  million  in  fiscal  1966  to  $9,278 
miUion  in  fiscal  1967.  The  fuU-year  effect  in  1967  of  the  Excise  Tax 
Reduction  Act  of  1965  as  compared  with  the  part-year  effect  m  1966 
decreased  receipts  but  a  speedup  in  collections  of  most  of  the  manu- 
facturers and  miscellaneous  excise  taxes  augmented  revenues. 

Estate  and  gift  taxes.— Ests^te  tax  collections  advanced  for  the  eighth 
consecutive  year  reaching  $2.7  biUion  in  fiscal  1967,  $82  million  larger 
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than  fiscal  1966.  This  was  more  than  oflPset  by  a  decline  in  gift  tax 
collections  in  fiscal  1967.  Receipts  from  this  source  are  very  erratic. 

Customs. — Customs  duties  increased  $134  million  during  1967  reach- 
ing a  total  of  $1.9  billion.  This  rise  reflected  a  substantial  increase  in 
taxable  imports  accompanying  the  general  rise  in  economic  activity. 

Miscellaneous  receipts. — Miscellaneous  receipts  are  the  total  of  re- 
ceipts by  the  Government  of  varied  forms  of  income  other  than  taxes. 
The  total  of  $6.2  billion  received  in  the  fiscal  year  1967  was  $1.0 
billion  or  18  percent  larger  than  in  1966.  The  net  overall  rise  is  a 
composite  of  divergent  movements  in  the  various  forms  of  nontax 
receipts. 

Rent  on  Outer  Continental  Shelf  lands,  realization  upon  loans  and 
investments,  and  seigniorage  showed  strong  advances.  Other  increases 
in  interest  receipts,  dividends  and  other  earnings,  and  recoveries  and 
refunds  were  offset  by  declines  in  receipts  from  royalties  and  sales 
of  Government  property  and  products. 

Expenditures 

Net  administrative  budget  expenditures  for  fiscal  1967,  by  major 
functions,  are  compared  to  1966  in  the  following  table.  For  more 
detailed  information  see  table  16. 

[Dollar  amounts  in  millions] 

1966  1967 

Function                                     Increase,  or 

Amount    Percent    Amount    Percent  decrease  (— ) 
of  total                    of  total 

National  defense $57,718  54.0  $70,783 

Interest 12,132  11.3  13,524 

Health,  labor,  and  welfare 7,574  7.1  10,288 

Space  research  and  technology 6,933  5.5  5,426 

Veterans' benefits  and  services 5,023  4.7  6,187 

International  affairs  and  finance 4,191  3.9  3,401 

Agriculture  and  agricultural  resources 3,307  3.1  3,393 

Natural  resources 3,120  2.9  3,322 

Education  1 2,834  2.6  3,360 

Commerce  and  transportation 2,969  2.8  3,305 

Other2.. '2,811  '2.6  3,411 

Less  interfund  transactions- 635  .6  682 

Total 106,978  100.0      125,718  100.0  18,740 

'  Revised. 

<  Previously  included  In  "other." 

'  Includes  housing  and  community  development  and  general  government. 

Trust  Receipts  and  Expenditures 

Receipts 

Trust  receipts  rose  $9.8  billion  over  1966  to  $44.6  billion  in  fiscal 
1967,  due  primarily  to  increased  employment  tax  receipts.  Net  trust 
receipts  for  19G7,  by  certain  major  sources,  are  compared  with  1966 
in  the  following  table.  For  more  details  see  table  5. 
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1966  1967      Increase,  or 

Source  decrease  (— ) 


In  millions  of  dollars 


26, 670 

6,648 

2,917 

-150 

4,441 

524 

2,287 

379 

9,567 

2,860 

1,242 

472 

Employment  taxes 20,022 

Unemployment  tax  deposits  by  States 3, 067 

Excise  taxes 3,917 

Interest  on  trust  funds _ 1,908 

Other! 6,707 

Less  interfund  transactions 770 

Net  trust  receipts 34,853  44,640  9,787 

1  Includes  Federal  employee  and  agency  payments  to  retirement  funds,  veterans'  life  insurance  premiums, 
and  other  miscellaneous  trust  receipts. 

Expenditures 

Net  trust  expenditures,  including  $0.9  billion  net  purchases  of 
participation  certificates  by  trust  accounts,  were  $34.5  billion  in 
fiscal  1967,  $0.4  billion  less  than  1966.  There  follows  a  summary  of 
trust  expenditures,  by  major  functions,  comparing  1967  and  1966. 
For  details  see  table  5. 


[Dollar  amounts  in  millions] 


Function 


1967 




Increase,  or 

Amount 

Percent 
of  total 

Amount 

Percent 
of  total 

decrease  (— ) 

$26, 384 

75.7 

$31,078 

90.1 

$4, 694 

3,751 

10.8 

3,728 

10.8 

-23 

3,202 

9.2 

-2, 269 

-6.6 

-5, 471 

1,151 

3.3 

1,148 

3.3 

-3 

760 

2.2 

1,091 

3.2 

331 

565 

1.6 

815 

2.4 

250 

-177 

-.5 

161 

.5 

338 

770 

2.2 

1,242 

3.6 

472 

Health,  labor,  and  welfare $26,384 

Commerce  and  transportation 

Housing  and  community  development 

Agriculture  and  agricultural  resources 

National  defense 

Veterans'  benefits  and  services 

other  » 

Less  interfund  transactions 

Net  trust  expenditures. 34,864         100.0       34,510         100.0  -354 

•  Includes  functions  relating  to  natural  resources,  international  affairs  and  finance,  education,  and  general 
govermnent;  also  includes  net  transactions  in  deposit  funds;  1967  includes  participation  certificate  trans- 
actions. 

Budget  Estimates 

There  follows  a  summary  of  estimates  for  the  fiscal  years  1968  and 
1969,  as  they  appeared  in  the  President's  budget  for  1969,  along  with 
actual  amounts  for  1967.  These  estimates  are  on  the  basis  of  the 
budget  concepts  adopted  pursuant  to  the  recommendations  of  the 
President's  Commission  on  Budget  Concepts.  They  are  not  compara- 
ble with  actual  data  appearing  throughout  this  report  on  the  basis 
of  budget  concepts  prevailing  during  fiscal  1967.  An  explanation  of 
the  new  concepts  as  well  as  details  of  actual  receipts  and  expenditures 
on  the  new  basis  wiU  appear  in  the  annual  report  for  the  fiscal  year 
1968. 
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Summary  of  receipts,  expenditures,  and  lending 
[In  millions  of  doUars] 

1967  1968  1969 

actual      estimate      estimate 

Receipt-expenditure  account: 

Receipts... 149,591  155,830  178.108 

Expenditures  (excluding  net  lending) 153,238  169,856  182,797 

Expenditure  account  deficit  (-) -3,437  -14,026  -4,689 

Plus  loan  account: 

Loan  disbursements 17,787  20,869  20,372 

Loan  repayments.. 12,611  15,091  17,106 

Net  lending 5,176  5,779  3,266 

Equals  budget: 

Receipts 149,591  155,830  178,108 

Expenditures  and  net  lending.. 158,414  175,635  186,062 

.  Budget  deficit  (-) -8,823  -19,805  -7,954 

Source.— 1969  budget  document  released  Jan.  29, 1968. 

Corporations  and   Other   Business-Type   Activities  of  the   Federal 

Government 

The  business-type  programs  which  Government  corporations  and 
agencies  administer  are  financed  by  various  means:  appropriations, 
sales  of  capital  stock,  borrowings  from  either  the  U.S.  Treasury  or 
the  public,  or  by  revenues  derived  from  their  own  operations. 

Corporations  or  agencies  having  legislative  authority  to  borrow 
from  the  Treasury  issue  their  formal  securities  to  the  Secretary  of 
the  Treasury.  Amounts  borrowed  are  reported  in  the  periodic  financial 
statements  of  the  Government  corporations  and  agencies  as  part  of 
the  Government's  net  investment  in  the  enterprise.  In  fiscal  1967, 
borrowings  from  the  Treasury,  exclusive  of  refinancing  transactions, 
totaled  $9,390  million,  repayments  were  $11,743  million,  and  out- 
standing loans  on  June  30,  1967,  totaled  $24,611  million. 

Those  agencies  having  legislative  authority  to  borrow  from  the 
public  must  either  consult  with  the  Secretary  of  the  Treasury  regard- 
ing the  proposed  offering,  or  have  the  terms  of  the  securities  to  be 
offered  approved  by  the  Secretary. 

During  fiscal  1967,  Congress  granted  new  authority  to  borrow 
from  the  Treasury  in  the  total  amount  of  $1,094  million,  and  reduced 
existing  authority  by  $215  million,  resulting  in  a  net  increase  of 
$879  million.  The  status  of  borrowing  authority  and  the  amount  of 
corporation  and  agency  securities  outstanding  as  of  June  30,  1967,  are 
shown  in  table  110. 


REVIEW    OF   FISCAL    OPERATIONS  9 

Unless  otherwise  specifically  fixed  by  law,  the  Treasury  each  month 
determines  interest  rates  on  its  loans  to  agencies  by  considering  the 
Government's  cost  for  its  borrowings  in  the  current  market,  as 
reflected  by  prevailing  market  yields  on  Government  securities  which 
have  maturities  equal  to  the  Treasury  loans  to  the  agencies.  A  de- 
scription of  the  Federal  agencies'  securities  held  by  the  Treasury  on 
June  30,  1967,  is  shown  in  table  111. 

During  fiscal  1967,  the  Treasury  received  from  agencies  a  total  of 
$915  million  in  interest,  dividends,  and  similar  payments.  (See  table 
114.) 

Quarterly  statements  of  financial  condition,  income  and  expense, 
and  source  and  application  of  funds  are  submitted  to  the  Treasury  by 
Government  corporations  and  agencies.  Annual  statements  of  com- 
mitments and  contingencies  are  also  submitted.  These  statements 
serve  as  the  basis  for  the  combined  financial  statements  compiled  by 
the  Treasury  which,  together  with  the  individual  statements,  are 
published  periodically  in  the  "Treasury  Bulletin."  Summary  state- 
ments of  the  financial  condition  of  Government  corporations  and 
other  business-type  activities,  as  of  June  30,  1967,  are  shown  in 
table  112. 

Account  of  the  Treasurer  of  the  United  States 

The  three  major  categories  of  the  account  of  the  Treasurer  of  the 
United  States  are  gold,  silver,  and  the  general  account.  On  June  30, 
1967,  gold  held  was  valued  at  $13,110  million,  held  principally  at  the 
Fort  Knox  Depository,  with  lesser  amounts  at  mints  and  assay  offices. 
Gold  liabilities  totaled  $12,998  million,  covering  gold  certificates 
issued  (series  1934),  the  reservation  for  the  gold  certificate  fund  of  the 
Federal  Reserve  System,  International  Monetary  Fund  gold  deposits, 
and  reserves  against  Federal  Reserve  notes  and  U.S.  notes,  leaving  a 
gold  balance  of  $112  million. 

Assets  of  the  silver  account,  consisting  of  silver  bullion  and  silver 
dollars,  had  a  value  of  $572  miUion  as  of  June  30,  1967.  Liabilities 
against  the  silver  account  (currency  issued  against  silver  assets) 
amounted  to  $398  million,  leaving  a  silver  balance  totaling  $175  million. 

The  assets  of  the  general  account  of  the  Treasurer  at  yearend 
included  the  gold  and  silver  balances,  cash  in  the  form  of  currency  and 
coin,  unclassified  collections,  and  funds  on  deposit  with  Federal 
Reserve  banks  and  other  depositaries.  During  the  year  the  balance  in 
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the  general  account  decreased  by  $4,  648  million.  The  net  change  is 
accounted  for  as  follows: 

Transactions  affecting  the  account  of  the  Treasurer  of  the  United  States,  fiscal  1967 

[In  millions  of  dollars] 

Balance  June  30,  1966 12,407 

Excess  of  deposits,  or  withdrawals  (  — ),  budget,  trust,  and 
other  accounts: 

Deposits 163,036 

Withdrawals  (-) 164,591     -1,555 

Excess  of  deposits,  or  withdrawals  (— ),  public  debt  accounts: 

Increase  in  gross  public  debt 6,  314 

Deduct: 

Excess  of  Government  agencies'  in- 
vestments in  public  debt  issues.  _  8,  5S9 
Accrual  of  discount  on  savings  bonds 
and  bills  (included  in  increase  in 

gross  public  debt  above) 4,  706 

Less  certain  public  debt  redemptions 
(included  above  in  withdrawals, 
budget,  trust,  and  other  accounts).         5,  020 

Net  deductions 8,275     -1,961 

Excess  of  redemptions  of  Government  agencies'  securities  in  the  market.      —  1,  787 
Net  transactions  in  clearing  accounts  (documents  not  received  or  classi- 
fied by  the  Office  of  the  Treasurer) 654 

Balance  June  30,  1967 7,  759 

Government-wide  Financial  Management 

On  March  23,  1967,  the  Under  Secretary  met  udth  the  Comptroller 
General,  the  Director  of  the  Bureau  of  the  Budget,  and  the  Chairman 
of  the  Civil  Service  Commission  to  review  progress  under  the  Joint 
Financial  Management  Improvement  Program  and  to  plan  further 
improvement  efforts.  Revised  Terms  of  Reference  for  the  Joint 
Program  were  issued  during  the  year  outlining  the  responsibilities  of 
members,  organization  of  the  program,  and  methods  of  operation. 
The  revised  Terms  provide  for: 

— Participation  by  the  Chairman  of  the  Civil  Service  Commission 
as  a  Joint  Program  Principal  to  assist  in  the  personnel  administration 
aspects  of  financial  management. 

— Rotation  of  the  Steering  Committee  chairmanship  on  an  annual 
basis. 

— Regular  meetings  of  the  Joint  Program  Principals  with  the  Steer- 
ing Committee  and  annual  submission  of  long-  and  short-range  plans 
by  the  Committee. 

As  part  of  the  broad  effort  set  in  motion  last  year  to  accelerate  the 
pace  of  the  Joint  Financial  Management  Improvement  Program,  a 
policy  paper  was  approved  by  the  heads  of  the  Joint  Program.  It 
contains  seven  recommendations  designed  to  provide  a  policy  frame- 
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work  for  long-range  development  efforts  in  Government-wide  financial 
reporting,  geared  largely  to  concurrent  developments  in  agency- 
accounting  systems. 

In  addition  to  the  Treasury  Department's  participation  in  Govern- 
ment-wide financial  management  matters  through  the  Joint  Program, 
the  Department  made  considerable  progress  in  fiscal  management 
areas  for  which  it  has  responsibihty  and  which  have  an  impact  on  the 
total  Federal  Government  fiscal  operations.  A  revision  of  Department 
Circular  No.  1075  was  issued  on  February  13,  1967.  This  circular 
covers  disbursement  practices  for  all  advances  under  Federal  grant 
and  other  programs  whether  by  letter  of  credit  or  Treasury  check. 
Instructions  implementing  the  revised  circular  have  been  pubHshed 
in  the  Treasury  Fiscal  Requirements  Manual  for  agency  use.  Under 
revised  regulations,  the  use  of  letters  of  credit  is  now  limited  to 
advances  aggregating  $250,000  or  more  to  a  single  recipient  in  1  year. 
This  policy  has  helped  eliminate  manual  processing  of  letters  of 
credit  and  payment  vouchers  for  relatively  smaU  amounts.  Internal 
agency  regulations  submitted  to  Treasury  for  approval  are  being 
reviewed  by  the  Bureau  of  Accounts  on  behalf  of  the  Fiscal  Assistant 
Secretary.  Procedural  changes  were  also  made  strengthening  fiscal 
controls  and  improving  the  timeliness  of  expenditure  reports  submitted 
to  Treasury  by  program  agencies.  Disbursements  are  reported  based 
on  payment  vouchers  received  from  grantees  and  such  reports  are 
reconciled  monthly  with  withdrawals  from  the  account  of  the  Treas- 
urer of  the  United  States. 

During  fiscal  1967  the  Secretary  of  the  Treasury  approved  a  plan  to 
modify  and  extend  the  depositary  receipt  system  used  for  collection  of 
withheld  Federal  income  and  FIG  A  taxes,  railroad  retirement  taxes, 
and  certain  Federal  excise  taxes.  The  plan,  a  joint  effort  of  the  Fiscal 
Service  and  the  Internal  Revenue  Service,  is  aimed  at  increasing  the 
availability  of  cash  in  the  Treasury  and  further  reducing  the  cost  of 
collecting  such  taxes.  The  modified  system  (now  referred  to  as  the 
Federal  Tax  Deposit  System)  was  used  this  year  to  collect  1967 
corporate  income  taxes.  When  fully  operative  in  1968,  employers' 
withholding,  railroad  retirement,  and  certain  excise  taxes  (presently 
collected  through  use  of  depositary  receipts)  wdU  also  be  collected 
under  the  new  procedures. 

The  new  Federal  Tax  Deposit  System  -wdll  substantially  reduce 
present  costs.  Briefly,  deposit  forms  will  no  longer  be  vaHdated  by 
Federal  Reserve  banks  and  tax  returns  will  no  longer  have  vaUdated 
receipts  attached.  Credits  for  Federal  tax  deposits  processed  by  the 
Federal  Reserve  banks  will  be  recorded  in  the  taxpayer  accounts  of 
the  Internal  Revenue  Service  and  such  accounts  will  be  the  basis  for 
audit  of  the  tax  returns  claiming  the  credits.  In  addition,  postage  costs 
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will  be  reduced  substantially  by  a  large  reduction  in  mail  workload 
since  quarterly  supplies  of  Federal  Tax  Deposit  forms  will  be  mailed 
instead  of  individual  blank  forms  mth  each  validated  depositary 
receipt  formerly  required.  The  new  system  involves  an  integrated 
utilization  of  Treasury- wide  computer  resources,  including  (1)  the 
Bureau  of  Accoimts,  in  preparing  and  maiUng  the  Federal  Tax  Deposit 
forms;  (2)  the  Federal  Reserve  banks,  in  processing  the  deposits  made; 
(3)  the  Office  of  the  Treasurer  of  the  United  States,  in  assembling  the 
systemwide  deposits  and  developing  magnetic  tape  input  for  the 
Internal  Revenue  Service;  and  (4)  the  Internal  Revenue  Service,  in 
maintaining  the  individual  taxpayer  accounts. 

Instructions  on  other  Government-wide  matters  were  also  released 
during  the  year  as  part  of  the  Treasury  Fiscal  Requirements  Manual, 
including  (1)  withholding  of  Federal  income  tax  from  allowances  or 
reimbursements  to  new  and  transferred  employees;  (2)  allotments  for 
purchase  of  U.S.  savings  notes  in  combination  with  U.S.  savings 
bonds;  and  (3)  increased  withholding  of  State  of  Maryland  income 
tax  in  accordance  with  the  1967  amended  Maryland  income  tax  law. 
The  manual  is  intended  ultimately  to  cover  aU  Treasury  regulations  on 
central  accounting,  reporting,  disbursing,  and  other  fiscal  matters, 
including  certain  procedures  and  forms  to  be  eliminated  from  the 
"General  Accounting  Ofiice  Policy  and  Procedures  Manual." 

Public  Debt  Management  and  Ownership 

The  primary  function  of  public  debt  management  is  to  raise  the 
funds  needed  to  meet  expenditures  not  covered  by  revenues  and  to 
refund  maturing  debt  obligations.  This  primary  function  needs  to  be 
carried  out  in  a  manner  contributing  to  noninflationary  growth  in  the 
domestic  economy  and  achievement  of  balance  in  our  international 
accounts.  Secondary  objectives  are  estabHshing  and  maintaining  a  well- 
balanced  debt  structure,  providing  debt  instruments  commensurate 
with  the  needs  and  requirements  of  an  orderly  Government  securities 
market,  coordinating  the  growing  volume  of  Government  agency  debt 
operations  with  Treasury  debt  poHcy,  and  minimizing  the  interest 
cost  of  Treasury  and  Federal  agency  borrowing. 

Early  in  fiscal  1967  the  domestic  economy  was  experiencing  an 
almost  unparalleled  tightness  in  money  markets.  Contributing  factors 
were  excessive  demands  for  credit  from  elements  of  the  private  sector, 
increases  in  the  demands  for  goods  and  services  by  the  Federal  Gov- 
ernment as  a  result  of  the  expansion  of  the  U.S.  commitment  in 
Vietnam,  and  growing  State  and  local  government  capital  needs. 
Interest  rates  had  again  been  rising  in  the  fourth  quarter  of  fiscal  1966 
and  there  was  a  prospect  for  substantial  Treasiu-y  financing  in  the 
first  half  of  fiscal  1967.  With  market  interest  rates  having  remained 
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above  the  04  percent  statutory  interest  rate  ceiling  for  Government 
securities  with  maturities  exceeding  5  years,  Treasury  financing  in  the 
previous  year  had  been  confined  entirely  to  short  and  intermediate 
term  issues.  Consequently,  while  the  marketable  debt  had  increased 
by  only  about  a  half  a  billion  dollars  in  fiscal  1966,  the  under  5-year 
debt  had  grown  by  $6^  billion  and  the  average  maturity  of  the  market- 
able pubUc  debt  had  shortened  from  5  years  4  months  to  4  years  11 
months.  In  fiscal  1967  the  Treasury  faced  the  same  impediments  to 
maintaining  a  balanced  debt  structure.  Diu-ing  the  year,  however, 
the  Treasury  was  able  to  offer  securities  of  the  maximum  5-year  length 
in  three  out  of  four  of  the  major  quarterly  financings  for  a  total 
issuance  of  $9  billion.  In  spite  of  these  debt  lengthening  steps,  however, 
the  passage  of  time  and  the  need  for  new  cash  borrowing  in  the  short- 
term  area  resulted  in  a  shortening  of  the  average  maturity  of  the 
marketable  Treasury  debt  by  4  months  to  4  years  7  months  on 
June  30,  1967. 

Chart  3 

Market  Yields  At  Constant  Maturities  1961  -'67 


1961  1962  1963  1964  1965  1966  1967 


» Estimated  yields  of  U.S.  Govermnent  securities  at  1,  5,  and  20  years;  bank  discount  rates  on  bills 
monthly  averages  of  end  of  week  figures. 


Near  the  end  of  the  fiscal  year,  in  conjunction  with  a  request  for 
an  increase  in  the  debt  limit,  the  Treasury  asked  for  two  modifications 
ui  the  ^Yi  percent  statutory  interest  ceiling — first,  that  the  maximum 
maturity  on  Treasury  notes,  to  which  the  rate  ceiling  does  not  apply, 
be  extended  from  5  years  to  10  years  and,  second,  that  authority  be 
given  to  seU  up  to  $2  billion  of  longer  bonds  without  regard  to  the 
4%  percent  ceiling.  In  his  statement  before  the  House  Ways  and  Means 


14    1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Committee  on  May  15,  1967,'  Secretary  Fowler  commented  as  follows: 

"This  shortening  tendency  is  unwelcome.  It  presents  a  problem  that 
should  be  dealt  with  in  an  orderly  and  systematic  way,  so  that  we 
do  not  face  an  excessive  pUeup  of  maturing  debt.  Such  a  pileup,  if  it 
came  at  a  time  of  tight  money  and  high  rates,  would  mean  that  the 
Treasuiy  had  to  compete  for  investment  funds  on  most  unfavorable 
terms — bidding  against  itself  and  against  other  borrowers  for  the 
favor  of  investors.  It  is  this  kind  of  frantic  competition  that  could 
send  short-term  rates  up  sharply  and  push  long-term  rates  much 
higher,  too,  with  disruptive  effects  throughout  the  capital  markets." 

The  Congress  granted  an  extension  in  the  maturity  of  Treasury 
notes  from  5  years  to  7  years  which  would  make  available  moderate 
means  of  debt  extension  beginning  with  the  financings  of  fiscal  1968. 

In  another  step  to  improve  the  debt  structure  the  Treasury  launched 
the  largest  sa\dngs  bond  campaign  since  World  War  II.  To  encourage 
additional  savings  and  reduce  the  amount  of  marketable  debt  financing 
required,  a  new  U.S.  Sa^dngs  Note  ^  known  as  a  "Freedom  Share" 
was  announced  on  February  21  and  placed  on  sale  on  May  1,  1967. 
The  new  savings  note,  which  must  be  held  for  1  year  before  it  can  be 
cashed,  earns  approximately  4.74  percent  when  held  to  maturity  of 
AYi  years.  It  is  available  for  piu-chase  by  individuals  and  only  with  the 
simultaneous  purchase  of  series  E  bonds  under  the  payroll  savings  or 
bond-a-month  plans. 

In  fiscal  1967,  the  Treasury  relied  mainly  on  additional  sales  of 
Treasury  bills  to  meet  its  new  cash  needs.  About  one-fourth  of  the 
new  cash  was  raised  through  sales  of  the  new  monthend  9-month  bill 
cycle  which  began  in  September  1966.  Most  of  the  remainder  was 
provided  by  the  sale  of  $10.0  billion  of  tax  anticipation  bills. 

Federal  credit  agency  financing  in  fiscal  1967  was  even  more  closely 
coordinated  with  Treasiuy  borrowing  in  order  to  minimize  the  impact 
of  Federal  debt  operations  on  financial  markets.  During  the  last  half 
of  fiscal  1966  there  had  been  a  particularly  heavy  concentration  of 
agency  debt  and  participation  certificates  issued  and  the  outlook  was 
for  continuation  of  this  trend  in  fiscal  1967.  On  September  8,  1966, 
the  President  announced  a  program  designed  to  ease  the  developing 
inflationary  pressures  and  imbalances  within  the  economy  and  to 
ease  existing  pressures  in  the  financial  markets.  This  was  followed  by 
an  announcement  by  the  Secretary  of  the  Treasury  ^  postponing  the 
sale  of  participation  certificates  for  the  remainder  of  the  calendar  year 
or  untU  market  conditions  improved  and  limiting  Federal  agency 
security  sales  in  the  market  to  amounts  required  to  replace  maturing 


t  Bee  exhibit  26. 

*  See  exhibit  12. 

*  See  exhibit  23. 
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issues.  Adj  new  money  needed  woidd  be  raised  by  sales  of  agency 
securities  to  the  Gf»verninent  investment  accounts. 

Chart  4 

Public  Holdings  of  Marketable  Treasury  and  Federal 
Agency  Obligations 
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Federal  Agency  Obligations 
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The  result  of  these  steps  was  to  reduce  Federal  credit  demands  on 
the  private  sector  (net  of  purchases  by  the  Government  investment 
accounts  and  the  Federal  Reserve  System)  by  $5.8  billion.  This 
decline  in  public  holdings  of  Treasury  and  Federal  agency  securities 
consisted  of  a  $2.7  biUion  increase  in  holdings  of  participation  certifi- 
cates which  was  more  than  offset  by  declines  of  $7.3  billion  in  direct 
Treasury  issues  and  $1.3  billion  in  Federal  agency  issues.  By  contrast 
in  fiscal  1966  Federal  credit  demands  on  the  private  sector  had  in- 
creased $2.8  bilUon. 

The  $7.3  billion  decline  in  private  holdings  of  direct  Treasury 
securities  in  fiscal  1967  was  the  largest  such  reduction  since  1951  as 
Federal  Reserve  banks  and  Government  investment  accounts  acquired 
$13.6  billion  of  governments.  The  total  Treasury  debt  outstanding 
increased  by  $6.4  billion. 

As  illustrated  by  chart  5,  commercial  bank  holdings  of  Government 
securities  registered  a  net  increase  during  the  fiscal  year.  This  was 
the  first  increase  since  1962  and  represented  a  rebuilding  of  liquidity 
after  the  particularly  sharp  drop  in  the  previous  year.  Corporations, 
on  the  other  hand,  stepped  up  their  liquidation  of  governments  in 
fiscal  1967,  with  holdings  reaching  a  postwar  low  of  $11.1  billion  on 
June  30.   Other  private  nonbank  investors  liquidated   a  net  $4.8 
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billion  Government  securities  in  fiscal  1967  contrasted  with  increases 
of  $0.6  billion  the  previous  year  and  $4.4  billion  in  fiscal  1965. 

Chart  5 

Changes  in  Public  Debt  Holdings  by  Investor  Classes 
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FINANCING  OPERATIONS 

The  Treasury  began  fiscal  1967  with  an  operating  cash  balance  of 
$10.9  billion,  an  amount  sufficient  to  meet  seasonal  budget  deficits 
untn  late  in  August  when  the  first  tax  anticipation  bills  of  the  year 
were  issued  for  cash.  However,  estimates  of  total  cash  needs  for  the 
July-December  period  were  rapidly  adjusted  upward  as  defense 
expenditures  increased  and  the  Treasury  absorbed  a  portion  of  agency 
financing.  The  new  cash  needed  during  this  period  totaled  about 
$10}^  billion,  and  the  raising  of  this  amount  brought  the  debt  very 
near  its  statutory  limit,  even  though  operating  cash  balances  were 
reduced  to  extremely  low  levels  in  December.  Maturing  securities 
totaling  $34.2  billion  were  to  be  refunded  during  the  fiscal  year. 
Although  the  amount  held  by  private  investors — $16.8  billion — ^was 
$2  bUlion  to  $6  biQion  larger  than  in  the  past  2  years,  it  was  well 
within  manageable  proportions. 

Two  prerefundings  were  offered  during  the  year — the  first  in 
August  to  lighten  the  concentration  of  privately  held  November 
maturities  and  the  second  in  May  1967,  when  there  was  an  oppor- 
tunity to  reach  out  for  the  August  1967  maturities. 

The  first  major  borrowing  operation  of  the  fiscal  year  was  an- 
nounced late  in  July:  to  refund  $9.1  billion  Treasury  securities  matur- 
ing in  mid-August  and  to  prerefund  $5.8  bilhon  of  November  maturi- 
ties. Holders  of  the  two  maturing  August  issues  were  offered  both  a 
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1  year  5%  percent  certificate  and  a  4%  year  5%  percent  note.  The 
holders  of  the  three  November  maturities  were  offered  only  the  longer 
5%  percent  note.  Private  investors  held  $3.1  billion  of  the  maturing 
August  securities  and  exchanged  nearly  80  percent  of  their  holdings 
into  the  two  new  issues.  In  the  prerefunding,  34  percent  of  the  $4.9 
biUion  privately  held  November  maturities  were  exchanged  for  the 
BYi  percent  notes.  Although  the  attrition  on  the  August  maturities  was 
slightly  higher  than  normal,  the  amount  of  the  prerefunding  exceeded 
expectations  and  reduced  the  November  maturities  to  a  routine  level. 

During  August  yields  on  Treasury  notes  and  bonds  rose  steadily 
to  their  highest  levels  since  the  twenties.  Yields  on  corporate  and 
tax-exempt  bonds  reached  30-year  highs.  Treasury  bill  market  rates 
continued  to  climb  and  reached  their  peaks  in  the  third  week  of 
September, 

On  August  11  the  Treasury  announced  an  auction  of  $3  billion  of  tax 
anticipation  bills  as  its  first  cash  borrowing  of  the  fiscal  year:  $2  billion 
to  mature  in  March  1967  and  $1  billion  in  April  1967.  Although  bidding 
was  effectively  confined  to  commercial  banks  by  permitting  full 
payment  through  credits  to  Treasury  tax  and  loan  accounts,  the  banks 
anticipated  some  difficulty  in  distributing  the  tax  bills  in  the  second- 
ary market  and  were  cautious  in  their  bidding.  The  average  issue  rate 
of  5,34  percent  for  the  March  bill  and  5.43  percent  for  the  April 
maturity  were  historic  highs  for  such  securities. 

The  market  atmosphere  remained  cautious  into  early  September,  but 
improved  following  the  announcement  of  the  Administration's  pro- 
gram to  deal  with  the  problems  of  inflation  and  credit  stringency. 

On  September  21,  1966,  the  Treasury  announced  a  program  to 
auction  9-month  bills  in  conjunction  with  the  regular  12-month  bill 
auction,  to  raise  needed  new  cash  and  to  enhance  the  marketability 
of  the  12-month  bills.  The  9-month  bills  were  to  be  reopenings  of  the 
outstanding  12-month  bills  and  were  to  be  issued  in  amounts  of  $500 
million.  At  the  same  time  newly  issued  12-month  bills  were  reduced 
from  $1  billion  to  $900  million,  resulting  in  net  new  cash  of  $400 
million  in  each  of  the  coming  months.  In  November  a  $1.2  billion 
strip  of  Treasury  bills  consisting  of  an  additional  $400  million  each 
of  the  outstanding  12-month  bills  maturing  March  31,  AprU  30,  and 
May  31,  1967,  was  auctioned  to  raise  additional  new  cash.  The  sale 
of  these  bills  had  the  effect  of  integrating  the  March,  April,  and  May 
monthend  bill  issues  more  speedily  into  the  new  cycle  of  monthly 
sales  of  12-month  and  9-month  Treasury  bills.  The  net  effect  of  the 
new  9-month  cycle  was  to  raise  $2.8  billion  of  new  cash  in  the  July- 
December  half  of  the  fiscal  year  and  $0,8  billion  in  the  January-June 
half. 
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The  second  offering  of  tax  anticipation  bills  was  made  on  October  5 
when  the  Treasury  announced  a  $1.5  billion  addition  to  the  April  21, 
1967,  tax  bills  (originally  issued  in  the  amount  of  $1.0  billion  in 
August  1966)  and  $2.0  bilUon  of  a  new  June  22,  1967,  issue.  The 
announcement  was  favorably  received  in  a  market  that  had  been 
showing  consistent  improvement  since  the  third  week  in  September. 
Commercial  banks  were  allowed  to  make  full  payment  for  the  new 
bills  by  crediting  their  Treasury  tax  and  loan  accounts,  consequently 
the  auction  bidding  was  generally  confined  to  the  banks.  Average 
issue  rates  were  5.48  percent  for  the  April  maturity  and  5.59  percent 
for  the  June  maturity. 

In  the  November  financing  the  total  of  the  three  maturing  issues 
outstanding  was  $4.1  billion,  reduced  from  $5.8  billion  at  the  beginning 
of  the  fiscal  year  as  a  result  of  the  August  prerefunding.  Four-fifths  or 
$3.2  billion  was  held  by  private  investors  with  commercial  banks 
holding  about  50  percent  of  the  total.  To  provide  for  this  financing 
the  Treasury  announced  on  October  27  that  it  would  issue  for  cash 
$2.5  billion  of  5%  percent,  15-month  Treasury  notes  to  mature  on 
February  15,  1968,  and  $1.6  biUion  of  5%  percent  5-year  notes  to 
mature  on  November  15,  1971.  The  announcement  provided  for  full 
allotments  to  State,  political  subdivisions,  public  pension  and  retire- 
ment and  other  public  funds,  international  organizations  in  which  the 
United  States  holds  membership,  foreign  central  banks  and  foreign 
states,  Government  investment  accounts  and  the  Federal  Reserve 
banks.  All  other  investors  were  assured  of  full  allotments  on  sub- 
scriptions up  to  $100,000.  The  Treasury  announcement  was  well 
received  in  the  market  and  prices  on  coupon  issues,  which  had  been 
moving  lower,  quickly  improved.  Both  issues  were  heavily  oversub- 
scribed and  the  Treasury  announced  allotment  rates  of  30  percent  on 
the  5/8  percent  15-month  note  and  10  percent  on  the  5%  percent  5-year 
note.  The  cash  offering  not  only  avoided  attrition  on  the  November 
maturities  but  enabled  the  Treasury  to  raise  $298  million  of  new  cash 
through  a  moderate  overallotment. 

The  final  step  in  the  July-December  cash  borrowing  program  was 
announced  on  November  30  with  an  offering  of  $0.8  billion  additional 
June  1967  tax  anticipation  bills.  After  declining  sharply  in  the  last 
half  of  November,  Treasury  bill  rates  had  leveled  off  in  early  December 
but  on  balance  market  participants  remained  fairly  optimistic  and 
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bidding  for  the  new  tax  bills  was  quite  aggressive.  The  average  issue 
rate  established  by  the  auction  was  5.25  percent. 

As  the  second  half  of  the  fiscal  year  began  Treasury  coupon  issues 
continued  the  rising  price  trend  that  had  prevailed  in  December  and 
there  was  a  feeling  among  market  participants  that  with  a  relaxation 
of  monetary  policy  the  outlook  for  lower  rates  would  continue  to 
improve.  Other  influences  on  the  Treasury  financing  outlook  were  a 
relatively  low  operating  cash  balance  of  $4.6  bUlion  on  December  31,  a 
debt  subject  to  limit  of  $329.5  billion  (about  one-half  bilHon  below  the 
statutory  limit  of  $330  billion),  and  an  estimated  budget  surplus  in 
the  second  half  of  the  fiscal  year  of  about  $5.0  biUion.  The  estimated 
new  cash  need  under  these  conditions,  assiuning  normal  attrition  in 
the  February  and  May  financings,  was  a  little  under  $4  billion,  a 
portion  of  which  would  be  provided  by  the  already  instituted  9-month 
bill  cycle. 

The  two  maturing  issues  in  the  February  financing  totaled  $7.5 
billion  of  which  $3.9  billion  was  held  by  private  investors.  The  owner- 
ship of  the  privately  held  debt  was  about  evenly  divided  between 
commercial  banks  and  nonbank  investors  and  the  bank  holdings 
were  normally  distributed  between  the  large  and  small  banks.  Under 
these  circumstances,  to  avoid  the  attrition  of  a  rights  exchange,  a 
cash  offering  of  $5.5  billion  of  15-month  notes  and  $2  billion  5-year 
notes  was  announced  on  January  25,  1967.  Both  issues  carried  4% 
percent  coupons  with  the  15-month  issue  priced  to  yield  4.85  percent 
and  the  5-year  issue  priced  to  yield  4.84  percent.  The  market  responded 
enthusiastically  to  the  cash  offeiing  and  was  further  buoyed  by  a  cut 
in  the  British  central  bank  rate  and  the  reduction  in  the  prime  lending 
rate  by  most  of  the  commercial  banks  in  the  United  States.  Total 
public  subscriptions  totaled  $20  billion  for  the  15-month  note  and 
$22  billion  for  the  5-year  note.  Subscriptions  up  to  $100,000  for  the 
shorter  note  were  allotted  in  full  with  larger  subscriptions  allotted  on 
a  10-percent  basis. 

For  the  longer  note  subscriptions  up  to  $50,000  were  allotted  in 
full  with  larger  subscriptions  allotted  on  a  7-percent  basis.  Subscrip- 
tions from  official  and  other  governmental  accounts  were  allotted  in 
full.  Debt  limit  restrictions  prevented  the  raising  of  substantial 
additional  cash  at  this  time,  even  though  the  heavy  subscriptions 
would  indicate  market  wilHngness  to  accept  a  normal  overallotment. 
The  amount  allotted,  therefore,  was  only  sufficient  to  cover  the  matur- 
ing issues  and  provide  a  little  less  than  $100  million  of  new  cash. 
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On  March  2  legislation  was  enacted  '  temporarily  increasing  the 
debt  limit  to  $336  billion  through  June  30,  1967.  On  March  1  the 
Treasuiy  had  announced  that  it  would  auction  an  additional  $2.7 
biUion  of  the  June  1967  tax  anticipation  bills.  This  was  to  furnish  the 
balance  of  the  new  cash  needs  for  the  fiscal  year.  The  auction  was  set 
for  March  7  and  the  commercial  banks  were  allowed  to  pay  up  to 
50  percent  of  the  amount  of  their  accepted  tenders  by  credit  to 
Treasury  tax  and  loan  accounts.  The  bidding  was  aggressive  and  the 
average  auction  rate  was  set  at  4.30  percent. 

In  the  May  financing  the  Treasury  again  took  an  opportunity  to 
extend  the  debt  and  also  lighten  the  heavy  August  1967  maturities  by 
offering  a  prerefunding  package  containing  a  5-year  note.  Holders  of 
the  maturing  $9.7  billion  May  note  and  the  $1.4  billion  June  15, 
2)^  percent  bond  were  offered  a  15-month  A%  percent  note  and  a  5- 
year  4%  percent  note  at  par.  The  holders  of  the  three  August  maturi- 
ties totaling  $11.0  billion  were  offered  only  the  5-year  note.  Private 
investors  exchanged  82  percent  of  their  $4.2  billion  holdings  of  the 
May  and  June  maturities  and  in  the  prerefunding  more  than  26  per- 
cent of  their  $4.8  billion  holdings  of  August  maturities.  Including 
exchanges  by  official  accounts,  total  exchanges  for  the  two  new  issues 
came  to  $6.4  billion  for  the  4)4  percent  note  and  $5.3  billion^for  the 
5 -year  note. 

The  two  accompanying  tables  summarize  the  Treasury's  major 
financing  operations  during  the  fiscal  year  and  table  43  provides  data 
on  allotments  by  investor  classes.  The  exhibits  on  public  debt  opera- 
tions provide  fiu-ther  information  on  public  offerings  and  allotments 
by  issues  in  tables  and  representative  chculars.  For  details  on  partici- 
pation certificate  sales,  retirements,  and  those  outstanding  see 
table  115. 


•  See  exhibit  14. 
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Public  offerings  of  marketable  Treasury  securities  excluding  refinancing  of  regular 

bills,  fiscal  year  1967 

[In  millions  of  dollars] 


Date 


Cash  offerings       Exchange  oflertngs 


Description 


For  In  ad- 
For  new     For  re-      matur-  vance 
money     funding        ing  refund- 
issues  ing 


Total 


Cebtificates  and  Notes 


Apr.     1  l]/i%  exchange  note— Apr.  1, 1971  >. 

Aug.  15    &%%  certificate— Aug.  15, 1967 

Aug.  15    h]4,%  note— May  15,  1971 

Oct.     1  1J^%  exchange  note— Oct.  1, 1971 '.. 

Nov.  15  5^%  note— Feb.  15,  1968  at  99.88  3... 

Nov.  15  bys%  note— Nov.  15, 1971  at  99.62  3.. 

1967 
Feb.  15 
Feb.  15 
May  15 
May   15 


4?4%  note— May  15, 1968  3. 

4M%  note— Feb.  15,  1972  3 

414%  note— Aug.  15, 1968  at  99.95. 
4M%  note— May  15, 1972 


Total  certificates  and  notes. 


1966 
1967 

1966 
Aug.  26 

Aug.  26 

Oct.    16 

Oct.    16 

Dec.  12 

1967 
Mar.  13 


Bills  '  (Maturity  Value) 

Increase  in  outstanding  1-year  bill  offerings: 

July  through  September. 

October  through  December 

January  through  March 

April  through  June.. 


Total  increase 

Other  bill  offerings: 

5.338%  208-day  (tax  anticipation)  Mar.  22, 

1967 

5.433%  238-day  (tax  anticipation)  Apr.  21, 

1967 

5.483%  185-day  (tax  anticipation)  Apr.  21, 

1967,  additional 

5.586%  247-day  (tax  anticipation)  June  22, 

1967 

5.245%  192-day  (tax  anticipation)  June  22, 

1967,  additional 


4.295%  101-day  (tax  anticipation)  June  22, 
1967,  additional 


298 


85 


400 

2,400 

800 


3,600 

2,006 
1,003 
1,507 
2,007 
801 

2,707 


4,071 


7,508 


a  21 

5,919 

2,578 

35 


<  6, 444 

<  3, 952 


383       11,679       18,949 


- 5,919^      1(0  J<?t| 

1,687  4,265_^      '^  ' 

35^ 

2,635-n    ^   ^ 

l,734j       '  ^^ 

5,587l-7.S'1^ 

2, 006  J 

6.444    :,    .     7^^ 

1,358  5,310  J     'h    ^ 

3, 045  33,  956 


Total  bills 13,631        

Total  public  offerings 14,014       11,579 


18, 949 


400 

2,400 

800 

3,600 

2,006 

1,003 

1,607 

2,007 

801 

2,707 

13.631 

3, 045  47, 587 


1  Issued  only  on  demand  in  exchange  for  2J^  percent  Treasury  bonds.  Investment  Series  B-1975-80. 

2  Issued  subsequent  to  June  30, 1966. 

3  A  cash  offering  (all  subscriptions  subject  to  allotment)  was  made  for  the  purpose  of  paying  off  the  matured 
securities  in  cash.  Holders  of  the  maturing  securities  were  permitted  to  present  them  in  payment  in  lieu 
of  cash  to  the  extent  subscriptions  were  allotted.  For  further  detail  see  exhibit  2. 

<  The  23^  percent  June  1962-67  bonds  are  included  in  the  May  1967  refunding. 

5  Treasury  bUls  are  sold  on  a  discount  basis  with  competitive  bids  for  each  issue.  The  average  price  for 
auctioned  issues  gives  an  approximate  yield  on  a  bank  discount  basis  as  indicated  for  each  series. 
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Disposilion  of  markeldble  Treasury  securUies  excluding  regular  bills,  fiscal  year  1067 

[In  millions  of  dollars] 


Date  of 
refund- 
ing or 
retire- 
ment 


Securities 


Description  and  maturity  date 


Issue  date 


Re- 
deemed 
for  cash 
-   or  car- 
ried to 
ma- 
tured 
debt 


Exclianged  for 
new  issue 

In 
At  ma-     advance 


turity 


Total 


refund- 
ing 


1966 
Aug.  15 
Aug.  15 
Aug.  15 
Aug.  15 
Aug.  15 
Oct.  1 
Nov.  15 
Nov.  15 
Nov.  15 

1967 
,Feb.  15 
'  Feb.  15 
Apr.  1 
May  15 
May  15 
May  15 
May  15 
May  15 


1967 
Mar.  22 
Apr.  21 
Apr.  21 
June  22 
June  22 
June  22 


Bonds,  Notes,  and  Ceetificates 

4%  note— Aug.  15,  1966 Feb.  15,1962 

3%  bond— Aug.  15,  1966 Feb.  28,1958 

"  "'        "  19,1966 

15, 1965 

15, 1961 

1, 1961 

15, 1961 

15. 1965 

19. 1966 


4^%  certificate— Nov.  15, 1966 Jan. 

4%  note— Nov.  15,  1966 Feb. 

33/8%  bond— Nov.  15,  1966 Mar. 

VA%  exchange  note— Oct.  1, 1966 Oct. 

33^%  bond— Nov.  15,  1966 Mar. 

4%  note— Nov.  15,  1966 Feb. 

iU7o  certificate— Nov.  15,  1966 Jan. 


35^%  note— Feb.  15, 1967 Mar.  15,1963 

4%  note— Feb.  15,  1967 Aug.  13,1965, 

1}4%  exchange  note— Apr.  1,  1967 Apr.     1, 1962 

4}4%note— May  15,  1967... Nov.  15,1965 

2}^%  bond— June  15,  1967  2. May     5,1942 

5J4%  certificate- Aug.  15,  1967 Aug.  15.1966 

3M%  note— Aug.  15,  1967 Sept.  15,1962 

4Ji%  note— Aug.  15,  1967 Feb.  15,1966 

Total  bonds  and  notes 


Bills 

5.338%  (tax  anticipation).. Aug.  26,1966 

5.433%  (tax  anticipation).. Aug.  26,1966 

5.483%  (tax  anticipation).. Aug.  26,1966 

5.586%  (tax  anticipation) Aug.  26,1966 

5.245%  (tax  anticipation) Aug.  26,1966 

4.295%  (tax  anticipation) Aug.  26,1966 

Total  bills 

Total  securities 


601 
138 


357 

966 

1,035 

1,071 


7,935 
562 


1298 

"637 

163 


8,436 

700 

517  517 

584  684 

586  586 

357 

1,264 

1,672 

1.135 


1,907 

1450 

2,368 

1,737 

1  3,  414 

5,151 

270 

270 

438 

9,310 

9, 748' 

344 

1,086 

1,429 

308 

308 

837 

837 

213 

213 

8,764 

23,  755 

3,045 

35,565 

3  2,006 

2,006 

3  1, 003 

1,003 

3  1, 507 

1,507 

3  2,007 

2,007 

3  801 

801 

3  2,  707 

2,707 

10, 031 

10,031 

18,795        23,755  3,045      45,596 


•  Accepted  in  payment  in  lieu  of  casli. 

2  Included  in  the  May  1967  refunding. 

3  Including  tax  anticipation  issues  returned  for  taxes. 

Public  debt  changes 

Outstanding  public  and  guaranteed  debt  increased  $6.4  billion  in 
fiscal  1967  from  $320.4  billion  on  June  30,  1966,  to  $326.7  billion  on 
June  30,  1967.  In  the  marketable  sector  the  Treasury  issued  $47.6 
billion  of  new  securities  during  the  fiscal  year  exclusive  of  regular  bill 
rollovers.  Securities  issued  for  new  cash  totaled  $14.0  billion,  including 
$10.0  billion  of  tax  anticipation  bills  issued  and  redeemed  within 
the  fiscal  year.  Maturities  and  cash  redemptions,  including  the  tax 
anticipation  bills  and  Treasury  bonds  redeemed  for  estate  tax  purposes, 
were  $46.1  billion.  The  marketable  public  debt  outstanding  increased 
by  $1.5  billion.  Marketable  debt  maturing  within  1  year  rose  $0.5 
billion  in  fiscal  1967,  while  debt  maturing  in  1  to  5  years  increased 
by  $10.5  billion  and  debt  maturing  beyond  5  years  declined  by  $9.5 
billion.   The  increase  in  intermediate  term  debt  and   the  drop  in 
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longer  maturities  reflected  the  continued  inability  of  the  Treasury  to 
offer  bonds,  because  of  the  statutory  4K  percent  interest  ceiling. 

Public  nonmarketable  debt  increased  $0.3  billion  in  fiscal  year 
1967.  Outstanding  series  E  and  H  savings  bonds  increased  by  $1.1 
billion.  Redemptions  of  other  savings  bonds,  investment  series 
bonds,  and  securities  issued  directly  to  foreign  official  agencies 
declined  $0.8  billion.  The  series  E  and  H  bond  sales  during  the  fiscal 
year  were  the  highest  since  fiscal  1956,  totaling  nearly  $5.0  bUlion, 
an  increase  of  $0.3  bUlion  over  fiscal  1966.  Sales  of  series  E  bonds 
alone  amounted  to  $4.6  billion,  the  best  since  fiscal  1946.  Redemptions 
of  series  E  and  H  bonds  totaled  $5.4  bUlion.  Monthly  detail  of  savings 
bond  activity  in  fiscal  year  1967  is  shown  in  tables  46  and  47. 

June  30,    June  30,    Increase,  or 
Class  of  debt  1966  1967      decrease  (-) 


In  billions  of  dollars 


Public  debt: 

Marketable  public  issues,  maturing: 

Withinlyear - -. 89.1  89.6  0.5 

lto5years 60.9  71.4  10.5 

5to20years 42.0  32.8  -9.2 

Over  20  years - 17.0  16.8  -.2 

Total  marketable  issues 209.1  210.7  1.5 

Nonmarketable  public  issues: 
Savings  bonds: 

SeriesEandH 49.7  50.8  1.1 

Other  series .9  .4  —.5 

Investment  series  bonds 2.7  2.6  —.1 

Foreign  series  securities - .8  .6  —.2 

Foreign  currency  securities 1.0  .9  — .1 

Other  nonmarketable  debt .- .2  .2  (*) 

Total  nonmarketable  issues 55.2  55.5  .3 

Special  issues  to  Government  investment  accounts 51. 1  56. 2  5. 0 

Nonlnterest-bearing  debt 4.5  3.9  —.5 

Total  public  debt 319.9         326.2  6.3 

Guaranteed  debt  not  owned  by  Treasury .5  .5  .1 

Total  gross  public  debt  and  guaranteed  debt 320.4         326.7  &4 

*Less  than  $50  million. 

Special  securities  issued  directly  to  Government  trust  fimds  and 
accounts  rose  $5.0  billion  during  fiscal  year  1967  to  $56.2  billion  on 
Jime  30,  1967.  A  surplus  in  the  accounts  of  the  Federal  old  age  and 
survivors  insurance  trust  fund  and  the  unemployment  trust  fund  was 
largely  responsible  for  the  rise  in  trust  fund  holdings  of  special  issues. 
The  fiscal  year  1967  income,  expenditure,  and  investment  activities 
of  the  major  trust  funds  and  the  accounts  are  sho^vn  in  tables  64-84 
and  discussed  on  page  28. 

Guaranteed  debt  not  owned  by  Treasury  consists  of  $20  million 
District  of  Columbia  stadium  bonds  and  $492  mUHon  Federal  Housing 
Administration  debentures  issued  under  the  Housing  Act  of  1934. 
The  $0.1  billion  increase  in  this  category  during  the  fiscal  year  1967 
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was  the  result  of  additions  during  the  year  to  FHA  debentui-es 
outstanding. 

OWNERSHIP  OF  TREASURY  SECURITIES 

Of  the  $326.7  billion  of  gross  public  and  guaranteed  debt  outstand- 
ing at  the  end  of  fiscal  year  1967,  $122.5  billion,  slightly  over  one- 
third,  was  held  by  Government  investment  accounts  and  Federal 
Reserve  banks.  Just  over  one-sixth,  $55.5  billion,  was  held  by  com- 
mercial banks.  Private  nonbank  investors  held  the  remaining  $148.7 
billion,  or  just  under  half  of  the  total.  This  latter  group  of  investors 
comprises  individuals  (including  partnerships  and  pei-sonal  trust 
accounts),  insurance  companies,  mutual  savings  banks,  savings  and 
loan  associations,  nonfinancial  corporations,  pension  funds,  foreign 
and  international  accounts.  State  and  local  governments,  nonbank 
dealers,  and  nonprofit  associations.  The  ownership  distribution  is 
shown  graphically  in  chart  6. 

Major  changes. — Although  the  total  Federal  debt  increased  by  $6.4 
bilhon  during  the  fiscal  year,  Federal  Reserve  banks  and  Government 
investment  accounts  absorbed  $13.6  billion,  leaving  a  net  liquidation 
of  Federal  securities  of  $7.2  billion  by  private  investors.  While  com- 
mercial banks  increased  their  holdings  by  about  $0.7  billion,  corpora- 
tions continued  their  pattern  of  Uquidation  and  reduced  holdings  by 
$3.2  bilhon.  Holdings  of  individuals  declined  by  $2.2  biUion  and 
holdings  of  all  other  investors  as  a  group  were  down  by  nearly  $2.6 
biUion.  Ownership  by  investor  categories  on  selected  dates  and  changes 
in  o^vnership  during  the  fiscal  year  1967  are  shoAvn  in  the  accompany- 
ing table.  Data  on  ownership  of  interest-bearing  governmental  se- 
curities are  shown  in  table  54. 


REVIEW    OF    FISCAL    OPERATIONS 


25 


Ownership  of  Federal  securities  •  on  selected  dates,  1967-67 
[Dollar  amounts  in  billions] 


Change 
June  30,    June  30,    June  30,    June  30,     during 
1957  1965  1966  1967  fiscal 

year 
1967 


Estimated  ownership  by: 

Private  nonbank  investors: 
Individuals: ' 

Series  E  and  H  savings  bonds $41.5 

Other  securities. 24.8 

Total  individuals 66.3 

Insurance  companies 12.7 

Mutual  savings  banks— 7.9 

Savings  and  loan  associations 3. 1 

State  and  local  governments 16.8 

Foreign  and  international 7. 6 

Corporations 16. 1 

Miscellaneous  investors  3 5.4 

Total  private  nonbank  investors 135. 9 

Commercial  banks 66.2 

Federal  Reserve  banks - 23.0 

Federal  Government  investment  accounts 65. 6 

Total  gross  debt  outstanding. 270.6 


Percent  owned  by: 

Individuals 

Other  private  nonbank  investors 

Commercial  banks 

Federal  Reserve  banks 

Federal  Government  investment  accounts. 

Total  gross  debt  outstanding 


$48.3 

$49.2 

$50.4 

$1.1 

■■22.6 

'23.9 

20.5 
70.9 

-3.3 

'70.9 

'73.1 

-2.2 

10.6 

9.7 

8.7 

-1.0 

6.8 

5.1 

4.2 

-.9 

7.2 

7.3 

8.0 

.6 

24.1 

24.5 

25.0 

.5 

15.7 

15.4 

14.7 

-.7 

'15.3 

'14.2 

11.1 

-3.2 

7.6 

'7.2 

6.1 

-1.1 

157.1 

'  156.  7 

148.7 

-8.0 

58.3 

'54.8 

55.5 

.7 

39.1 

42.2 

46.7 

4.6 

63.4 

66.7 

75.8 

9.1 

317.9 


320.4 


326.7 


Percent 


24 

'22 

23 

22 

26 

'28 

26 

24 

21 

18 

17 

17 

9 

12 

13 

14 

21 

20 

21 

23 

'  Revised. 

>  Gross  public  debt  and  guaranteed  obligations  held  outside  the  Treasury. 
2  Includes  partnerships  and  personal  trust  accounts. 

» Includes  nonprofit  institutions,  corporate  pension  trust  funds,  and  nonbank  Government  security 
dealers. 


Chart  6 
Ownership  of  the  Federal  Debt,  June  30, 1967 
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Individuals. — During  fiscal  1967,  for  the  first  time  since  1961, 
Government  security  holdings  of  individuals  declined.  This  grouj), 
which  holds  more  of  the  Federal  del^t  than  any  of  the  other  private 
investor  categories,  reduced  its  holdings  by  $2.2  billion  from  $73.1 
bilHon  on  June  30,  1966,  to  $70.9  billion  on  June  30,  1967.  Individuals 
increased  their  holdings  of  series  E  and  H  savhigs  bonds  by  $1.1 
billion,  but  this  was  more  than  offset  by  a  reduction  of  $0.4  billion  in 
the  older  series  savings  bonds,  which  are  no  longer  issued,  and  $2.9 
billion  of  other  Federal  securities,  primarily  marketable  issues.  Hold- 
ings by  individuals  of  agency  securities  decreased  by  $0.7  billion  during 
the  year. 

Insurance  companies. — Holdings  of  Government  securities  by  msur- 
ance  companies  declined  $1.0  billion  during  fiscal  1967.  Life  companies 
reduced  their  holdings  $0.3  billion  to  a  postwar  low  of  $4.4  billion. 
Fire,  casualty  and  marine  companies  liquidated  $0.7  billion  to  reduce 
their  portfolios  to  $4.4  billion.  Life  insurance  companies  continued  to 
hold  a  large  proportion  of  their  portfolios  in  long-term  securities,  but 
the  average  maturity  of  their  marketable  governments  declined  by 
7  months  from  the  previous  June  to  19  years  4  months.  The  average 
matm-ity  of  the  marketable  governments  held  by  fire,  casualty  and 
marine  companies  showed  little  change  from  the  year  before,  falling 
slightly  from  7  years  1  month  at  the  beginning  of  the  year  to  7  years 
on  June  30,  1967.  Holdings  of  agency  securities  by  insurance  companies 
increased  by  $0.2  billion  during  the  year. 

Mutual  savings  banks. — Mutual  savings  banks  continued  to  liquidate 
their  Government  securities,  disposing  of  $0.9  billion  during  the  fiscal 
year.  The  structure  of  the  mutual  savings  bank  portfolio  of  Govern- 
ment securities  remained  relatively  stable  during  the  year  with  only 
a  2-month  drop  in  average  length  to  9  years  11  months.  Mutual 
savings  bank  holdings  of  Federal  agency  securities  increased  by  $0.2 
billion  and  holdings  of  corporate  securities  increased  by  $1.9  bUlion. 

Savings  and  loan  associations. — Government  security  holdings  of 
savings  and  loan  associations  have  increased  during  each  of  the  past  13 
fiscal  years  from  a  level  of  less  than  $2  billion  on  June  30,  1954,  to  $8.0 
billion  at  the  end  of  fiscal  1967.  Unlike  last  year,  when  the  industry 
experienced  a  pronounced  slackening  in  deposit  growth  and  the  in- 
crease in  Federal  security  holdings  dropped  to  $0.1  billion,  fiscal  1967 
was  a  year  of  improved  deposit  growth  and  investment  in  Federal 
securities  increased  by  $0.6  billion.  Savings  and  loan  associations 
generally  purchase  short  to  intermediate-term  maturities.  Approxi- 
mately 80  percent  of  their  Government  portfolio  matures  within  10 
years  with  the  heaviest  concentration  of  holdings  in  bonds  with  from 
5  to  10  years  to  maturity.  The  average  length  of  the  marketable 
Federal  security  holdings  of  these  institutions  is  7  years  1   month. 
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State  and  local  governments. — On  June  30,  1967,  State  and  municipal 
governments  held  $25.0  billion  of  Federal  securities — $0.5  billion  more 
than  at  the  end  of  fiscal  year  1966.  Holdings  of  State  and  municipal 
employee  pension  funds  increased  $0.1  billion  during  the  fiscal  year, 
while  nonretirement  funds  mcreased  their  holdings  by  $0.3  billion. 
The  bulk  of  pension  fund  investment  in  governments  is  long-term,  as 
evidenced  by  the  19  year  9  month  average  maturity  of  their  holdings. 
The  general  purpose  funds  of  States  and  municipalities  are  invested  in 
governments  for  relatively  short  periods  of  time,  with  Treasury  bills 
in  especially  heavy  demand  for  this  purpose.  In  fiscal  1967  State  and 
local  governments  liquidated  $0.1  billion  Federal  agency  securities. 

Foreign  and  international. — Foreign  holdings  of  U.S.  Government 
securities  totaling  $10.1  billion  were  little  changed  during  the  year 
while  holdings  by  international  and  regional  institutions  decreased 
$0.7  billion — to  a  yearend  level  of  $4.6  billion. 

Special  nonmarketable  securities  issued  directly  to  foreign  monetary 
authorities  declined  $0.3  billion  but  this  was  offset  by  an  increase  in 
their  holdings  of  marketable  securities.  Major  changes  during  the  year 
in  total  holdings  by  individual  country  were  liquidations  of  $0.4 
billion  by  Canada  and  $0.3  billion  by  France.  German  holdings 
increased  by  $0.5  billion. 

The  decline  in  holdings  by  international  and  regional  institutions 
reflected  a  $0.2  billion  drop  in  marketable  securities  held  mainly  by 
the  International  Bank  for  Reconstruction  and  Development  and  a 
$0.5  billion  decrease  in  special  noninterest-b earing  notes  issued  to  the 
International  Monetary  Fund,  the  International  Development  As- 
sociation, and  the  Inter-American  Development  Bank.  The  reduction 
in  IMF  holdings  reflected  a  change  in  the  accounting  for  U.S.  con- 
tributions which  have  not  yet  been  called.  On  June  30,  1967,  inter- 
national and  regional  accounts  held  $3.3  biUion  noninterest-bearing 
special  notes  and  $1.3  biUion  marketable  issues. 

In  fiscal  1967  the  foreign  and  international  investor  group  continued 
to  acquire  Federal  agency  securities  and  increased  their  holdings  of 
these  securities  by  $0.3  billion. 

Nonjinancial  corporations. — Liquidation  of  U.S.  Government  securi- 
ties by  nonfinancial  corporations  continued  during  the  fiscal  year,  but 
at  a  much  faster  pace  than  in  fiscal  1966 — $3.2  billion  in  fiscal  1967 
compared  to  $1.0  bilhon  in  fiscal  1966.  This  reduced  corporate  holdings 
of  governments  to  $11.1  biUion  at  the  end  of  fiscal  1967,  the  lowest 
level  of  the  postwar  period.  In  fiscal  1967  corporate  holdings  of  negoti- 
able certificates  of  deposits  feU  $1.0  billion  and  holdings  of  Federal 
agency  securities  also  declined  $1.0  bilHon. 

Other  private  nonbank  investors. — Nonprofit  institutions,  nonbank 
dealers,  corporate  pension  funds,  and  miscellaneous  smaller  institu- 
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tions  reduced  their  holdings  of  Government  securities  by  $1.1  biUion  in 
fiscal  1967  compared  to  $0.3  biUion  in  fiscal  1966.  Corporate  pension 
fund  holdings  dropped  $0.3  biUion,  while  dealers  and  nonprofit  and 
other  smaller  institutions'  holdings  of  Federal  securities  fell  $0.8  bil- 
Hon. 

Commercial  banks. — In  fiscal  year  1967  commercial  banks  were  net 
purchasers  of  $0.7  bilhon  Federal  securities  after  reducing  their  hold- 
ings in  the  4  previous  fiscal  years. 

In  the  first  half  of  the  fiscal  year  commercial  banks  acquired  $2.7 
bilHon  but  during  the  last  half  of  the  year  holdings  dechned  $2.0  bil- 
hon. Government  securities  held  by  the  larger  reserve  city  banks  in- 
creased $0.8  bilhon  while  smaller  banks  on  balance  hquidated  $0.1 
biUion.  The  year-to-year  increase  in  bank  holdings  of  State  and  local 
government  securities  was  up  sharply — $5.3  bilhon  in  fiscal  1967  com- 
pared to  $3.7  bUhon  in  fiscal  1966 — and  holdings  of  Federal  agency 
securities  increased  $0.2  bUhon. 

Federal  Reserve  System. — The  Federal  Reserve  System  acquired  a 
net  $4.5  biUion  of  Government  securities  during  fiscal  1967  as  the  Sys- 
tem continued  to  provide  for  growth  in  member  bank  reserves  and  to 
offset  reserve  drains  caused  by  sales  of  gold.  The  growth  was  $1.5  bil- 
Hon greater  than  in  fiscal  1966.  Treasury  bills  accounted  for  $3.7  bil- 
lion of  the  increase  and  coupon  securities  accounted  for  $0.9  biUion. 
As  of  June  30,  1967,  the  System  Open  Market  Account  held  $46.7  bil- 
lion of  Federal  securities  mth  an  average  maturity  of  17  months. 

Government  investment  accounts. — The  holdings  of  Government  in- 
vestment accounts  rose  $9.1  biUion  in  fiscal  year  1967 — $5.7  biUion 
more  than  in  fiscal  1966.  Special  issues  accounted  for  $5.0  bUlion  of 
the  increase  while  the  remaining  $4.1  billion  was  in  marketable  se- 
curities. The  major  increases  occurred  in  the  accounts  of  the  Federal 
old  age  and  survivors  insurance  trust  fund — $3.4  bUlion;  the  civU 
service  rethement  fund — $0.7  biUion;  and  the  unemployment  trust 
fund— $0.8  biUion. 

At  the  end  of  fiscal  1967  the  Government  investment  accounts 
held  $75.8  bUUon  of  Federal  securities.  Nearly  three-fourths  or  $56.2 
biUion  of  the  total  was  in  the  form  of  special  issues  held  only  by  these 
accounts.  The  remaining  one-fourth  included  $2.1  bUlion  of  non- 
marketable  investment  series  B  bonds  and  $17.5  biUion  of  other 
issues,  mostly  intermediate  and  longer  term  marketable  securities. 

Taxation  Developments 

The  most  significant  taxation  developments  in  fiscal  1967  dealt 
with  legislation  to  influence  the  short-term  performance  of  the  econ- 
omy. These  included  measures  to  suspend  and  restore  the  investment 
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tax  credit  and  proposals  for  an  income  tax  surcharge  and  other  rev- 
enue increasing  measures. 

Suspension  and  restoration  of  the  investment  credit  and  the  allowance  of  ac- 
celerated depreciation  on  certain  real  property 

Public  Law  89-800,  approved  by  President  Johnson  on  Novem- 
ber 8,  1966,  suspended  the  investment  credit  and  the  allowance  of 
accelerated  depreciation  on  certain  real  property  with  respect  to  prop- 
erty ordered  or  acquired  between  October  10,  1966,  and  December  31, 

1967,  and  provided  as  well  for  some  relaxation  on  the  limitations  on 
the  investment  credit,  to  take  effect  in  1968.  Public  Law  90-26, 
approved  June  13,  1967,  provided  that  the  investment  credit  and 
accelerated  depreciation  be  restored  as  of  March  10,  1967. 

On  September  8,  1966,  the  President  sent  a  message  to  the  Congress 
dealing  with  the  problem  of  inflation  and  tight  money.  The  message 
noted  fiscal  actions  taken  in  the  early  part  of  1966  to  take  excess 
purchasing  power  out  of  the  economy.  He  indicated  that  there  were 
nevertheless  "signs  of  developing  imbalance  in  the  economy,"  in- 
cluding price  increases  and  "an  exaggerated  boom  in  business  invest- 
ment." He  recommended  a  four-point  program,  which  included,  as 
well  as  the  suspension  recommendations,  reduction  in  Federal  expendi- 
ture and  cooperative  action  between  the  President,  the  Congress,  and 
the  Federal  Reserve  Board  "to  lower  interest  rates  and  to  ease  the 
inequitable  burden  of  tight  money." 

The  President  recommended  that  the  investment  credit  not  apply 
to  orders  placed  on  or  after  September  1,  1966,  and  before  January  1, 

1968,  regardless  of  the  date  of  delivery.  He  drew  particular  attention 
to  the  fact  that  for  the  past  3  years  business  investment  in  plant  and 
equipment  had  been  growing  more  than  twice  as  fast  as  GNP,  that 
backlogs  of  orders  for  machinery  and  equipment  were  growing,  and 
that  capital  markets  were  clogged  with  excessive  demand  for  funds  to 
finance  investment. 

With  regard  to  accelerated  depreciation  the  President  recommended 
that  the  Congress  suspend  until  January  1, 1968,  the  use  of  accelerated 
depreciation  on  all  buildings  and  structures  started  or  transferred  on  or 
after  September  1,  1966.  He  emphasized  the  recent  rapid  growth  of 
commercial  and  industrial  building  and  the  consequent  pressure  on 
buUding  costs  and  interest  rates. 

The  Ways  and  Means  Committee  held  hearings  on  the  President's 
recommendations  on  September  12-16,  1966.^  A  bill  substantially 
caiTying  out  the  President's  program  was  passed  by  the  House  on 
September  30.  Public  hearings  were  held  by  the  Senate  Finance  Com- 
mittee on  October  3,  5,  and  6,  1966.  The  bill  with  the  amendments 
was  passed  by  the  Senate  on  October  14.  The  report  of  the  Senate- 


1  See  exhibit  33. 


30    1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

House  Conference  was  filed  on  October  18  and  accepted  by  the  House 
on  October  20  and  by  the  Senate  on  October  21.  The  bill  (PubUc  Law 
89-800)  was  signed  on  November  8,  1966. 

The  suspension  legislation  contained  several  amendments  to  the 
President's  recommendation.  The  suspension  was  made  effective 
October  10,  1966,  rather  than  September  1.  Two  small  business 
exceptions  were  provided.  The  suspension  of  the  investment  credit 
did  not  apply  to  $20,000  of  investment  by  each  taxpayer  during  the 
suspension  period.  The  suspension  of  accelerated  depreciation  did  not 
apply  to  $50,000  of  construction  begun  during  the  suspension  period 
by  each  taxpayer,  but  the  suspension  applied  to  all  construction  which 
cost  $50,000  or  more.  The  suspension  of  accelerated  depreciation  on 
buildings  as  recommended  by  the  President  would  have  required  a 
cutback  to  straight  line,  but  the  legislation  required  only  a  cutback 
to  150  percent  declining  balance.  The  suspensions  were  made  inap- 
plicable to  certain  faciUties  for  water  and  air  pollution  control. 

Public  Law  89-800  also  contained  a  number  of  rules  clarifying  and 
somewhat  extending  the  President's  recommendation  that  the  sus- 
pension not  apply  to  assets  acquired  under  a  binding  contract  entered 
into  prior  to  the  suspension  date.  For  example,  the  suspension  was  also 
made  inapplicable  to  acquisitions  in  completion  of  facilities  over  50 
percent  of  which  were  on  order  on  the  suspension  date.  Analogous 
rules  were  written  for  certain  facilities  acquired  under  lease  and  for 
construction  of  plant  facilities  and  equipped  buildings. 

The  final  legislation  contained  two  amendments  to  the  basic  invest- 
ment credit  provision  that  were  to  take  effect  after  December  31, 
1967,  the  termination  of  the  suspension  period.  The  limitation  on  the 
amount  of  the  investment  credit  which  may  be  claimed  in  any  taxable 
year  was  raised  to  the  amount  of  the  tax  liability  up  to  $25,000  plus 
50  percent  (rather  than  25  percent)  of  the  remaining  liability.  The 
period  for  which  imused  credits  may  be  carried  over  was  extended 
from  5  years  to  7  years. 

The  legislation  contained  two  provisions  not  related  to  the  invest- 
ment credit.  One  authorized  the  issuance  of  a  new  type  of  retirement 
and  savings  bonds.  The  other  dealt  with  professional  football 
leagues. 

On  March  9,  1967,  the  President  addressed  a  message  to  the 
Congress  indicating  his  belief  that  the  objectives  of  the  suspension 
legislation  had  been  accomplished.  He  recommended  "immediate  and 
prompt  reinstatement  of  the  investment  tax  credit  and  accelerated 
depreciation."  Hearings  were  held  by  the  Ways  and  Means  Com- 
mittee on  March  14  and  the  legislation  was  passed  by  the  House  on 
March  16.  Hearings  were  held  by  the  Senate  Finance  Committee  on 
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March  20  and  21.^  The  bill  was  reported  with  amendments  by  the 
Finance  Committee  on  March  23.  Although  the  bill  was  debated  at 
great  length  in  the  Senate,  the  debate  related  almost  entirely  to  pro- 
posed amendments  to  the  Presidential  Election  Campaign  Fund  Act 
of  1966.  Final  passage  in  the  Senate  took  place  on  May  9.  The  Presi- 
dent signed  the  legislation,  Pubhc  Law  90-26,  on  June  13,  1967. 

The  legislation  differed  from  the  President's  recommendation  in 
that  it  provided  that  where  orders  were  placed  during  the  suspension 
period  (between  October  10,  1966,  and  March  9,  1967)  the  credit,  or 
accelerated  depreciation,  would  apply  to  property  acquired  after 
May  23,  1967,  and  it  would  apply  to  the  portion  of  construction, 
reconstruction,  or  erection  which  occurs  after  May  23,  1967.  The 
final  bill  also  made  the  new  50  percent  of  tax  provision  in  the  invest- 
ment credit  limitation  effective  March  10,  1967,  rather  than  Decem- 
ber 31,  1967. 

The  act  also  extended  the  investment  credit  to  aircraft  used  outside 
of  the  United  States  but  under  contract  with  the  United  States.  The 
act  also  delayed  the  tax  checkoff  and  distribution  of  funds  under 
the  Presidential  Election  Campaign  Fund  Act  until  after  the  adoption 
by  law  of  guidelines  governing  the  distribution  of  those  funds. 

The  act  is  expected  to  reduce  receipts  as  follows: 

Decrease  in 
receipts  (  — ) 
Fitcal  year  (millions) 

1967 -$320 

1968 -820 

1969 -475 

1970 -95 

Total -1,710 

Income  tax  surcharges,  speedup  of  corporate  tax  payments,  and  delay  in  reduction 
of  certain  excise  taxes 

A  temporary  6-percent  surcharge  on  individual  and  corporate  income 
tax  was  recommended  by  the  President  in  his  state  of  the  Union 
message  of  January  10,  1967,  in  response  to  continuing  and  rising 
Vietnam  obligations  and  to  increasing  domestic  needs.  As  revised 
budget  estimates  showed  a  larger  deficit  to  be  likely,  the  President, 
in  his  message  of  August  3,  1967,  on  the  state  of  the  budget  and  the 
economy,  asked  that  the  tax  surcharge  be  increased  to  10  percent.  The 
temporary  tax  on  corporations  was  to  become  effective  July  1,  1967, 
and  on  individuals  October  1,  1967.  It  was  also  recommended  that  the 
pending  reduction  of  automobile  and  telephone  excise  taxes  be  post- 
poned beyond  the  dates  specified  in  the  Tax  Adjustment  Act  of  1966 
(Public  Law  89-368).  Definitive  action  on  these  measures  was  not 
taken  until  well  into  the  fiscal  year  1968.  Details  will  be  contained  in 
the  1968  annual  report. 

>  See  exhibit  34. 
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Tax  treatment  of  the  aged 

The  President  in  his  Aid  for  the  Aged  Message  to  Congress  on 
January  23,  1967,  recommended  in  addition  to  social  security  amend- 
ments and  other  changes  that  the  "tax  structure  for  senior  citizens 
be  completely  overhauled,  simplified,  and  made  fairer,"  and  the 
"existing  tax  discrimination  against  the  older  Americans  who  are 
willing  and  able  to  work  be  eliminated."  These  objectives  were 
motivated  by  three  weaknesses  in  present  law:  It  grants  more  relief 
to  those  with  retirement  income  than  to  those  who  continue  working 
past  the  age  of  65;  it  is  of  more  value  to  the  elderly  with  higher 
incomes;  and  it  is  exceedingly  complex. 

The  details  of  the  recommendations  were  presented  on  March  1, 
1967,  to  the  Ways  and  Means  Committee  by  Assistant  Secretary  of 
the  Treasury  Surrey.^  The  proposed  tax  changes  were  included  in 
title  V  of  H.R.  5710  which  was  introduced  on  March  1,  1967. 

Under  the  provisions  of  H.R.  5710,  the  exclusion  of  social  security 
and  railroad  retirement  benefits  from  income  subject  to  tax,  the 
retirement  income  credit  against  income  tax  liability,  and  the  extra 
$600  aged  exemption  would  have  been  eliminated  and  replaced  by  a 
special  exemption  of  $2,300  for  single  taxpayers  over  65  and  one  of 
$4,000  for  married  couples.  The  $2,300  special  exemption  was  designed 
to  be  the  numerical  equivalent  of  the  maximum  primary  social 
security  benefit  (before  subsequent  legislation,  $1,600  rounded)  and 
the  extra  $600  personal  exemption  and  its  related  $100  minimum 
standard  deduction.  To  arrive  at  the  $4,000  married  couple's  exemp- 
tion there  was  added  $800  representing  the  wife's  social  security  benefit 
and  $700  representing  her  extra  $600  personal  exemption  and  related 
$100  minimum  standard  deduction,  with  the  total  rounded  to  $4,000. 
The  special  exemptions  would  have  been  reduced  doUar-for-dollar  for 
the  amount  of  income,  including  social  security  and  railroad  retire- 
ment benefits,  received  during  the  taxable  year  in  excess  of  $5,600 
in  the  case  of  a  single  individual  and  in  excess  of  $11,200  in  the  case 
of  a  married  couple.  To  reflect  contributions  to  retirement  the  amount 
of  the  exemption  would  in  no  case  have  been  reduced  below  one-third 
of  the  amount  of  these  benefits  included  for  income  tax  purposes. 

Other  particulars  of  the  proposal  were  the  following:  (1)  Disability 
benefits,  lump-sum  death  benefits,  and  children's  benefits  would 
remain  excludable  from  income;  (2)  the  provision  which,  under  certain 
conditions,  permits  a  taxpayer  to  claim  an  exemption  for  an  elderly 
parent  he  is  supporting  would  have  been  revised  to  allow  the  parent 
to  receive  up  to  $1,200 — rather  than  the  present  $600 — of  gross  income 
before  the  exemption  was  disallowed.  This  change  would  reflect  the 
fact  that  social  security  and  railroad  retirement  benefits  would  have 


>  See  exhibit  38. 
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then  been  included  in  appljdng  the  income  test;  (3)  the  minimum 
income  limits  for  fiUng  a  return  in  the  case  of  individuals  over  65 
would  have  been  raised  from  $1,200  to  $2,800.  For  married  couples, 
the  $2,800  would  have  been  in  terms  of  their  combined  income  in 
recognition  that  their  joint  income  was  considered  in  appljdng  the 
phase-out  rules  for  the  new  special  exemption. 

The  President's  proposal,  including  an  increase  in  social  security 
benefits,  was  a  balanced  revenue  program  on  which  action  was 
pending  at  the  fiscal  yearend. 

Social  security  amendments 

In  his  Aid  for  the  Aged  Message  of  January  23,  1967,  the  President 
stressed  the  inadequacy  of  present  social  security  benefits— 2}^ 
milhon  individuals  receiving  benefits  of  the  minimum  $44  a  month; 
an  average  monthly  benefit  of  $84 ;  more  than  5  milHon  still  living  in 
poverty. 

The  President  recommended  an  increase  in  social  security  payments 
(embodied  in  H.R.  5710,  Social  Security  Amendments  of  1967, 
introduced  on  February  20,  1967). 

The  President  also  recommended  ehmination  of  certain  inequities  in 
relation  to  farmworkers.  Federal  employees,  and  severely  disabled 
widows.  Certain  actuarial  adjustments  in  social  security  financing 
were  also  recommended. 

The  maximum  amount  of  earnings  taxable  and  creditable  toward 
social  security  benefits  was  to  have  been  increased  under  H.R.  5710 
from  $6,600  to  $7,800  for  the  years  1968  tlirough  1970,  to  $9,000  for 
1971  through  1973,  and  to  $10,800  after  1973.  The  amount  an  indi- 
vidual would  have  been  permitted  to  earn  without  suffering  a  deduc- 
tion in  his  social  security  benefits  was  increased  from  $1,500  to  $1,680, 
and  the  amount  a  beneficiary  could  earn  in  a  month  and  still  get  his 
benefit  for  that  month,  regardless  of  his  annual  earnings,  was  increased 
from  $125  to  $140. 

Under  H.R.  5710  the  tax  rate  schedule  was  to  have  been  revised  to 
provide:  (1)  the  tax  rate  for  the  self-employed  for  1969  to  1972 
would  be  6.8  percent  (instead  of  6.6  percent) ;  (2)  the  employee- 
employer  rate  would  be  9  percent  in  1969  to  1972  (instead  of  8.8 
percent)  and  10  percent  (instead  of  9.7  percent)  after  1972. 

The  social  security  provisions  of  H.E,.  5710  were  reformulated  in 
H.R.  12080,  Social  Security  Amendments  of  1967,  which  was  reported 
out  by  the  Ways  and  Means  Committee  on  August  7,  1967.  Final 
action  on  these  measures  was  not  taken  until  later  in  fiscal  1968. 

Excise  taxes 

Transportation  user  charges. — President  Johnson  in  his  January  1967 
budget  message  repeated  his  recommendation  of  1966  for  new  and 
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revised  user  charges  related  to  Federal  aid  to  highways  and  Federal 
expenditures  for  the  waterways  and  ah'ways  systems.  The  recommended 
rates  and  coverage  for  highway  and  waterwa3^s  user  charges  were  the 
same  as  those  pro})osed  by  the  President  in  1966.  In  the  case  of  ah-- 
ways  user  charges,  the  detailed  proposals  were  the  same  as  the  amend- 
ed recommendations  of  August  1966.  For  details,  see  1966  annual 
report,  pages  43-44. 

The  President  also  recommended  in  his  budget  message  the  transfer 
from  the  general  fund  of  the  Treasury  of  revenues  equal  to  2  per- 
centage points  of  the  excise  tax  on  passenger  automobiles  to  a  new 
highway  beauty-safety  trust  fund.  A  draft  of  proposed  legislation  was 
sent  to  the  President  of  the  Senate  and  the  Speaker  of  the  House  of 
Representatives  on  February  23,  1967,  by  the  Secretary  of  Transporta- 
tion. 

No  Congressional  action  was  taken  in  fiscal  1967  on  the  President's 
1967  transportation  user  charge  recommendations. 

Time  of  payment  of  excises. — Payment  of  most  major  excise  taxes, 
other  than  those  on  alcoholjc  beverages  and  tobacco  products,  was 
changed  by  regulations  from  a  monthly  basis  to  a  semimonthly  basis 
for  liability  beginning  with  the  first  half  of  February  1967.  Payment 
of  taxes  on  alcoholic  beverages  and  tobacco  products  was  already  on  a 
semimonthly  basis.  Under  prior  procedure,  amounts  due  for  any  month 
(if  in  excess  of  $100)  had  to  be  deposited  by  the  end  of  the  following 
month.  The  revised  rule,  applicable  to  taxpayers  whose  liability  for 
any  month  in  the  preceding  calendar  quarter  exceeded  $2,000,  requires 
liabilities  for  each  semimonthly  period  to  be  deposited  by  the  end  of 
the  next  semimonthly  period.  Special  provisions  are  applicable  to  the 
transportation  and  communications  taxes  because  liability  for  the 
taxes  is  on  the  customers  and  not  the  firms  furnishing  the  services. 
The  change  in  the  payment  system  was  estimated  to  increase  adminis- 
trative budget  receipts  in  the  fiscal  year  1967  by  $275  million. 

Excise  legislation.— Puhlic  Law  89-523,  approved  August  1,  1966, 
provided  that  manufacturers  or  importers  of  tires  and  tubes  shall  be 
liable  for  excise  taxes  at  the  time  of  delivery  to  their  retail  stores  of 
tires  and  tubes  produced  or  imported  by  them. 

Public  Law  89-809,  approved  November  13,  1966,  included  a  pro- 
vision making  manufacturers  sales  of  ambulances,  hearses,  or  combina- 
tion ambulance-hearses  subject  to  the  7-percent  excise  tax  on  passenger 
automobiles.  Previously,  by  administrative  interpretation,  ambulances 
were  classified  as  passenger  automobiles  for  excise  tax  pm-poses,  while 
hearses  and  combination  ambulance-hearses  were  classified  as  trucks 
and  subject  to  a  10-percent  rate  of  tax. 

Public  Law  90-73,  approved  August  27,  1967,  provided  that  wine 
can  be  withdrawn  free  of  tax  when  rendered  unfit  for  beverage  use. 
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Other  legislation  enacted 

Changes  in  tax  treatment  covering  a  variety  of  Code  provisions 
were  contained  in  the  Foreign  Investors  Tax  Act,  Pubhc  Law  89-809, 
signed  by  the  President  on  November  13,  1966: 

(1)  Certain  special  limitations  with  respect  to  the  deductibility 
of  contributions  to  pension  plans  by  self-employed  individuals  were 
removed.  First,  the  limitation  of  the  deduction  to  50  percent  of  the 
contribution  was  eliminated,  but  the  provision  restricting  the  contri- 
bution to  the  lesser  of  10  percent  of  earned  income  or  $2,500  was 
retained.  Second,  it  allowed  a  self-employed  individual  to  include 
in  earned  income  aU  of  his  net  profits  when  his  income  is  earned  from 
a  business  in  which  both  the  performance  of  personal  services  and 
capital  are  material  income-producing  factors. 

(2)  Present  law  relating  to  the  retirement  plans  of  authors,  in- 
ventors, and  others  was  altered  so  that  gain  on  the  sale  of  property 
created  by  their  own  effort  could  be  included  in  the  earned  income 
base  for  the  purpose  of  computing  deductions  for  contributions  to 
such  plans. 

(3)  The  taxation  of  straddles  was  modified  to  treat  any  gain  on 
the  lapse  of  an  option,  granted  to  the  taxpayer  as  part  of  the  straddle, 
as  short-term  capital  gain  (instead  of  ordinary  income).  This  permits 
it  to  be  netted  against  any  capital  loss  which  may  result  from  the 
exercise  of  the  other  option  granted  in  the  straddle,  whUe  retaining 
ordinary  income  treatment  for  any  excess  of  net  short-term  capital 
gain  over  net  long-term  capital  loss. 

(4)  To  obtain  public  support  of  Presidential  election  campaign 
financing  each  individual  was  allowed  to  designate  $1  of  his  income 
tax  liability  to  be  paid  into  the  Presidential  Election  Campaign  Fund. 
(The  operation  of  this  provision  was  suspended  in  subsequent  legis- 
lation, Public  Law  90-26,  discussed  earlier.) 

(5)  The  percentage  depletion  allowance  for  certain  extractive 
products  was  liberalized. 

(6)  Tax-free  exchanges  of  securities  by  means  of  swap  funds  were 
restricted  to  plans  filed  with  the  Seciu"ities  Exchange  Commission 
by  January  1,  1967,  and  completed  before  July  1,  1967. 

(7)  The  7-percent  investment  credit  is  extended  to  property  located 
in  U.S.  possessions  which  is  placed  in  service  after  December  31, 
1965,  so  long  as  the  property  is  owned  by  a  U.S.  taxpayer  subject 
to  Federal  income  tax  on  income  from  the  possession  and  such  property 
would  otherwise  be  qualified  for  the  investment  credit. 

(8)  Changes  were  made  in  treatment  of  basis  of  property  received 
on  liquidation  of  a  subsidiary  corporation. 

(9)  For  purposes  of  the  personal  holding  company  tax,  rents  re- 
ceived from  the  leasing  of  tangible  personal  property  manufactured 
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by  a  taxpayer  will  be  treated  as  active  income,  ratlier  than  personal 
holding  company  income,  if  the  taxpayer  duriiin'  Ihe  year  engaged  in 
substantial  manufacturing  of  llie  same  type  of  pro|)erty. 

(10)  The  provision  relating  to  the  taxation  of  cooperatives  and  their 
patrons  was  changed  to  provide  tax  treatment  with  respect  to  per  unit 
retain  certificates  which  parallels,  in  general,  the  tax  treatment 
applicable  to  patronage  dividends. 

Public  Law  89-496,  approved  Jul}^  5,  1966,  amended  the  Bank- 
ruptcy Act  with  respect  to  the  priority  and  dischargeability  of  taxes 
in  banki'uptcy.  Generally,  Federal,  State,  and  local  tax  liabilities 
which  became  legally  due  and  owing  more  than  3  years  preceding 
bankruptcy  are  discharged,  and  the  priority  accorded  tax  claims  is 
also  generally  denied  to  such  liabilities. 

Public  Law  89-570,  approved  September  12,  1966,  added  section  617 
to  the  Internal  Revenue  Code.  Under  section  617,  a  taxpayer  may 
elect  to  deduct  an  unlimited  amount  of  mineral  exploration  expendi- 
tures. Under  i)rior  law,  which  remains  in  efi'ect  for  taxpayers  who  do 
not  elect  the  benefits  of  section  617,  the  total  amount  deducted  as 
exploration  expenditures  may  not  exceed  $400,000.  The  amount  de- 
ducted under  section  617  is  recaptured  when  a  mine  reaches  the 
producing  stage.  At  that  time,  the  taxpayer  may  include  in  income 
his  prior  exploration  deductions  or  may  forgo  depletion  from  the  mine 
until  the  depletion  deductions  forgone  equal  the  exploration  expendi- 
tures previously  deducted.  Prior  exploration  deduction  provisions  do 
not  contain  any  recapture  requirements.  New  section  617  applies  to 
mines  but  not  to  oil  or  gas  wells. 

Public  Law  89-713,  approved  November  2,  1900,  amended  the 
Internal  Revenue  Code  of  1954  in  relation  to  the  place  for  filing 
returns  to  promote  savings  under  the  Internal  Revenue  Service's 
automatic  data  processing  system. 

Public  Law  89-721,  approved  November  2,  1966,  stipulates  that  no 
interest  is  due  on  income  tax  refunds  made  within  45  days  after  the 
filing  of  the  tax  return. 

Public  Law  89-719,  approved  November  2,  1966,  conforms  the  tax 
lien  provisions  in  the  Code  to  present  commercial  practices  and  makes 
a  number  of  modifications  that  clarify  existing  tecluiical  problems. 
The  legislation  constitutes  the  first  comprehensive  revision  and 
modernization  of  Code  ])rovisions  concerned  with  the  Federal  tax  lien 
and  its  priority  over  the  interests  of  other  creditors  of  a  delinquent 
taxpayer. 

Pubhc  Law  89-722,  approved  November  2,  1966,  amended  the  Code 
to  allow  a  deduction  for  additions  to  a  reserve  for  certain  guaranteed 
debt  obligations. 
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Public  Law  89-739,  approved  November  2,  1966,  amended  the  Code 
to  increase  from  $200  to  $500  the  monthly  combat  pay  exclusion  for 
commissioned  officers  serving  in  combat  zones. 

Public  Law  90-78,  approved  August  31,  1967,  amended  the  Code  to 
provide  rules  relating  to  the  deduction  for  personal  exemptions  for 
children  of  parents  who  are  divorced  or  separated. 

Administration,  interpretation,  and  clarification  of  tax  laws 

During  the  fiscal  year  1967,  the  Treasury  Department  issued  28 
final  regulations,  three  temporaiy  regulations,  five  Executive  orders, 
and  22  notices  of  proposed  rulemaking,  relating  to  matters  other  than 
alcohol  and  tobacco  taxes.  In  addition,  the  Department  issued  five 
final  regulations  and  one  notice  of  proposed  rulemaking  on  alcohol 
and  tobacco  tax  matters. 

Treasury  decisions  pubhshed  during  the  fiscal  year  included  those 
relating  to  the  semimonthly  deposit  of  certain  excise  and  employment 
taxes  and  the  fifing  of  certain  excise  and  employment  tax  returns 
directly  with  service  centers,  the  deposit  of  corporation  income  and 
estimated  income  tax  with  Government  depositaries,  the  filing  of 
consolidated  returns  by  afliliated  corporations,  and  the  deductibility 
of  educational  expenses. 

Among  the  subjects  dealt  with  in  notices  of  proposed  rulemaking 
published  during  the  fiscal  year  and  still  pending  at  the  end  of  the  year 
were  the  allocation  of  income  and  deductions  among  related  businesses, 
the  treatment  of  income  from  unrelated  trade  or  business  activity  of 
exempt  organizations,  the  percentage  depletion  rate  for  certain  clays 
and  the  treatment  processes  considered  as  mining  for  computing  per- 
centage depletion  in  the  case  of  minerals  and  ores,  and  the  allocation 
of  Federal  income  tax  liability  among  members  of  an  afliliated  group 
fifing  a  consoUdated  return,  for  the  purpose  of  determining  their 
respective  earnings  and  profits. 

International  tax  matters 

The  Foreign  Investors  Tax  Act  (Public  Law  89-809)  was  signed  by 
the  President  on  November  13,  1966.^  The  act,  which  represents  the 
first  comprehensive  revision  of  the  U.S.  tax  treatment  of  nonresident 
afiens  and  foreign  corporations,  is  based  on  the  recommendations  of 
the  "Keport  of  the  Fowler  Task  Force"  of  1964.  The  act  facihtates 
foreign  investment  in  the  United  States  by  reducing  the  U.S.  estate 
tax  burden  on  estates  of  nonresidents  and  by  differentiating  between 
investment  income  and  business  income  of  nonresidents  and  applying 
ordinary  progressive  rates  only  to  the  business  income. 

In  addition,  the  act  changed  several  provisions  relating  to  tax 
treatment  of  U.S.  investment  abroad: 


>  See  1966  annual  report,  p.  49. 
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(1)  The  exclusion  from  the  interest  equalization  tax  for  certain 
loans  to  insure  raw  material  sources  is  extended  where  the  U.S. 
person  who  acquires  the  obligation  does  not  do  so  with  an  intent  to 
sell  it  to  other  U.S.  persons. 

(2)  The  exclusion  from  the  interest  equalization  tax  for  reserve 
asset  pools  of  U.S.  insurance  companies  is  extended  to  allow  establish- 
ment of  reserve  asset  pools  where  a  U.S.  insurance  company  commences 
activities  in  a  developed  country  or  where  a  less-developed  coimtry  is 
designated  as  a  developed  country. 

(3)  The  President  is  given  authority  to  exempt  from  the  mterest 
equalization  tax,  U.S.  dollar  loans  of  more  than  1  j^ear  made  by  foreign 
branches  of  U.S.  banks. 

The  Interest  Equalization  Tax  Extension  Act  of  1967  (Public  Law 
90-59)  was  signed  into  law  on  July  31,  1967.  The  new  act  empowers  the 
President  to  vary  the  rate  from  zero  to  22.5  percent  for  long  maturities 
(100  percent  of  the  maximum  rate  under  the  original  law).  The 
President  raised  the  rates  in  August  1967  under  Executive  Order 
11368.  The  new  act  also  includes  new  measures  to  reduce  the  possibility 
of  evasion. 

Proposed  regulations  were  issued  in  August  1966,  under  sections  482 
(allocation  of  mcome  between  related  companies)  and  861  (source 
rules)  of  the  Internal  Revenue  Code.  Taxpayer  comments  on  these 
proposed  regulations  were  being  reviewed  at  the  end  of  the  fiscal  year 
in  preparing  the  final  regulations.  Proposed  amendments  to  the 
regulations  under  section  954(e),  dealing  with  service  income  of 
foreign  base  companies,  were  issued  in  February  1967.  Final  regula- 
tions were  issued  under  three  sections  concerning  the  Foreign  Investors 
Tax  Act,  sections  1441,  1442,  and  1461,  regulatmg  the  collection  of 
U.S.  withholding  taxes  on  nonresident  aliens  and  foreign  corporations. 

Conventions  to  avoid  double  taxation  of  income  were  signed  with 
Brazil,  Canada,  and  Trinidad  and  Tobago  and  submitted  to  the 
Senate  for  ratification.  The  convention  with  Brazil  is  a  new  and  fidl- 
scale  agreement  extending  the  7-percent  investment  credit  to  invest- 
ment in  Brazil,  and  if  ratified,  will  be  the  first  such  U.S.  convention 
with  a  developmg  country.  Tlie  agreement  with  Canada  is  a  supple- 
mentary convention  further  modifying  the  convention  of  1942;  it 
deals  with  a  particular  aspect  of  that  treaty  which  Avas  conducive 
to  tax  evasion.  The  convention  with  Trinidad  and  Tobago  is  also 
limited  in  scope.  The  United  Kingdom  treaty  applied  to  Trinidad 
and  Tobago  on  its  independence,  that  treaty  has  been  terminated  by 
Trinidad  and  Tobago  as  no  longer  suitable  and  the  treaty  with  the 
United  States,  signed  in  December  1966,  is  an  interim  agreement 
until  a  complete  new  treaty  can  be  negotiated. 
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In  accordance  with  the  terms  provided  in  the  treaty  between 
Honduras  and  the  United  States,  Honduras  gave  notice  of  its  inten- 
tion to  termmate  the  treaty  which  consequently  ceased  to  have  effect 
as  of  December  31,  1966.  Similar  notice  was  given  by  Cyprus  in  June 
1967  that  that  treaty  will  be  terminated  effective  in  1968. 

Treaty  negotiations  were  initiated  durmg  the  year  with  Jamaica, 
Korea,  and  Singapore  and  preliminary  discussions  were  held  with 
Argentina.  Discussions  with  Portugal  were  continued  during  the  year 
as  were  discussions  with  France  which  resulted  in  the  signing  of  a 
convention  with  France  shortly  after  the  close  of  the  fiscal  year. 

Treasury  representatives  participated  in  the  work  of  the  Fiscal 
Committee  of  the  Organization  for  Economic  Cooperation  and  De- 
velopment. Among  the  topics  considered  were  border  tax  adjustments 
(adjustments  of  indirect  taxes  on  goods  crossing  international  bor- 
ders), a  review  of  bilateral  treaties  concluded  since  adoption  of  the 
OECD  Drajt  Double  Taxation  Convention  in  terms  of  how  closely 
they  conform  to  that  model,  and  continued  discussions  of  the  provi- 
sions of  the  draft  convention  with  a  view  to  revising  it  in  the  future. 

International  Financial  Afifairs 

The  U.S.  balance  of  payments 

The  overall  balance. — After  remaining  unchanged  during  the  calendar 
year  1966  at  the  previous  year's  level  of  about  $1,350  million,  the 
payments  deficit  on  the  liquidity  basis  increased  again  during  the 
first  half  of  1967 — to  a  half-year  total  of  $1,050  million,  seasonally 
adjusted. 

The  balance  measured  on  the  official  reserve  transactions  basis^ 
swung  from  a  calendar  year  1965  deficit  almost  identical  with  that 
on  the  liquidity  basis  to  a  surplus  in  1966,  as  dollar  holdmgs  of  foreign 
central  banks  fell  substantially  and  high  interest  rates  attracted  in- 
creased private  dollar  holdings.  In  the  January-June  half  of  1967, 
this  deficit  again  increased  substantially. 

A  statistical  presentation  of  U.S.  balance-of-payments  transactions 
on  these  two  bases  for  the  calendar  years  1964-66  and  January-June 
1967  is  contained  in  table  100.^ 

Major  developments. — During  the  first  half  of  1967  the  balance-of- 
payments  deficit  was  higher  (at  a  seasonally  adjusted  annual  rate) 
than  in  1965-66. 

The  trade  surplus  increased  only  slightly  from  its  depressed  level  of 
1966.  Imports  leveled  off  with  the  slackening  in  aggregate  demand  in 


1  The  official  settlements  balance  counts  changes  in  dollar  claims  of  foreign  ofncial  monetary  authorities— 
l)ut  not  private  holdings— in  addition  to  reserve  losses  of  the  U.S.  The  liquidity  balance  counts  changes 
in  the  liquid  dollar  holdings  of  all  foreigners— private  and  public— as  well  as  losses  in  reserves. 

2  Beginning  vs^ith  this  annual  report,  the  section  on  foreign  holdings  of  gold  and  dollars  and  the  table  on 
wliich  it  was  based  (1966  annual  report,  table  9G)  are  discontinued.  The  presentation  of  world  reserves  in 
the  "International  Liquidity"  section  of  the  International  Monetary  Fund  publication.  International 
Financial  Statistics,  now  meets  the  need  to  which  the  Treasury  table  was  originally  directed. 
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the  U.S.  economy  in  the  fu'st  hall"  of  the  year.  However,  exports  also 
leveled  oflF  after  the  first  quarter,  partly  because  economic  activity  in 
Western  Em-ope  was  not  expanding  nuicli. 

There  was  a  further  increase  in  U.S.  military  expenditures  in 
Vietnam;  and  a  sizable  increase  in  outflows  of  U.S.  private  capital 
other  than  for  direct  investment,  particularly  through  bank  lending 
abroad  and  thi'ough  purchases  of  foreign  and  international  seciu'ities 
exempt  from  the  interest  equalization  tax.  The  larger  cai)ital  outflow 
was  in  part  a  normal  reflection  of  easier  monetary  conditions  in  the 
United  States  as  compared  with  1966.  The  improved  liqiddity  of 
commercial  banks  helps  to  explain  not  only  the  increase  in  bank 
loans  to  foreign  borrowers  but  also  the  repayment  during  this  half 
year  of  debt  of  head  offices  of  U.S.  banks  to  their  branches  abroad. 
The  result  of  this  reflow  shows  up  in  the  very  large  deficit  on  the 
official  settlements  basis  in  the  first  half  of  the  j^ear. 

Balance-of-'payments  program. — During  fiscal  1967  the  administra- 
tion's program  to  improve  the  balance  of  payments  was  further 
strengthened  and,  particularly  during  the  latter  part  of  the  period,  the 
Cabinet  Committee  on  the  Balance  of  Payments,  of  which  the  Sec- 
retary of  the  Treasury  is  chairman,  conducted  a  further  intensive 
review  of  the  program.^ 

The  voluntary  cooperation  program  to  restrain  capital  outflows, 
administered  by  the  Commerce  Department  for  business  corporations 
and  by  the  Federal  Reserve  Board  for  financial  institutions,  was 
continued,  and  suggested  targets  for  calendar  year  1967  were 
tightened. 

The  Congress,  acting  on  the  recommendation  of  the  President, 
voted  to  extend  the  life  of  the  interest  equalization  tax  for  2  years 
(to  July  31,  1969)  and,  in  addition,  changed  the  law  so  as  to  make  it  a 
more  flexible  policy  instrument.^ 

This  change  gave  the  President  discretionary  authority  to  vary  the 
rate  of  tax  so  as  to  make  the  extra  cost  to  a  foreigner  of  borrowing  in 
the  United  States  equivalent  to  between  zero  and  one  and  one-half 
percent  per  annum.  After  being  raised  temporarily  to  the  IK  percent 
level  during  the  period  of  congressional  consideration,  the  tax  was 
reduced  on  August  30,  1967,  to  1^  percent. 

This  lowering  of  the  tax  rate  by  Presidential  Executive  Order 
reemphasized  the  fact  that  the  purpose  of  the  interest  equalization 
tax  is  to  equalize  the  interest  cost  of  borrowing  between  U.S.  and 
foreign  capital  markets. 


<  On  Jan.  1,  1968,  tlic  President  announced  a  balance-of-paymoMts  action  program  designed  to  bring 
aVjout  a  decisive  improvement  in  the  balance  of  payments  during  c  il  ■iidar  19()8.  Tlie  1908  program  ineluiics 
mandatory  limitations  on  direct  investment  abroad,  tighter  restraints  on  foreign  lending  by  financial  insti- 
tutions, measures  to  improve  the  travel  deficit  and  reduce  Government  expenditures  overseas,  and  long- 
term  measures  to  improve  our  trade  position  and  increase  foreign  investment  and  travel  in  the  United  States. 

2  Public  Law  90-59,  July  31. 19G7. 
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The  interest  equalization  tax  is  not  designed  to  halt  completely  the 
outflow  of  portfolio  capital  from  the  United  States,  but  rather,  by 
equalizing  borrowing  costs,  to  moderate  the  rate  of  outflow  to  a  level 
which  is  dependent  upon  factors  other  than  substantial  basic  interest 
rate  dift'erentials.  The  new  flexibility  to  vary  the  rate  of  the  tax  will 
assure  that  as  the  U.S.  balance-of-payments  position  improves,  it  will 
be  possible  to  reduce  restraining  policies  gradually  without  fear  that 
excessive  outflows  of  capital  will  suddenly  arise. 

In  addition  to  changing  the  rate  of  the  tax,  the  Congress  also 
strengthened  the  procedure  for  establishing  American  ownership  of  a 
foreign  security  in  order  to  permit  tax-free  transactions  among 
American  owners.  It  is  now  necessary  for  an  American  seller  of  a 
foreign  security  to  show  by  means  of  a  validation  certificate  either 
that  he  paid  the  tax  when  the  shares  Avere  originally  acquired  or  that 
these  shares  were  exempt  from  the  tax. 

Treasury  and  Federal  Reserve  exchange  operations  ' 

Pressure  on  the  pound  sterling  was  the  dominant  feature  of  foreign 
exchange  markets  during  the  fiscal  year  1967.  To  counteract  this 
pressure  the  Bank  of  England  increased  its  discount  rate  and  doubled 
the  deposit  requirements  of  the  commercial  banks.  In  July  1966 
additional  measures  to  reduce  domestic  demand  and  strengthen  the 
British  external  position  were  put  into  effect. 

The  Federal  Reserve  System  increased  its  swap  line  with  the  Bank 
of  England  to  support  sterling.  To  deal  with  dollar  flows  to  various 
countries  the  Federal  Reserve  increased  the  total  of  swap  lines  from 
$2.8  billion  to  $4.8  billion  at  the  fiscal  yearend.  The  movement  of 
funds  was  also  related  to  the  Middle  East  conflict  in  Jvuie  1967. 

Because  of  the  unsettled  nature  of  foreign  exchange  markets  and 
the  associated  transfers  of  funds  but  also  because  of  seasonal  patterns 
in  certain  important  instances,  there  was  a  tendency  for  some  national 
monetary  authorities  to  flnd  their  dollar  resources  rising  to  higher 
than  customary  levels.  In  these  circumstances,  the  United  States 
again  used  the  Federal  Reserve  swap  lines.  Although  the  aggregate 
amount  outstanding  during  the  year  was  fairly  substantial  (due  in 
part  to  activations  on  behalf  of  the  United  Kingdom),  by  the  early 
spring  these  positions  had  either  been  reversed  in  the  markets  or 
repaid  through  longer  term  financing,  e.g.,  a  U.S.  drawing  on  the 
International  Monetary  Fund. 

Transactions  under  these  swap  arrangements  during  the  fiscal  year 
are  shown  in  the  accompanying  tables. 


>  These  operations  are  fully  reported  in  the  "Treasury  and  Federal  Reserve  Foreign  Exchange  Opera- 
tions." See  exhibits  58  and  59. 
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Drawings   and  repayments   by   Federal   Reserve   System  under  reciprocal   currency 
arrangements,  July  1,  1966 — June  30,  1967 

[In  millions  of  dollars] 

Bank  Drawings      Repayments    Outstanding 

National  Bank  of  Belgium 67.5  40.0  27.5 

German  Federal  Bank _ 140.0  140.0      

Bank  of  Italy 325.0  325.0      

Netherlands  Bank 65.0  65.0      

Swiss  National  Bank -.  260.0  103.0  157.0 

Bank  for  International  Settlements ..- _ 260.0  75.0  185.0 


TotalaUbaaks --. 1,117.5  748.0  369.5 

Drawings   and   repayments   by  foreign   central    banks    -under    reciprocal   currency 
arrangements,  July  1,  1966 — June  80,  1967 

[In  millions  of  dollars] 
Bank  Drawings     Repayments    Outstanding 

BankofCanada 17.6  17.6      

Bank  of  England - .-  675.0  625.0  225.0 

Bank  for  International  Settlements - 510.0  367.0  143.0 

Total  all  banks... ---.  1,202.6  1,009.6  368.0 

During  the  fiscal  year  the  Treasury  issued  securities  to  some  foreign 
central  banks  to  liquidate  currency  swaps,  and  retired  other  issues  at 
maturity.  On  June  30,  1967,  Treasury  obligations  denominated  in 
foreign  currencies  stood  at  $890.4  million  equivalent,  in  comparison 
with  $957.2  on  June  30,  1966. 

During  the  fiscal  year  gold  sales  by  the  United  States  to  foreign 
countries  totaled  $232  million  compared  with  sales  of  $378  million  in 
fiscal  year  1966.  (See  table  96.)  The  substantial  fm-ther  reduction  in 
the  volume  of  gold  sales  continued  the  improved  trend  noted  in  the 
1966  annual  report.  France  was  again  the  principal  buyer,  pm-chasing 
$277  million,  during  the  first  fiscal  quarter.  The  main  offsets  to  this 
loss  were  receipts  of  gold  from  the  United  Kingdom  and  Canada 
totaling  $175  million. 

Treasury  exchange  and  stabilization  agreements 

During  the  fiscal  year  1967  exchange  agreements  were  in  effect 
with  Argentina,  Colombia,  Mexico,  and  Venezuela.  The  1-year 
$12.5  million  exchange  agreement  with  Colombia  expired  on  March  31, 
1967.  On  May  2,  1967,  the  Treasury  entered  into  a  1-year  $75  milUon 
exchange  agreement  with  Argentina.  The  2-year  $75  million  exchange 
agreement  entered  into  with  Mexico  on  December  30,  1965,  was 
amended  on  June  24,  1967,  to  increase  the  amount  to  $100  million. 
(See  exhibits  68  and  69  and  table  101.) 

International  monetary  negotiations 

The  negotiations  on  an  agreement  for  strengthening  the  inter- 
national monetary  system,  through  the  creation  of  a  new  asset  as 
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and  when  needed  to  supplement  existing  reserves,  were  broadened 
and  advanced  significantly  during  the  fiscal  year.  This  work  was 
carried  out  by  the  Group  of  Ten  industrial  countries  (Belgium, 
Canada,  France,  Germany,  Italy,  Japan,  the  Netherlands,  Sweden, 
the  United  Kingdom,  and  the  United  States),  in  the  International 
Monetary  Fund,  and  for  the  first  time,  in  joint  meetings  between 
the  Executive  Directors  of  the  Fund  and  the  Deputies  of  the  Group 
of  Ten.  The  Ten,  meeting  at  Ministerial  level  in  the  Hague  in  July 
1966,  reached  agreement  on  basic  principles,  as  developed  over  the 
preceding  months  by  their  Deputies,  and,  with  the  exception  of  one 
delegation,  recommended  the  joint  meetings  in  order  to  provide  a 
wider  framework  in  which  to  consider  the  questions  that  affect  the 
world  economy  as  a  whole.  The  U.S.  delegation  at  the  Hague  meeting 
was  headed  by  the  Secretary  of  the  Treasury,  In  September,  the 
Governors  of  the  International  Monetary  Fund,  in  their  remarks  at 
the  Fund's  Annual  Meeting,  indicated  a  clear  desire  to  proceed  with 
the  Joint  Meetings.  This  position  was  strongly  recommended  by  the 
Secretary  of  the  Treasury  as  U.S.  Governor.^ 

Four  Joint  Meetings  were  held,  at  the  International  Monetary  Fund 
in  Washington,  in  November  1966  and  April  1967,  in  London  in 
January  1967,  and  in  Paris  in  June  1967.^ 

The  First  Joint  Meeting  successfully  established  a  firm  foundation 
for  the  productive  negotiations  of  the  major  problems  of  meeting  the 
world's  future  needs  for  reserves  by  collective  action.  These  needs  were 
discussed,  as  were  technical  problems  relating  to  the  natm-e  and  form  of 
a  deliberately  created  reserve  asset,  its  distribution  and  provisions  for 
its  holding  and  use.  The  Second  Joint  Meeting  pursued  these  matters 
and  such  questions  as  the  conditions  under  which  the  asset  might 
initially  be  created  and  procedures  for  taking  the  necessary  decisions 
to  create  the  new  reserves.  While  still  at  an  exploratory  stage,  progress 
was  made  toward  establishing  the  basis  for  eventual  agreement. 
Progress  was  also  made  toward  the  goal  of  completing  the  outline  of  a 
concrete  plan  for  presentation  at  the  September  annual  meeting  of 
the  IMF.  The  Third  Joint  Meeting  dealt  with  subjects  introduced 
earher,  especially  criteria  for  assessing  the  need  for  additional  reserves 
and  its  urgency,  and  consideration  was  begun  of  specific  plans  for  the 
creation  of  reserve  assets.  The  Fourth  Joint  Meeting  resulted  in  a  draft 
outline  for  a  new  facility  within  the  framework  of  the  International 
Monetary  Fund,  incorporating  the  general  principles  and  elements 


1  See  exhibit  44. 

2  At  each  Joint  Meeting,  the  United  States  was  represented  by  Under  Secretary  of  the  Treasury  for  Mone- 
tary Affairs  Frederick  L.  Deming  and  Federal  Reserve  Board  Governor  J.  Dewey  Daane,  as  U.S.  Deputies 
of  the  Group  of  Ten,  and  by  the  U.S.  Executive  Director  and  Alternate  Executive  Director  of  the  IMF, 
William  B.  Dale  and  John  S.  Hooker,  respectively.  The  meetings  were  also  attended  by  Mr.  George  H.  Willis, 
Deputy  to  the  Assistant  Secretary  of  the  Treasury  for  International  Monetary  Affairs,  and  Mr.  Robert 
Solomon,  Adviser  to  the  Board  of  Governors  of  the  Federal  Reserve  System. 
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upon  which  agreement  had  been  reached  and  setting  forth  various 
alternative  suggestions  for  dealing  with  the  remaining  open  questions. 

Recognizing  that  the  principal  questions  which  could  not  be  resolved 
in  the  Joint  Meetings  woidd  reqiui-e  resolution  at  Ministerial  level,  it 
was  agreed  that  the  various  alternatives  would  be  considered  by  the 
Ministers  and  Governors  of  the  Ten,  at  their  London  meeting  in  July 
1967.  The  most  important  of  these  involved  the  manner  in  which 
decisions  would  be  taken  after  the  plan  was  in  effect,  regarding  the 
timing  and  the  amounts  of  the  new  asset  to  be  created,  and  certain 
provisions  with  respect  to  the  holding  and  transfer  of  the  asset  and 
the  reconstitution  of  holdings  of  the  new  asset  after  use.  With  the 
resolution  of  these  questions  it  would  then  be  ])ossible  to  reach  agree- 
ment on  the  outline  of  a  compreliensive  plan  for  consideration  by  the 
Governors  of  the  International  Monetary  Fund. 

In  addition  to  participating  in  the  Joint  Meetings,  the  Executive 
Directors  of  the  Fund  and  the  Deputies  of  the  Group  of  Ten  met 
independently  at  frequent  intervals  to  discuss  all  aspects  of  the 
negotiations.  In  coorduiating  and  guiding  the  U.S.  negotiating  position 
throughout  the  year,  strong  reliance  was  placed  on  the  Secretary's 
Advisory  Committee  on  International  Monetary  Arrangements  '  and 
on  an  Inter-Departmental  Grouj)  chaired  by  Under  Secretary  for 
Monetary  Affairs  Deming.  Members  of  the  Congress  especially 
interested  in  this  subject  were  kept  informed  of  the  course  of  the 
negotiations,  in  particular  members  of  the  Subcommittee  on  Inter- 
national Exchange  and  Payments  of  the  Joint  Economic  Committee. 
This  committee  at  an  early  stage  had  made  significant  contributions 
to  understanding  the  urgency  and  dimensions  of  the  problem  of 
meeting  world  liquidity  needs. 

The  basis  of  the  U.S.  negotiating  position  was  that  the  uncertainties 
surrounding  future  world  reserve  growth  were  so  great  that  unless 
agreement  were  soon  reached  on  a  plan  for  the  creation  of  a  supple- 
mentary reserve  asset,  the  growth  of  the  world  economy,  affecting  all 
countries,  could  be  seriously  impaired.  The  stability  of  the  interna- 
tional monetary  system  coidd  be  threatened  unless  there  were  assurance 
that  the  world's  growing  needs  for  reserves  woidd  be  adequately  met. 
Moreover,  through  collective  action  to  create  a  new  asset  as  and 
when  needed  to  supplement  existing  reserve  forms — primarily  gold 
and  dollars — the  international  monetary  system  could  be  strengthened 
for  the  years  ahead.  The  Secretary  discussed  the  need  for  sharing 
the  common  responsibility  for  an  effective  world  monetary  system 
in  a  public  statement  on  March  17,  1967.^ 


1  See  exhibit  73. 

2  See  exhibit  48. 
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International  Monetary  Fund  ^ 

The  need  for  greater  international  liquidity  through  the  creation  of 
a  new  reserve  asset  to  supplement  gold  and  dollars  in  the  reserves  of 
the  member  countries  was  the  principal  topic  of  discussion  at  the  1966 
meeting  of  the  Board  of  Governors.  Secretary  Fowler,^  after  com- 
menting on  the  world  balance-of-payments  situation,  noted  that  the 
United  States  was  taking  measures  to  move  toward  equilibrium  as 
fast  as  the  unusual  exchange  drain  resulting  from  the  Vietnam  conflict 
would  permit.  Cooperation  among  surplus  and  deficit  countries  is 
essential  for  world  equilibrium  and  he  hoped  that  a  specific  plan  for 
reserve  creation  that  would  be  internationally  acceptable  coidd  be 
prepared  for  action  at  the  1967  meeting. 

In  concluding  the  discussions  the  Managing  Director  of  the  Fund, 
Mr.  Schweitzer,  noted  that  there  was  general  agreement  that  action 
to  improve  the  international  monetary  system  was  needed,  that  the 
Fund  should  play  the  central  role  in  any  arrangements  that  might  be 
adopted,  and  that  the  plan  should  be  for  the  benefit  of  all  Fund  mem- 
bers. He  noted  the  progress  being  made  in  the  discussions  between  the 
Fund  Executive  Board  and  the  Deputies  of  the  Group  of  Ten  and 
looked  forward  to  the  formulation  of  an  acceptable  program.^ 

During  the  fiscal  year  the  Fund's  currency  sales  (drawings)  ag- 
gregated the  equivalent  of  $1.1  billion,  of  which  $139.5  million  was  in 
dollars.  Repurchases  during  the  year  aggregated  $759.6  million  all  in 
currencies  other  than  the  dollar.  From  the  beginning  of  operations  to 
June  30,  1967,  total  drawings  have  aggregated  the  equivalent  of  $13.4 
billion,  of  which  $5.1  billion  was  in  dollars.  Cumulative  repurchases  to 
June  30,  1967,  were  equivalent  to  $7.1  billion,  of  which  $3.6  billion  was 
in  dollars.  The  principal  other  currencies  used  in  both  purchase  and 
repurchase  were  those  of  Canada  and  the  continental  European 
countries. 

Diu-ing  the  fiscal  year  the  United  States  purchased  with  dollars  the 
equivalent  of  $460  milHon,  to  bring  the  total  of  gross  drawings  to 
$1,640  million.  As  the  result  of  purchases  of  dollars  by  other  countries 
the  net  drawing  on  the  Fund  by  the  United  States  was  $851.4  million 
at  the  fiscal  yearend.  The  largest  number  of  U.S.  drawings  have  been 
made  to  facilitate  repurchases  by  other  countries  (technical  drawings 
whereby  the  United  States  drew  currencies  from  the  Fund  to  enable 
third  countries  to  purchase  with  dollars  amounts  needed  in  other  cur- 
rencies in  repurchase  transactions).  In  1967,  however,  the  United 


1  Fuller  discussions  of  the  activities  of  the  IMF  and  other  international  financial  organizations  are  given 
ill  the  National  Advisory  Council's  Annual  Report  for  the  fiscal  year  1967  (90th  Cong.,  2dsess.  H.  Doc.  200). 

2  See  exhibit  44.  The  U.S.  delegation  included  Under  Secretary  of  State  Ball  (Alternate  Governor),  Treas- 
uiy  Under  Secretary  Barr,  Under  Secretary  for  Monetary  Affairs  Deming,  Assistant  Secretary  Knowlton , 
U.S.  Executive  Director  of  the  Bank  Merchant,  and  U.S.  Executive  Director  of  the  Fund  Dale  as  Tem- 
porary Alternate  Governors.  The  members  of  the  NAC  and  congressional  committee  members  served  as 
advisors. 

3  These  joint  meetings  resulted  in  a  proposal  for  the  creation  of  special  drawing  rights  in  the  Fund,  which 
was  approved  m  pruiciple  by  the  Governors  at  their  meeting  in  September  1967. 
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States  drew  Italian  lire  in  the  equivalent  of  $250  million  to  purchase 
dollars  which  Italy  had  acquired  as  the  result  of  its  payments  surplus. 
Since  the  Fund's  holdings  of  lire  were  low,  it  borrowed  the  amount 
required  from  Italy. 

Further  progress  was  made  during  the  year  in  the  liberalization  of 
exchange  restrictions,  reduction  of  bilateral  agreements,  and  the  ac- 
ceptance of  the  convertibility  obligations  of  the  Fund  agreement.  The 
Fund  continued  its  valuable  consultations  with  both  article  XIV 
(inconvertible  currency)  and  article  VIII  (convertible  currency)  coun- 
tries and  intensified  its  technical  assistance  activities,  particularly  in 
the  area  of  taxation  and  public  finance  policies. 
International  financing  of  economic  development  ' 

The  International  Bank  group. — The  International  Bank  for  Recon- 
struction and  Development  and  its  affiliates  (International  Develop- 
ment Association  (IDA)  and  International  Finance  Corporation 
(IFC))  committed  $1.3  billion  during  the  fiscal  year  for  financing 
various  economic  development  projects  in  the  member  countries. 

The  World  Bank  made  new  loans  of  $876.8  million,  principally  for 
electric  power,  roads,  and  railways.  Aside  from  a  few  smaU  loans  to 
European  countries  with  low  incomes,  the  loans  went  to  less-developed 
countries  in  Asia,  Latin  America,  and,  in  smaller  amount,  to  Africa. 
The  Bank  also  committed  $100  million  to  the  IFC,  as  permitted  by 
amendments  to  the  Articles  of  Agreement  adopted  in  1965.  IDA  credits 
of  $353.5  million  financed  industrial  import  programs  in  India  and 
Pakistan  ($240  million  combined)  and  work  in  education,  agriculture, 
roads,  and  minor  projects. 

The  IFC  investments,  which  are  not  guaranteed  by  governments, 
were  made  in  private  companies  on  a  loan  and  equity  basis  for  fertilizer 
plants,  a  private  public  utility,  a  paper  and  pulpmill,  and  some  smaller 
items. 

The  loan  operations  of  the  World  Bank  are  financed  by  capital 
subscriptions,  borrowing  on  financial  markets,  sales  of  participations 
in  loans,  repayments  of  loans,  and  earnings  on  loans  and  investments. 
During  the  year  the  Bank  issued  $390.2  million  in  new  bonds,  refunded 
maturing  issues  and  delivered  bonds  on  issues  previously  sold  on  a 
delayed  delivery  basis.  New  borrowings  consisted  of  an  issue  of 
$250  million  in  the  U.S.  market  (of  which  $159.9  million  was  for 
delayed  delivery),  $100  million  in  U.S.  doUar  2-year  bonds  sold 
abroad,  and  smaller  issues  of  Canadian  dollar  and  Swiss  franc  securi- 
ties. The  Bank  has  invested  the  proceeds  of  the  U.S.  market  issues 
in  longer  term  Treasury  obligations  pending  disbursement  to  reduce 
any  adverse  effects  on  the  balance  of  pajTuents.  The  Bank  has  con- 
tinued its  efforts  to  finance  its  work  by  issues  in  other  markets. 

•  The  activities  of  the  year  in  this  field  have  been  more  fully  reported  in  the  NAG  report  noted  above. 
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At  the  close  of  the  fiscal  year  the  International  Bank's  funded  debt 
stood  at  $3,075  miUion,  of  which  $2,308  million  was  dollar  denomi- 
nated, and  the  balance  in  Canadian  dollars,  Deutsche  marks,  Swiss 
francs,  lu-e,  guilders,  sterling,  and  Belgian  francs.  It  is  estimated 
that  more  than  half  of  the  Bank's  securities  is  held  abroad. 

IDA  credits  are  funded  by  member  subscriptions  and  contribu- 
tions, grants  from  the  net  earnings  of  the  World  Bank,  repayments 
of  credits,  and  earnings.  Of  IDA's  usable  resources,  cumulative  to  the 
end  of  the  fiscal  year,  a  total  of  $1,781  million,  the  Part  I  (developed) 
countries  have  contributed  $1,524  milhon;  IBRD  grants,  $200 
million;  and  earnings  and  contributions  of  Part  II  countries,  the 
balance.  At  the  fiscal  yearend  only  $86.8  miUion  was  not  committed, 
though  the  entire  amount  had  been  earmarked  for  projects  and 
programs. 

President  Johnson  has  indicated  the  willingness  of  the  United 
States,  subject  to  congressional  approval,  to  participate  with  other 
countries  in  providing  additional  resources  to  IDA.  In  March  1967, 
Secretary  Fowler  was  authorized  to  support  an  IDA  replenishment 
at  an  increased  level,  provided  that  consideration  was  given  to  the 
balance-of-payments  problems  of  deficit  donor  countries  when  IDA's 
new  resources  would  be  made  available.  Replenishment  measures 
were  under  discussion  at  the  end  of  the  fiscal  year. 

The  Convention  for  the  Settlement  of  Investment  Disputes  between 
States  and  Nationals  of  Other  States,  proposed  by  the  Bank,  became 
effective  on  October  14,  1966,  mth  the  deposit  of  the  requisite  acces- 
sions. The  Convention  establishes  procediu-es  for  voluntary  concilia- 
tion and  arbitration  of  disputes  between  investors  and  national 
governments.  The  Convention  is  to  be  administered  by  the  Inter- 
national Centre  for  Settlement  of  Investment  Disputes,  affiliated 
with  the  World  Bank.  The  Administrative  Council  of  the  Centre  held 
an  inaugLU-al  meeting  in  February  1967  and  adopted  provisional  rules 
of  procedure.  It  elected  the  first  Secretary- General  (Mr.  Aron  Broches, 
General  Counsel  of  the  Bank)  and  took  other  organizational  steps. 
No  cases  had  been  brought  to  the  Centre's  attention  by  the  end  of 
the  fiscal  year. 

Inter-American  Development  Bank. — The  Eighth  Annual  Meeting 
of  the  Board  of  Governors  of  the  Inter-American  Development  Bank  ' 
was  held  in  Washmgton,  D.C.,  from  April  24-28,  1967.^  At  this  meet- 
ing the  Board  of  Governors  agreed  to  recommend  to  their  govern- 
ments a  $1.2  billion  equivalent  increase  in  the  resources  of  the  Bank's 

'  For  background  oa  the  establishment  and  operations  of  the  Inter-American  Development  Bank,  see 
1965  annual  report,  pp.  58-60. 

2  The  U.S.  Governor  of  the  Bank,  Secretary  Fowler,  headed  the  U.S.  delegation  to  the  meeting.  The  dele- 
gation  also  included  Under  Secretary  of  the  Treasury  Joseph  W.  BaiT  and  Assistant  Secretary  of  the  Treasury 
Winthrop  Knowlton  (both  of  whom  acted  as  temporary  alternate  governors)  together  with  members  of  the 
Congress  and  representatives  of  the  U.S.  Government  agencies  constituting  the  National  Advisory  Council 
on  International  Monetary  and  Financial  Policies. 


48    196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Fund  for  Special  Operations  (of  which  the  U.S.  share  would  be  $900 
million)  and  a  $1.0  bilhon  increase  in  the  Bank's  Ordinary  Capital 
callable  stock  (of  which  the  U.S.  share  would  be  $411.8  niiUioii).  The 
Governors  also  requested  the  Board  of  Executive  Directors  to  study 
and  make  recommendations  with  respect  to  the  mobilization  of 
additional  resources  from  nonmember  capital  exporting  countries  of 
Western  Europe  and  other  areas.^ 

To  obtain  resoiu'ces  for  Ordinary  Capital  lending  the  IDB  increased 
its  short-  and  long-term  borrowings  by  $69.4  million  during  the  fiscal 
year,  comprising  an  $11.4  million  equivalent  Swiss  franc  issue  in 
August  1966,  a  $50  million  issue  in  the  United  States  in  January  1967, 
and  a  $30  million  short-term  doUar  bond  issue  (of  which  $25  million 
replaced  maturing  short-term  bonds  of  1966)  placed  outside  the 
United  States  in  April  1967.  In  addition,  the  Bank  utilized  $3.0 
million  equivalent  of  the  1966  direct  borrowing  of  Japanese  yen.  As 
of  June  30,  1967,  the  Bank's  cumulative  total  borrowings  amounted 
to  $442.9  million  equivalent,  of  which  $275  million  had  been  raised 
in  the  U.S.  market  and  the  balance  in  foreign  capital  markets. 

The  subscribed  resom-ces  of  the  Bank's  Fund  for  Special  Operations 
totaled  $1,119.5  million  as  of  June  30,  1967.  In  December  1966,  the 
United  States  made  its  third  and  final  $250  million  payment  to  the 
Bank  piu*suant  to  the  increase  in  the  resources  of  the  Bank's  Fund  for 
Special  Operations  approved  in  fiscal  year  1965  of  which  the  U.S. 
contributing  share  was  $750  million,  payable  in  three  equal  in- 
stallments. 

As  of  June  30,  1967,  the  Inter-American  Development  Bank  had 
authorized  405  loans  amounting  to  the  equivalent  of  $2,088.4  million, 
comprising:  144  loans  amounting  to  $831.1  million  equivalent  from 
its  ordinary  capital  resources;  144  loans  amounting  to  $756.1  million 
from  the  resources  of  the  Fund  for  Special  Operations;  and  117  loans 
from  the  Social  Progress  Trust  Fund  amounting  to  $501.2  million.  In 
addition,  the  Bank  had  authorized  9  loans  amounting  to  $15.6  million 
equivalent  from  the  Canadian  Fund  which  it  administers  on  behalf  of 
the  Government  of  Canada.^  Cumulative  total  disbursements  from 
all  sources  of  the  Bank's  funds  amounted  to  $916.6  million  as  of 
June  30,  1967. 

During  August  1966,  the  Subcommittee  on  International  Finance 
of  the  Committee  on  Banking  and  Currency  of  the  House  of  Repre- 


1  In  October  1967,  consequent  to  tliis  request  by  the  Board  of  Governors,  the  Bank  adopted  measiu'es  to 
condition  procurement  financed  with  Bani  loans  in  economically  advanced  nonmember  countries  on  an 
appropriate  contribution  of  resources  to  the  Bank  by  the  respective  country  by  way  of  bond  stiles,  funds 
entrusted  to  the  Bank  for  administration,  participation  in  Bank  loans,  and  parallel  fniancing  operations. 

2  This  (Canadian  Fund  was,  throuKh  two  agreements  with  the  Bank,  expanded  by  Cana(lian$20  million 
during  fiscal  year  1967  to  a  total  of  C'ana<lian$30  million. 

In  December  l'J66,  the  Bank  and  tlie  (Jovernment  of  Sweden  also  agreed  to  establish  a  Swedish  Develop- 
ment Fund  for  Latin  America  with  an  initial  Swedish  contril)Ution  of  $5  million.  Loans  from  this  Fund 
are  to  be  used  jointly  with  loans  from  the  Bank's  Ordinary  ('a])ital  resources  and  will  generally  be  on  the 
same  terms  a,s  the  Swedish  (Jovernment  applies  to  dovolopmeut  credits. 
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seiitatives  held  hearings  on  the  role  of  the  Inter-American  Develop- 
ment Bank  in  Latin  American  agricultm'al  development.  In  a  letter 
dated  September  9,  1966,  to  Representative  Henry  S.  Reuss,  Chair- 
man of  this  Subcommittee,  Secretary  Fowler  observed  that  while  the 
Bank  was  already  playing  an  important  role  in  this  area,  it  should 
assume  a  stiU  more  important  role  in  the  future. 

The  Asian  Development  Bank. — The  Asian  Development  Bank  came 
into  existence  on  August  22,  1966,  upon  the  ratification  of  its  Articles 
of  Agreement  by  the  United  States  ^  and  14  other  countries.  The 
Board  of  Governors  of  the  Bank  held  its  inaugural  meeting  in  Tokyo 
November  24-26,  1966,  at  which  Takeshi  Watanabe  of  Japan  was 
elected  the  Bank's  first  President.  At  that  meeting  the  Governors 
increased  the  authorized  capital  from  $1  billion  to  $1.1  biUion.  The 
meeting  was  attended  by  Secretary  of  the  Treasury  Fowler  and 
AID  Administrator  William  S.  Gaud,  U.S.  Governor  and  Alternate 
Governor,  respectively.  The  Bank's  first  board  of  directors  was  also 
elected  at  that  meeting.  Mr.  Bernard  Zagorin,  who  had  previously 
been  appointed  by  the  President  after  Senate  confirmation,  was  elected 
a  Director  of  the  Bank  by  the  vote  of  the  U.S.  Governor.  In  December 
1966,  the  Directors  held  their  first  formal  meeting  and  declared 
the  Bank  open  for  business. 

The  Bank,  which  has  its  headquarters  in  Manila,  now  has  a  mem- 
bership of  31  countries,  19  of  which  are  regional  countries,  and  12 
of  which,  including  the  United  States,  are  developed  nonregional 
countries.  Of  the  Bank's  $1.1  billion  authorized  capital,  $965  million 
has  been  subscribed  by  the  present  membership,  $615  mdlion  by  the 
regional  members,  including  $200  million  by  Japan,  and  $350  million 
by  the  nonregional  members,  including  $200  million  by  the  United 
States.  One-half  of  each  member  country's  subscription  consists  of 
paid-in  capital,  payable  in  five  equal  annual  installments.  The  remain- 
ing half  is  callable  capital  to  provide  backing  for  future  borrowings  of 
the  Bank.  The  first  of  the  United  States'  five  $20  million  installments 
of  paid-in  capital  was  paid  in  August  1966,^  and  consisted  of  $10 
million  in  cash  and  $10  million  in  the  form  of  a  noninterest-bearing 
letter  of  credit  which  may  be  drawn  on  in  future  years  when  required 
by  the  Bank  for  disbursement. 

In  addition  to  its  normal  operations  in  development  financing  on 
conventional  terms  along  the  fines  of  the  International  Bank  for 
Reconstruction  and  Development,  the  Asian  Development  Baiik  is 
authorized  to  accept  the  administration  of  special  funds  designed  to 
serve  purposes  consistent  with  those  of  the  Bank.  In  April  1967  the 
Asian  Development  Bank  agreed  in  principle  to  manage  a  multilateral 

1  On  Aug.  16,  1966,  the  United  States  deposited  its  instrument  of  ratification  of  the  Asian  Development 
Bank  at  the  United  Nations, 
a  The  second  installment  was  paid  in  August  1967. 
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special  fund  for  agricultural  development  proposed  by  the  Ministerial 
Conference  on  Southeast  Asian  Development.  In  July  1967,  the  Bank 
commissioned  an  Asian  agricultural  survey  to  be  conducted  by  an 
international  team  of  experts  in  jireparation  for  the  operation  of  the 
proposed  special  fund  for  agricultural  development. 

In  his  state  of  the  Union  message  in  January  1967,  President 
Johnson  announced  his  intention  to  seek  authorization  of  $200  million 
to  be  appropriated  over  a  period  of  years  as  the  U.S.  sliare  of  multi- 
lateral special  funds  to  be  administered  by  the  Asian  Development 
Bank.^ 

Organization  for  Economic  Cooperation  and  Development 

The  sixth  Ministerial  Council  meeting  of  the  Organization  for 
Economic  Cooperation  and  Development  (OECD)  met  in  Paris  on 
November  24-25,  1966.  Deputy  Assistant  Secretary  John  Petty 
served  as  a  member  of  the  U.S.  delegation.  The  Council  of  Ministers 
found  growth  prospects  for  the  remainder  of  the  1960-70  decade 
favorable  but  cautioned  member  countries  to  contain  inflationary 
tendencies  and  insure  increase  of  productive  resources  while  making 
optimum  use  of  available  manpower.  The  Ministers  agreed  to  con- 
tinue the  Organization's  efforts  to  improve  the  functioning  of  capital 
market  mechanisms  for  mobiUzing  savings  and  financing  investments 
as  well  as  to  continue  enquiry  into  the  economic  consequences  of 
differences  in  scientific  and  technological  levels  among  countries.  The 
Council  also  stressed  the  need  for  increased  assistance  to  the  develop- 
ing countries  and  improvement  in  its  terms  and  conditions  with  a 
greater  emphasis  on  agricultural  assistance.  It  was  agreed  that 
consideration  should  be  given  to  the  possibiUties  of  \videning  the 
area  of  East-West  economic  relations. 

The  Economic  Policy  Committee  (EPC)  of  the  OECD  met  three 
times  during  the  year  to  discuss  the  overall  economic  situation  of 
member  countries  in  the  course  of  which  attention  was  drawn  to  the 
slowdown  in  growth  of  demand  and  output  in  the  OECD  area  as  a 
whole.  Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Deming 
was  a  member  of  the  U.S.  delegation. 

The  EPC's  Working  Party  on  Policies  for  Promotion  of  Better 
Payments  Equilibrium  (Working  Party  3)  met  six  times  during  the 
year  with  Under  Secretary  Deming  as  chairman  of  the  U.S.  delega- 
tion. Following  the  publication  of  its  major  report  "Balance  of  Pay- 
ments Adjustment  Process,"  in  August  1966  the  group  continued  its 
efforts  to  apply  the  principles  delineated  in  the  report  with  a  view  to 
achieving    better    adjustment    of    payments    imbalances.    Treasury 


'  In  a  special  message  to  the  Congress  on  Sept.  26, 1067,  the  President  proposed  that  the  Congress  autliorize 
the  appropriation  of  a  U.S.  contribution  of  $200  million  to  multilateral  special  funds  of  the  Asian  Develop- 
ment Bank.  S.  2479  was  introduced  on  Sept.  27,  1967. 
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continued  to  participate  in  Working  Party  2,  whose  report  on  economic 
growth  in  the  sixties  was  released  in  1966.  Treasiu-y  also  participated 
in  the  work  of  a  group  which  periodically  examines  short-term 
economic  prospects. 

The  Committee  for  Invisible  Transactions  neared  completion  of 
the  major  study  of  members'  capital  markets  it  had  undertaken  at 
the  request  of  the  Ministerial  Council  in  December  1964.  (Part  of  this 
study  was  published  in  September  1967.)  The  study  identifies  problems 
in  the  functioning  of  capital  markets  and  points  to  ways  to  improve 
their  operations. 

The  Group  on  Export  Credit  and  Credit  Guarantees,  with  Treasury 
Assistant  Secretary  Winthrop  Knowlton  leading  the  U.S.  delegation, 
continued  its  discussions  of  mutual  problems  in  the  area  of  export 
credit  and  guarantees. 

In  February  1967,  the  Council  of  the  OECD  established  on  a 
2-year  experimental  basis  a  notification  and  consultation  procedure 
on  trade  and  payments  effects  of  changes  in  border  tax  adjustments. 
Such  changes  may  occur  when  a  country  alters  its  indirect  tax  sys- 
tem— for  example,  shifting  from  a  cascade  turnover  tax  system  to  a 
value  added  tax  system.^ 

The  Development  Assistance  Committee  (DAC)  met  at  the 
Ministerial  level  in  Jidy  1967  to  review  trends  in  assistance  to  develop- 
ing countries.  Disappointment  was  expressed  that  after  two  years  of 
substantial  expansion,  the  net  flow  of  resources,  public  and  private, 
from  DAC  Members  to  developing  countries  declined  in  1966.  Assist- 
ant Secretary  Knowlton  served  as  a  member  of  the  U.S.  delegation. 

The  Economic  Development  and  Review  Committee  of  the  OECD 
which  reviews  the  economies  of  member  countries  and  publishes  a 
public  report,  met  at  regular  intervals  tlu-oughout  the  year.  The 
Treasury  participated  in  the  Committee's  formal  examination  of  the 
United  States  in  November  1966. 

A  Treasury  observer  regularly  attended  the  meetings  of  the  Manag- 
ing Board  of  the  European  Monetary  Agreement.  Treasury  repre- 
sentatives also  continued  to  participate  actively  in  the  work  of  the 
Fiscal  Committee.^ 

The  General  Agreement  on  Tariffs  and  Trade 

The  sixth  round  of  trade  negotiations,  generally  known  as  the 
Kennedy  Round,  was  successfully  concluded  in  Geneva  on  June  30, 
1967.  In  terms  of  the  number  of  participating  nations,  the  amount  of 
trade  involved,  and  the  scope  and  depth  of  trade  liberalization,  the 
Kennedy  Round  was  the  most  substantial  achievement  in  the  series 


1  In  October  and  November  1967  an  ad  hoc  committee  met  to  consider  the  trade  and  payments  effects  of 
border  tax  changes  associated  with  Germany's  Jan.  1,  1968,  shift  to  a  tax  on  value  added. 

2  For  a  description  of  the  activities  of  the  Fiscal  Committee,  see  page  39. 
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of  negotiations  in  the  20-year  history  of  the  General  Agi-eement  on 
Tariffs  and  Trade  (GATT).  In  addition  to  a  broad  range  of  tariff 
concessions  to  be  placed  in  effect  on  a  most-favored-nation  basis,  a 
major  accomplishment  in  the  field  of  nontariff  barriers  was  the 
conclusion  of  an  antidumping  code  which  supplements  provisions  of 
article  VI  of  the  GATT  with  rules  of  procedm-e  to  be  followed  in 
antidumping  actions. 

The  Treasury  Department  actively  participated  in  the  development 
of  trade  policy  for  the  Kennedy  Round  negotiations  through  its 
membership  on  the  Trade  Expansion  Advisory  Committee,  the 
Trade  Executive  Committee,  the  Trade  Staff  Committee,  and  the 
Trade  Information  Committee. 

A  Treasury  representative  was  also  a  member  of  U.S.  delegations 
to  various  GATT  committees  and  working  parties. 

Report  of  foreign  loans  and  credits  of  the  United  States 

The  Treasury  Department,  under  the  general  du-ection  of  the 
National  Advisory  Council  on  International  Monetary  and  Financial 
Policies  (of  which  the  Secretary  of  the  Treasury  is  Chairman),  has 
organized  a  comprehensive  system  for  reporting  by  the  agencies  of  the 
U.S.  Government  of  all  loans  and  credits  extended,  and  certain  loans 
guaranteed  by  them,  in  accordance  with  their  respective  powers  and 
policies. 

The  Congress  in  1966  amended  the  Foreign  Assistance  Act  of  1961, 
as  previously  amended,  by  adding  section  634(f),  which  provides: 

"The  Secretary  of  the  Treasiu-y  shall  transmit  to  the  Speaker  of  the 
House  of  Representatives  and  to  the  Committee  on  Foreign  Relations 
of  the  Senate  semiannual  reports  showing  as  of  June  30  and  December 
31  of  each  year  the  repayment  status  of  each  loan  theretofore  made 
under  authority  of  this  Act  any  part  of  the  principal  or  interest  of 
which  remains  unpaid  on  the  date  of  the  report." 

The  International  Bank  for  Reconstruction  and  Development  and 
the  Organization  for  Economic  Cooperation  and  Development  have 
also  established  a  joint  plan  for  the  reporting  of  loan  and  credit 
transactions  by  the  17  principal  creditor  countries. 

The  Council  has  agreed  to  cooperate  with  the  two  international 
bodies  and,  with  the  concurrence  of  the  Budget  Bureau,  has  author- 
ized the  Treasury  to  collect  and  compile  the  information. 

The  procedures  for  reporting  by  the  Government  agencies  will 
combine  in  one  set  of  reports  data  which  have  been  supphed  pre- 
viously under  various  arrangements.  As  part  of  its  work  on  the  balance 
of  payments,  the  Office  of  Business  Economics  of  the  Department  of 
Commerce  has  regularly  collected  data  on  grants,  loans  and  credits 
made  by  U.S.  agencies  and  since  1965  has  issued  a  detailed  report, 
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"Foreign  Credits"  in  response  to  a  request  by  the  Senate  Foreign 
Relations  Committee.  The  Treasury  Report  to  Congress  will  replace 
this  Department  of  Commerce  publication.  The  data  submitted  to 
the  Treasury  Department  will  also  be  used  by  the  Office  of  Business 
Economics  in  its  balance-of-payments  work  relating  to  governmental 
transactions,  so  that  duplication  of  effort  will  be  avoided. 

The  OECD,  thi'ough  its  Development  Assistance  Committee,  has 
also  been  receiving  on  a  transactions  basis  information  on  individual 
loans,  credits,  and  grants  extended  by  public  institutions  of  its  mem- 
ber countries,  while  the  International  Bank  for  some  years  has  been 
collecting  data  on  the  amount  of  public  credits  outstanding,  though 
on  a  more  limited  basis,  by  voluntary  arrangements  with  some  of  its 
member  countries. 

The  collection  of  data  by  the  Treasury  Department  will  serve  these 
various  needs  through  a  single  comprehensive  set  of  reports.  It  is 
anticipated  that  the  international  agencies  will  collate  the  informa- 
tion received  from  the  participating  countries  and  make  available  to 
participating  governments  summaries  and  analyses  of  the  combined 
data. 

A  summary  of  the  U.S.  data  for  June  30,  1967,  is  given  in  table  106. 

Treasury  foreign  exchange  reporting  system 

Automatic  data  processing  of  the  Treasury  foreign  exchange  reports 
covering  capital  movements  between  the  United  States  and  foreign 
countries  was  instituted  during  the  year.  Preparations  were  also 
underway  for  automatic  processing  of  the  data  for  analytical  use. 

As  part  of  the  program  for  improving  the  reporting  system,  staff 
members  visited  several  of  the  Federal  Reserve  banks,  which  act  as 
agents  of  the  Treasury  in  collecting  the  reports,  to  discuss  reporting 
problems.  The  reporting  system  was  improved  during  the  year  by 
enlarging  the  coverage  of  reporting  by  mutual  funds  of  securities 
transactions  with  foreigners;  clarifying  the  treatment  of  certain  types 
of  acceptance  financing;  reclassifying  overseas  military  banking  facili- 
ties from  foreign  to  domestic  for  reporting  purposes;  and  conducting 
a  study  of  the  distribution  of  foreign-currency  liabilities  by  type  of 
foreign  creditor. 

The  "International  Financial  Statistics"  section  of  the  monthly 
"Treasury  Bulletin"  was  revised  to  provide  more  meaningful  data  on 
U.S.  reserve  assets  and  liabilities  and  other  statistics  related  to  the 
U.S.  balance  of  payments  and  international  financial  position. 
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Administrative  Management 

Management  improvement  program 

Actions  taken  during  fiscal  year  1967  to  improve  management  or 
reduce  costs  had  a  computed  value  of  $145.6  million;  $80  million 
resulted  from  changes  in  fiscal  operations,  while  $65.6  million  and 
2,600  man-years  of  the  total  stemmed  from  increased  economies  in 
internal  Treasury  operations.  This  computed  value  is  more  than  triple 
the  previous  record  savings  of  $44.5  million  achieved  in  fiscal  1966. 

The  larger  j^ortion  resulted  from  a  policy  decision  to  accelerate  the 
payment  and  deposit  of  revenue  due  the  Government.  These  accelera- 
tions, the  graduated  withholding  of  income  taxes,  and  the  semi- 
monthly deposit  of  certain  tax  liabilities  by  business  firms,  made  $2.46 
billion  available  earlier  than  would  have  been  the  case  under  previous 
regulations.  This  earlier  availability  of  funds  had  a  computed  annual 
value  of  about  $80  million.  The  remainder  of  the  savings  were  the 
result  of  improvements  made  in  performing  the  regular  operating 
functions  of  the  Department.  The  more  significant  of  these  improve- 
ments are  highlighted  in  the  administrative  reports  of  the  individual 
offices  and  bureaus  which  follow.  For  the  most  part,  savings  realized  in 
one  area  were  used  to  absorb  increased  pay  costs  or  to  meet  unbudgeted 
workloads  in  other  areas. 

Special  studies  and  projects 

A  number  of  studies  were  performed  during  the  year  to  evaluate  the 
effectiveness  of  operations  and  to  develop  recommendations  for  pro- 
moting greater  efficiency  and  economy  within  the  Department.  At 
the  request  of  the  Bureau  of  the  Budget,  a  study  was  completed  on 
the  implementation  of  recommendations  made  in  several  studies  of 
the  U.S.  Secret  Service  following  the  Warren  Commission  Report. 
A  study  of  the  feasibility  of  merging  the  Bureau  of  Engraving  and 
Printing  and  Bureau  of  the  Mint  was  also  completed.  Staff  assistance 
was  provided  the  Bureau  of  Narcotics  in  formulating  and  implementing 
a  plan  for  the  reorganization  of  its  headquarters.  In  coordination  with 
representatives  from  the  bureaus,  a  study  of  the  overall  cost  reduction/ 
management  improvement  program  was  completed  and  recommenda- 
tions developed  for  strengthening  the  program. 

There  was  a  modest  increase  in  the  volume  and  scope  of  Treasury 
participation  in  the  foreign  technical  cooperation  programs  of  the 
Agency  for  International  Development  during  fiscal  1967.  The  number 
of  participants  from  developing  nations  receiving  instruction  and 
training  in  Treasury  operating  methods  continued  to  increase.  The 
number  of  countries  to  which  Treasury  rendered  assistance  leading 
toward  self-help  in  developing  better  ways  and  means  of  organizing, 
operating,  and  regulating  their  financial  institutions  also  increased. 
The  geographic  areas  in  which  Treasury  representation  is  greatest 
continued  to  be  Latin  American  countries  under  the  Alliance  for 
Progress  and  a  number  of  Asian  nations  including  India,  Vietnam, 
Thailand,  and  the  Philippines. 
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Emergency  preparedness 

The  emergency  readiness  of  the  Department  was  improved  by  both 
technical  and  administrative  measures.  Intensive  study  of  Federal 
credit  programs  and  emergency  tax  proposals  resulted  in  the  develop- 
ment of  additional  information  useful  in  emergency  planning.  Briefing 
seminars  were  held  in  some  field  locations  to  train  Treasury  officials 
who  are  members  of  the  emergency  regional  organization.  Revised 
directives  for  participation  in  the  emergency  preparedness  program 
were  issued.  Twenty-six  persons  were  trained  for  assignments  as  emer- 
gency communications  operators. 

Planning  and  program  evaluation 

Planning  and  i)rogram  evaluation  aids  in  improving  the  allocation 
of  the  Department's  resources  by  developing  the  relative  costs  and 
benefits  of  alternative  courses  of  action  and  by  providing  staff  leader- 
ship, coordination,  and  direction  of  the  Department's  planning- 
programing-budgeting  system. 

The  principal  activities  in  this  area  during  fiscal  1967  were:  (1) 
preparing,  in  cooperation  with  the  bureaus,  the  second  Treasury 
program  and  financial  plan  and  supporting  program  memoranda; 
(2)  initiating  and  cooperating  in  developing  improved  output  and 
related  cost  data  systems  in  the  Bureau  of  Customs,  Secret  Service, 
and  Bureau  of  Narcotics;  (3)  organizing  with  the  bureaus  the  develop- 
ment of  special  studies  relating  to  improvements  in  resource  use;  and 
(4)  carrying  out  special  studies  for  the  Secretary  on  the  supply  and 
requirements  for  coinage. 

Financial  management  * 

Budgeting.  — A  working  capital  fund  was  sought  for  certain  common 
services  functions  performed  by  the  Office  of  the  Secretary  for  Treas- 
ury bureaus,  and  congressional  approval  was  pending  at  the  fiscal 
yearend.  An  operating  fund  to  finance  the  activities  of  the  Bureau  of 
the  Mint  was  recommended  to  improve  flexibility  to  meet  changes  in 
coin  demand  and  to  present  a  more  complete  financial  picture  of  Mint 
operations,  but  the  appropriations  committees  of  the  Congress  rejected 
this  plan.  The  1969  budget  preview  was  prepared  for  the  second  year 
in  program  category  terms  "cross-walked"  to  funds  requirements 
stated  in  appropriation  terms.  Controls  were  exercised  over  expendi- 
tures, number  of  personnel  employed,  size  of  motor  vehicle  fleets, 
overtime  pay  costs,  travel  costs,  and  numbers  of  personnel  in  upper- 
level  positions.  Uniformity  and  clarity  of  budget  presentations  were 
enhanced  by  issuance  of  new  instructions.  Supplemental  appropriation 
needs  Avere  reduced  by  interbureau  transfers  of  unobligated  balances 
between  appropriations. 

Automated  payroll  operations. — The  payrolls  for  Coast  Guard  district 
offices  not  previously  converted  to  the  IRS  computer  system  were 
converted  during  the  year.  Assistance  was  provided  the  IRS  Data 
Center,  Detroit,  Mich.,  to  improve  procedures  to  shorten  the  delivery 
time  of  documents  regarding  employee  separations  to  the  Civil  Service 
Commission.  The  Department  undertook  a  complete  review  of 
Treasury  payroUing. 


'  See  detailed  statement  in  tlie  "Annual  Report  to  the  Secretary  of  the  Treasury  on  Improvements  in 
Financial  Management." 
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Accounting  systems.- — ^The  Bureau  of  Customs  was  assisted  in  devel- 
oping procedures  manuals  in  connection  with  the  revision  of  its 
accounting  system  and  conversion  to  ADP  equipment.  The  coding 
structures  used  in  certain  bureaus  were  refined  to  improve  reporting. 
The  Internal  Revenue  Service  and  the  Secret  Service  were  assisted  in 
developing  the  principles  and  standards  portion  of  their  adminis- 
trative accounting  manuals. 

Management  of  automatic  data  processing.- — Significant  benefits 
obtained  through  the  use  and  management  of  the  Department's  52 
computers  and  other  ADP  equipment  were  reported  to  the  President, 
including,  for  the  period  March  1965-June  1967,  $80  million  in  net 
additional  revenue,  $1  million  in  one-time  savings,  and  $4  million  and 
435  man-years  in  annual  recurring  savings.  The  Department  has  saved 
by  purchasing  rather  than  leasing  90  percent  of  its  computers  and  by 
integrating  data  processing  systems.  It  has  actively  fostered  the 
sharing  of  ADP  equipment  and  related  resources. 

Internal  auditing. — Under  a  decentralized  system  of  internal 
auditing,  a  departmental  internal  audit  staft'  periodically  reviews  and 
appraises  auditing  activities  conducted  by  the  various  Treasury 
bureaus  and  offices.  The  accomplishment  of  the  internal  audit  review 
in  the  Bureau  of  Customs  during  fiscal  1967  marked  the  completion 
of  the  initial  review  of  all  such  audit  activities  throughout  the  De- 
partment. The  departmental  staff  also  audited  payroll  and  related 
activities  in  the  Office  of  the  Secretary. 

Personnel  management 

In  the  fiscal  year  1967  emphasis  was  continued  on  improving  all 
areas  of  personnel  management,  with  particular  attention  to  special 
programs  of  interest  to  the  President. 

Positive  actions  to  broaden  equal  opportunity  during  the  year 
included  conferences  of  key  personnel  m  18  major  cities,  a  nationwide 
seminar  program  for  supervisors,  and  issuance  of  revised  compre- 
hensive policy  and  program  guidelines. 

The  Department  exceeded  by  some  50  percent  the  President's  goals 
for  summer  employment  of  youth.  Department  leadership  continued 
in  employment  of  the  handicapped.  In  cooperation  with  HEW  and 
IE.S,  a  new  breakthrough  was  made  in  employment  of  the  blind  as 
taxpayer  assistors  in  four  IRS  districts.  Plans  were  made  to  employ 
the  blind  in  a  variety  of  other  positions,  including  personnel  tech- 
nicians, programers,  and  typists. 

Excellent  cooperation  continued  with  the  Civil  Service  Commission 
in  its  inspection  activities,  and  action  on  their  recommendations  was 
systematically  coordinated.  At  the  fiscal  yearend  the  Commission 
assessed  Treasury  personnel  management  as  effective,  and  noted 
commendable  progress. 

Controls  were  applied  over  wage  schedule  adjustments  to  contain 
increases  within  the  wage-price  guidelines.  Wage  board  employees  of 
the  Mint  institutions  in  Philadelphia,  Denver,  and  New  York  were 
converted  to  a  new  wage-fixing  system  more  in  line  with  other  Treas- 
ury systems  and  the  ])revailing  market. 

Employee  training  increased  substantially.  Man-hours  of  classroom 
training  rose  to  approximately  3  million  man-hours,  an  increase  of 
about  14  percent  from  fiscal  1966.  The  Treasury  Law  Enforcement 
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School  was  revamped,  a  permanent  director  and  basic  faculty  were 
appointed,  and  steps  were  taken  to  upgrade  and  modernize  the  training 
and  curriculum. 

Estimated  first-year  benefits  from  employee  suggestions  rose  25 
percent.  Performance  awards  increased  32  percent,  with  total  esti- 
mated first-year  benefits  of  $1,515,000.  Forty-three  percent  more 
high  quality  pay  increases  were  granted  in  fiscal  1967  than  in  fiscal 
1966. 

The  orderly  transfer  of  functions  and  personnel  of  the  Coast 
Guard  to  the  Department  of  Transportation  was  accomplished  on 
April  1,  1967,^  pursuant  to  Public  Law  89-670,  approved  October  15, 
1966. 

Administrative  services 

Personal  property. — During  the  fiscal  year  Treasury  declared  as 
excess  to  its  needs  property  having  an  original  acquisition  cost  of 
$8,855,000,  while  excess  property  valued  at  $469,000  was  reassigned 
wdthin  the  Department.  Personal  property  transferred  to  other 
Federal  agencies  totaled  about  $3,409,000.  In  turn,  Treasury  received 
about  $3,945,000  of  excess  personal  property  from  other  Federal 
agencies  mthout  reimbursement.  Personal  property  valued  at 
$5,337,000  was  determmed  surplus.  Property  worth  $1,685,000  was 
released  for  donation  through  GSA  and  DHEW  clearances.  Proceeds 
from  sales  of  surplus,  including  scrap,  amounting  to  $94,700  were 
deposited  to  the  general  fund  of  the  Treasury. 

Real  property. — During  the  fiscal  year  1967  Treasury  activities  in 
20  locations  in  9  cities  were  consolidated  in  single  locations  in  each 
city. 

Treasury  relocated  from  leased  to  Government-owned  buildings  in 
37  locations.  This  resulted  in  Treasury  curtailing  reimbursable  rents 
to  GSA.  In  addition,  the  Treasury  closed  68  offices  accommodated  in 
leased  and  Government-owned  space  Mhich  resulted  in  rental  curtail- 
ments of  approximately  $75,000. 

Treasury  reviewed  and  transmitted  to  GSA  title  and  descriptive 
data  on  22  excess  Coast  Guard  properties,  involving  407  acres  of  land 
mth  improvements,  valued  at  a  total  acquisition  cost  of  $8,320,000. 

Safety. — Treasury's  disabling  injury  frequency  rate  for  calendar 
year  1966  showed  significant  improvement  over  the  previous  year, 
and  remained  well  below  the  rate  for  all  Federal  departments  and 
agencies.  This  is  the  most  commonly  accepted  criterion  for  measuring 
safety  program  effectiveness. 

Security  activities 

During  fiscal  year  1967,  physical  security  inspections  were  conducted 
in  the  offices  of  the  Office  of  the  Secretary,  bureau  headquarters 
offices,  and  45  Treasury  bureau  field  offices. 

Under  the  revised  security  program,  requiring  reinvestigations 
every  5  years  of  incumbents  of  critical-sensitive  positions,  which 
became  effective  late  in  fiscal  1966,  1,152  cases  were  reviewed,  resulting 
in  788  reinvestigations  and  364  cases  in  which  no  reinvestigation  was 
necessary. 


1  See  also  administrative  report  of  U.S.  Coast  Quard. 
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Office  of  the  Comptroller  of  the  Currency 

The  Comptroller  of  the  Currency,  as  the  Administrator  of  the 
National  Banking  System,  is  charged  with  the  responsibility  of 
maintaining  the  public's  confidence  in  the  System  by  sustaining  the 
banks'  solvency  and  liquidity.  An  equally  important  public  objective 
is  to  fashion  the  controls  over  banking  so  that  banks  may  have  the 
discretionary  power  to  adapt  their  operations  sensitively  and  efficiently 
to  the  needs  of  a  growing  economy. 

Office  operations 

During  the  fiscal  year  three  Deputy  Comptrollers  and  the  Chief 
National  Bank  Examiner  were  each  assigned  the  personal  supervision 
of  three  or  four  national  bank  regions.  This  reorganization  yields 
more  immediate  communication  with  regional  administrators  and 
provides  the  Washington  Office  with  more  detailed  knowledge  on  the 
actual  status  of  banking  in  all  regions.  Four  assistant  chief  national 
bank  examiners  were  appointed  to  assist  these  officials  in  the  review 
of  examination  reports  and  other  banking  data. 

During  fiscal  1967  a  policy  of  increased  emphasis  on  the  bank 
examining  function  was  announced.  A  strong  theme  of  all  Office 
operations  is  the  modernization  and  general  improvement  of  bank 
examination  procedures  and  policies  so  as  to  make  the  examination 
more  significant  and  efficient.  Bank  examination  procedures  were 
augmented  by  the  inauguration  of  a  direct  verification  program, 
under  which  national  bank  examiners  may,  in  certain  circumstances, 
directly  verify  the  balances  of  depositors  and  borrowers. 

A  stepped-up  program  of  active  cooperation  mth  other  Federal 
bank  regulatory  agencies  was  also  announced.  A  study  by  a  committee 
composed  of  staff  members  of  the  three  banking  agencies  developed 
an  improved  liquidity  formula.  This  new  formula  allows  regulators 
to  form  a  more  precise  idea  of  the  status  of  each  bank  and  of  the 
banking  industry  generally.  The  three  agencies  also  succeeded  in 
developing  a  single  report  of  condition  form  which  meets  the  particular 
needs  of  each  agency.  This  unified  report  form  reduces  the  reporting 
burden  on  banks  and  also  makes  possible  the  gathering  of  more 
significant  information. 

Personnel 

Recently  established  personnel  programs  gathered  momentum 
during  the  fiscal  year.  This  Office  maintains  strong  programs  for 
recruitment,  employee  development,  and  employee  participation  in 
the  management  function. 

The  recruitment  program  was  more  firmly  established  in  each  of 
the  14  national  bank  regions.  Improved  procedures  were  adopted  to 
keep  Washington  informed  of  the  status  of  each  region's  program. 
Regional  recruitment  coordinators  were  brought  to  Washington  for 
two  conferences  to  exchange  ideas  and  to  confer  with  top  level  head- 
quarters personnel  on  recruitment  procedures  and  the  national  equal 
employment  program. 

Training  procedures  for  all  new  personnel  were  improved  under  the 
employee  development  program.  In  addition,  the  International 
Operations  Division  conducted  a  seminar  for  its  international  bank 
examines  and  the  Trust  Division  conducted  its  annual  2-week  school 
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for  trust  examiners.  Selected  regional  management  personnel  Mere 
l)roiight  to  Washington  to  participate  in  the  second  advanced  (raining 
program.  Certain  experienced  personnel  Mere  enrolled  in  the  Office's 
advanced  education  program  Avhereby  they  are  encouraged  to  seek 
a  master's  degree  in  bankmg  or  financial  fields. 

During  the  year  the  incentive  awards  ])rogram  was  revived.  The 
interest  demonstrated  on  the  part  of  field  personnel  is  encouraging 
and  has  residted  in  MorthM'hile  modifications  of  procedures. 

Fiscal  management 

As  a  result  of  a  top  level  review  of  expenditure  practices  early  in 
the  fiscal  year,  many  changes  were  introduced  to  reduce  the  total 
cost  per  product  unit.  ToM'ard  the  end  of  the  year  initial  steps  Avere 
taken  to  establish  a  stronger  fiscal  management  program  including 
new  staff  appointments  and  the  reorganization  of  one  division. 

Information  services  program 

The  purpose  of  this  program  is  to  make  the  policies  and  procedures 
of  the  Office  of  the  Comptroller  of  the  Currency  better  known  and  to 
facilitate  communications  Avithin  it  and  between  the  Office  and  the 
banking  industr}^  Four  basic  manuals  are  available  to  emplo3^ees, 
banks,  and  other  interested  parties:  "Comptroller's  ^Manual  for 
National  Banks,"  "Comptroller's  Manual  for  Representatives  in 
Trusts,"  "Comptroller's  Policy  Guidelines  for  National  Bank  Direc- 
tors," and  "Instructions,  Procedures,  Forms  for  National  Bank 
Examiners."  The  booklet  "Duties  and  Liabilities  of  Directors  of 
National  Banks"  maintained  its  position  as  one  of  the  most  popular 
issuances  of  this  Office.  The  "Annual  Report  of  the  Comptroller  of 
the  Currency"  continued  in  the  format  begun  with  the  1963  report. 
It  continues  to  contain  a  general  statement  of  policy,  descriptions  of 
the  state  of  the  National  Banking  System,  of  Office  operations,  and 
reprints  of  selected  Office  documents  relating  to  crucial  public  issues 
in  banking. 

Status  of  national  banks 

At  the  end  of  fiscal  1967,  there  Mere  4,780  operating  national  banks, 
compared  Mith  4,811  a  year  earlier.  Of  these,  1,436  Mere  operating 
9,710  branches,  making  a  total  of  14,490  offices.  This  M'as  an  increase 
of  605  offices  during  the  year.  TM'enty-tM'o  national  bank  charters 
M'ere  issued  for  neM'iy  organized  banks,  M'hile  13  charters  M'ere  issued 
for  the  conversion  of  State  banks  to  national  banks.  During  fiscal 
1967,  691  branches  opened  for  business  as  national  bank  branches, 
including  550  de  novo  branches  and  141  branches  of  either  converted 
banks  or  banks  acquired  through  merger.  During  the  same  period, 
53  branches  Mere  discontinued  or  consolidated,  for  a  net  increase  of 
638  branches. 

Total  assets  of  national  banks  grcM'  to  $242.0  billion  at  the  end  of 
fiscal  1907.  This  increase  of  $16.6  billion,  or  7.4  percent,  included  a 
$6.9  billion  increase  in  loans.  Holdings  of  securities  advanced  from 
$56.8  bilhon  to  $62.6  billion  during  the  same  period.  The  proportion 
of  loans  and  discounts  to  total  assets  dropped  from  54.6  percent  to 
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53.7  percent  during  the  fiscal  year;  in  contrast  the  ratio  of  securities 
to  total  assets  increased  from  25.2  percent  to  25.9  percent.  Net  after- 
tax income  of  national  banks  increased  from  $1.4  billion  for  calendar 
year  1965  to  $1.6  billion  in  1966,  a  14.1  percent  increase.  Total  cash 
dividends  declared  increased  from  $683  million  to  $738  million,  and 
net  income  after  dividends  increased  20  percent,  from  $704  million 
to  $845  million. 

Number  of  national  banks  and  banking  offices,  by  Stales,  June  SO,  1967 

National  banks 


Witli         Number      Number 
Total  Unit         branches  of  of 

branches        offices 


United  States 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Virgin  Islands 

District  of  Columbia— all ' 


3.344 


1.436 


87 

54 

33 

145 

232 

5 

0 

5 

41 

46 

4 

1 

3 

184 

188 

67 

37 

30 

65 

132 

86 

39 

47 

1,853 

1,939 

ns 

118 

8 

0  -- 

22 

118 

30 

184 

214 

5 

3 

2 

4 

9 

9 

1 

8 

54 

63 

200 

200 
34 

0  .. 

200 

60 

26 

134 

194 

2  . 

2 
6 

41 
101 

43 

9 

3 

110 

423 

421 

2 

1 

424 

123 

56 

67 

274 

397 

102 

67 

35 

38 

140 

171 

146 

25 

25 

196 

80 

39 

41 

121 

201 

47 

15 

32 

147 

194 

21 

6 

15 

73 

94 

48 

18 

30 

203 

251 

90 

23 

67 

364 

464 

98 

31 

67 

477 

575 

195 

193 

2 

6 

201 

36 

7 

29 

105 

141 

98 

79 

19 

19 

117 

49 

49 

0 

0 

49 

127 

108 

19 

19 

146 

3 

1 

2 

36 

39 

52 

32 

20 

27 

79 

146 

42 

104 

484 

630 

34 

15 

19 

58 

92 

186 

86 

100 

1,049 

1,235 

24 

5 

19 

281 

305 

42 

34 

S 

9 

51 

224 

91 

133 

582 

806 

220 

193 

27 

27 

247 

12 

6 

6 

220 

232 

343 

187 

156 

865 

1,208 

4 

0 

4 

55 

59 

26 

5 

21 

198 

224 

34 

25 

9 

44 

78 

77 

21 

56 

234 

311 

546 

546 

0 

0 

546 

13 

9 

4 

55 

68 

•77 

14 

13 

37 

64 

114 

41 

73 

383 

497 

28 

13 

15 

361 

389 

80 

80 

0 

0 

80 

114 

102 

12 

24 

138 

40 

40 

0 

0 

40 

1 

0 

1 

3 

4 

14 

1 

13 

90 

1C4 

'  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by 
the  Comptroller  of  the  Currency. 
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Report  of  condition  of  all  naiional  banks,  selected  dates 
[In  millions  of  dollars] 


Item 


June  30, 1966      Dec.  31, 1966      June  30,  1967 
(4,811  banks)      (4,799  banks)      (4,780  banks) 


28,891 
23,975 

3,473 

478 

30,355 
23, 778 

3,026 
509 

29, 544 
27, 660 

4,037 
1,372 

56,817 

57,668 

62, 613 

r  1, 530 

293 

123, 192 

3,298 

1,013 

'  2, 529 

2, 301 
331 
126,881 
3,451 
1,077 
2, 597 

2,643 
360 
130,082 
3,644 
1,181 
2,054 

225,441 

235,996 

242,039 

Assets 

Cash,  balances  with  other  banks,  and  cash  items  in  process 
ofcoUection - 36,769  41,690  39,462 

U.S.  Government  securities,  direct  and  guaranteed 

ObUgations  of  States  and  political  subdivisions 

Securities  of  Federal  agencies  and  corporations  not  guaran- 
teed by  the  United  States 

Other  bonds,  notes,  and  debentures - 

Total  securities - 

Federal  funds  sold  and  securities  purchased  under  agree- 
ments to  resell- 

Direct  lease  financing 

Loans  and  discounts,  net 

Fixed  assets -  -  - -  - 

Customers'  liability  on  acceptances  outstanding 

O ther  assets 

Total  assets -. 

Liabilities 

Demand  deposits  of  individuals,  partnerships,  and  corpo- 
rations  -- - 76,400  84,434  80,208 

Time  and  savings  deposits  of  individuals,  partnerships, 
and  corporations 

Deposits  of  U.S.  Govermnent 

Deposits  of  States  and  political  subdivisions 

Deposits  of  foreign  governments  and  official  institutions, 
central  banks,  and  international  institutions 

Deposits  of  commercial  baiiks -  - 

Certified  and  officers'  checks,  etc 

Total  deposits 

Demand  deposits - 

Time  and  savings  deposits.. 

Federal  funds  purchased  and  liabilities  for  secmities  sold 

under  agreements  to  repurchase... 

Liabilities  for  borrowed  money.. 

Acceptances  executed  by  or  for  account  of  reporting  banks 

and  outstanding 

0  ther  Uabihties 

Total  liabilities. 

Capital  Accounts 

Capital  notes  and  debentures.. 

Preferred  stock 

Common  stock _  _ 

Surplus - 

Undivided  profits _ 

Reserves. 

Total  capital  accounts 

Total  liabiUties  and  capital  accounts 225, 441  235, 996  242, 039 


81,161 

6,939 

16, 413 

83, 025 
3,212 
16,839 

90,488 
3,367 
18,466 

2,855 
10, 690 
3,274 

2,944 
12,595 
3,407 

3,344 
11,470 
3,755 

197,792 

206,456 

211,098 

105, 990 
91,802 

112,37 
94,079 

107, 595 
103,503 

'  2, 183 
180 

2,802 
174 

3,140 
279 

1,031 
'6,234 

1,105 
7,000 

1,206 
7,218 

207, 420 

217, 537 

222,941 

1,167 
29 
5,062 
8,119 
3,128 
516 

1,161 
29 
5,109 
8,246 
3,350 
564 

1,227 
30 
5,252 
8,465 
3,539 
585 

18,021 

18,459 

19, 098 

Revised. 


Resume 


The  Office  of  (he  (\)inptroller  of  the  Currency  continues  to  change 
and  grow  witli  the  national  economy  and  the  banking  industry. 
Internal  ()[)era(ions  and  administration  are  undergoing  constant 
refinement  and  ini|)ro\'ement  in  order  to  serve  the  i)ublic  better. 
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Bureau  of  Customs 

The  res[)()nsibility  of  tlie  Bureau  of  Customs  is  to  administer  the 
tariff  and  rehited  laws  affecting  international  trade  and  traffic.  It 
collects  import  duties  and  taxes;  regulates  carriers,  persons,  and 
merchandise  entering  or  departing  the  country;  detects  and  prevents 
smuggling  and  frauds  on  the  revenue;  and  regulates  vessels  in  the 
coastwise  and  fishing  trades.  The  Service  also  conducts  a  widespread 
program  to  inform  and  encourage  voluntary  compliance  by  the  export- 
import  public  with  the  laws,  regulations,  and  controls  established  by 
Customs  and  numerous  other  Federal  agencies. 

Management  improvement  program 

During  fiscal  1967  the  cost  reduction-management  improvement 
program  resulted  in  the  highest  annual  savings  realized  in  over  a 
decade,  approximately  $1,782,000.  This  included  $152,000  under  the 
incentive  awards  program;  $40,000  from  the  annual  records  disposal 
program;  $150,000  cost  avoidance  through  the  elimination  of  paper- 
work and  the  customs  forms  projects.  Additional  savings  of  $158,000  in 
simplification  of  vessel  documentation  and  admeasurement  procedures 
were  achieved  prior  to  February  1967  when  these  functions  were 
transferred  to  the  U.S.  Coast  Guard  by  Treasury  Department  Order 
No.  167-81,  dated  January  30,  1967.^ 

Most  of  these  savings  were  utilized  within  the  Customs  Service  to 
assist  in  the  absorption  of  an  overall  workload  increase  in  excess  of  10 
percent,  without  a  substantial  increase  in  staff  or  expenditures. 

Reduction  oj  paperwork . — Great  strides  were  made  in  curtailing  and 
eliminating  Customs  paperwork,  which  has  simplified  the  movement 
of  the  nation's  imports  and  exports.  A  total  of  536  Customs  forms  were 
analyzed;  89  of  these  were  eliminated  and  recommendations  for  the 
discontinuance  of  an  additional  167  forms  were  accepted.  It  is  expected 
that  the  continuing  paperwork  reduction  or  forms  consolidation 
program  will  result  in  an  estimated  recurring  cost  avoidance  of 
around  $441,000  for  Customs,  with  an  additional  $138,000  for  import- 
ers and  exporters. 

A  servicewide  forms  elimination  and  consolidation  contest  produced 
estimated  savings  of  $198,000,  the  result  of  44  suggestions  submitted 
by  33  employees. 

Automatic  data  processing. — The  Data  Processing  Center  at  Silver 
Spring,  Md.,  became  operative  during  fiscal  1967.  Approximately  1.7 
million  mail  entry  collection  transactions  were  processed  by  the 
Customs  computer,  replacing  the  former  manual  accounting  system. 
Furthermore,  the  computer  processed  these  as  a  small  part  of  its 
workload  at  the  rate  of  400  a  minute.  Man-hours  previously  required 
for  collection  and  accoimting  for  mail  entries  were  reduced  at  more 
than  50  ports.  The  Post  Office  also  benefited  by  the  Bureau's  simplifica- 
tion of  its  mail  system  from  all  ports  of  entry  to  two  locations — the 
Data  Center  and  the  New  York  collection  center  for  mail. 

At  the  fiscal  yearend  the  ADP  Center  was  completing  the  instaUa- 
tion  of  the  revenue  and  appropriations  accounting  systems,  designed 
to  control  the  growing  number  of  customs  transactions  confronting 
the  Bureau  each  year.  The  Baltimore,  Boston,  and  Miami  regions 
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began  conversion  to  the  ADP  accounting  system  during  the  fiscal 
year. 

Accounting  procedure  manuals  were  prepared  at  headquarters  to 
guide  field  personnel  in  the  use  of  ])eripheral  computer  equipment  and 
the  new  forms  recpiired  by  the  ADP  s3\stem.  In  addition,  a  series  of 
talks  was  given  in  leading  east  coast  ports  to  explain  the  automated 
system  to  carriers,  importers,  brokers,  and  members  of  the  importing- 
exporting  public,  A  3-day  training  session  for  regional  financial  man- 
agement officers  also  was  conducted. 

Mail  operations.- — The  initial  phase  of  the  mail  examination  con- 
solidation program  was  completed.  Studies  were  conducted  on  the 
volume,  type,  and  direction  of  flow  of  foreign  mail  arriving  in  several 
mail  divisions,  keeping  in  mind  Customs  goal  of  processing  all  foreign 
mail  at  the  port  of  first  arrival.  As  a  result,  it  was  possible  to  ])hase  out 
20  small  Customs  mail  examination  units  and  to  improve  the  efficiency 
of  the  25  remaining  units. 

Organizational  changes. — -The  Office  of  Planning  and  Research  was 
established  in  April  1967  to  provide  Customs  with  a  research  and 
long-range  planning  capability  and  to  direct  Customs  participation 
in  the  planning-programing-budgeting  system. 

Plans  have  been  completed  for  a  Customs-wide  information  system, 
which  when  installed  will  provide  workload  statistics,  cost  and  man- 
hour  data  for  about  40  Customs  functions  on  a  monthly  basis.  This  in- 
formation will  enable  Customs  to  implement  its  Treasury-approved 
program  structure  and  will  be  the  basis  for  the  planning-programing- 
budgeting  system. 

Ainong  the  studies  imderway  are  a  si)ecial  one  to  determine  the  best 
way  of  systematically  sampling  formal  entries  at  various  stages  of 
handling,  a  study  of  the  feasibffity  of  automating  the  formal  entry 
process,  and  a  study  to  determine  the  optimum  level  of  Customs  mail 
examination. 

A  new  division  was  established  in  the  Office  of  Administration  to 
manage  the  Bureau  portion  of  the  Customs-Immigration  border  con- 
struction program;  to  direct  and  advise  on  the  procurement  of  furni- 
ture and  equipment;  and  to  administer  Customs  space  requirements 
and  utilization  programs  in  all  Customs-occupied  buildings. 

Customs  Information  Exchange.- — A  sm^vey  to  improve  the  Customs 
Information  Exchange  function  resulted  in  the  transfer  of  the  printing 
and  forms  distribution  responsibility  from  Bureau  headquarters  to  the 
New  York  regional  office. 

Bureau  operations 

Collections. — ^Revenue  (collected  by  Customs  during  fiscal  1967 
reached  an  alltime  high  of  $2.7  billion,'  an  8.5  percent  rise  over  1966. 
This  included  customs  duty  collections,  excise  taxes  on  imported 
merchandise  collected  for  the  Internal  Revenue  Service,  and  certain 
miscellaneous  collections.  Collections  and  payments  by  customs  re- 
gions and  districts  are  sliown  in  table  22.  The  major  classes  of  all 
collections  made  by  the  Customs  Bureau  are  shown  in  table  23.  The 
cost  of  collecting  each  $100  was  $3.27,  compared  with  $3.55  in  fiscal 
1900. 

Carriers  and  persons  entering. — More  than  202  million  persons  were 
subject  to  customs  inspection  during  fiscal  1967,  a  5.2  percent  increase 
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in  persons  arriving  and  a  5.4  percent  increase  in  carriers  over  fiscal 
1966,  as  shown  in  tables  88  and  89. 

Entries  of  merchandise. — Both  the  volume  and  value  of  imports 
continued  to  climb,  with  the  value  reaching  $26.5  billion  in  fiscal 
1967  compared  with  $23.3  billion  last  year,  an  increase  of  13.3  per- 
cent. The  volume  and  type  of  entries  handled  during  the  last  2  fiscal 
years  are  shown  in  table  86. 

A  total  of  37.8  percent  of  all  imports  entering  the  United  States 
during  the  year  were  duty  free  and  included  commodities  imported 
free  for  Government  stockpile  purposes  or  authorized  for  free  entry 
by  special  acts  of  Congress.  The  remaining  62.2  percent  were  sub- 
ject to  duty. 

Invoices. — The  number  of  invoices  filed  totaled  3,580,159,  an  in- 
crease of  10.5  percent  over  the  previous  year.  The  backlog  of  unap- 
praised  invoices  on  hand  with  the  commodity  teams  of  around  318,000 
on  June  30,  1967,  represented  a  decrease  of  27.8  percent  from  the 
end  of  fiscal  1966. 

Audits. — Under  the  internal  audit  program  covering  the  50  States, 
the  Virgin  Islands,  and  Puerto  Rico,  107  internal  reports,  44  wool 
company  audits,  and  257  reports  covering  customhouse  brokers  were 
made.  Thirty-six  statistical  reports  on  verification  of  formal  entry 
liquidations  were  made  available  to  regional  commissioners  each 
quarter. 

Liquidations. — The  backlog  of  unliquidated  entries,  including  those 
awaiting  reHquidation,  was  reduced  from  1,380,950  to  981,876  during 
fiscal  1967.  The  largest  reductions  occurred  in  Regions  I  (Boston), 
II  (New  York),  III  (Baltimore),  and  IX  (Chicago). 

Protests. — Protests  filed  by  importers  against  the  rate  and  amount 
of  duty  assessed  and  appeals  for  reappraisement  filed  by  importers 
who  did  not  agree  with  the  customs  ofllcers  on  the  value  of  mer- 
chandise are  shown  in  the  following  table. 


Protests  and  appeals 


1966 


1967 


Percentage 
increase,  or 
decrease  (— ) 


Protests: 

Filed  with  collectors  by  importers  (formal) 55,500  68,260  23.0 

Filed  with  collectors  by  importers  (informal) 69, 070  78, 189  13. 2 

Appeals  for  reappraisement  filed  with  collectors 28,908  23,907  —17.3 


Drawback. — The  total  drawback  allowance  paid  during  fiscal  1967 
amounted  to  $42,626,641,  as  reflected  in  table  87.  Drawback  allowance 
on  the  exportation  of  merchandise  manufactured  from  imported  mate- 
rials amounts  to  99  percent  of  the  customs  duties  paid  at  the  time 
goods  are  entered. 

On  the  basis  of  a  study  made  during  the  year  action  was  taken  to 
expedite  the  administration  of  drawback  claims.  Drastic  improve- 
ments are  expected  in  the  Customs  paperwork  due  to  the  elinodnation 
of  16  forms  and  the  combining  of  13  forms  into  four. 

Export  control. — The  following  table  compares  export  control  during 
the  last  2  years. 
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Activity 


1967 


Percentage 
increase,  or 
decrease  (— ) 


Export  declarations  authenticated 5,555,312 

Shipments  examined 417,254 

Number  of  seizures 339 

Value  of  seizures .-. -,- $747,544 

Export  control  employees 223 


5,247,490 

-5.6 

386,477 

-7.4 

230 

-32.2 

$192, 703 

-74.2 

226 

1.3 

Entry,  clearance,  and  use  oj  vessels. — The  follo\\dng  table  compares 
entrances  and  clearances  of  vessels  for  fiscal  years  1966  and  1967. 


Vessel  movements 


1966 

1967 

Percentage 
increase 

50,159 
40,797 

51, 189 
42,880 

2.1 
5.1 

90,956 

94,069 

3.4 

47,734 
36,795 

49,737 
43, 476 

4.2 
18.2 

Entrances: 

Direct  from  foreign  ports. 
Via  other  domestic  ports. 

Total 

Clearances: 

Direct  to  foreign  ports. .. 
Via  other  domestic  ports. 

Total 


84, 529 


93,213 


10.3 


Wool  imports. — Supervision  of  wool  arrivals  was  continued  \vith 
9,620  reports  of  wool  importations  reviewed  to  assure  uniformity  in 
the  identification,  grade,  condition,  and  yield  of  the  wool.  An  addi- 
tional 685  samples  of  wool  wastes,  man-made  fibers  and  wastes,  and 
cotton  wastes  also  were  examined. 

Quotas. — ^Last  year  102  absolute  and  tariff-rate  quotas  on  20  dif- 
ferent commodities  were  imposed  under  specific  Presidential  procla- 
mations and  legislation,  plus  5  quotas  imposed  under  the  Philippine 
Trade  Agreement  Revision  Act  of  1955. 

A  total  of  227  import  quotas  on  cotton  textiles  and  cotton  textile 
products  manufactured  or  produced  in  various  countries  also  were 
administered. 

Coffee  imported  from  nonmember  countries  of  the  International 
Coffee  Agreement  became  subject  to  quota  on  November  15,  1966. 
This  required  the  administration  of  7  absolute  quotas,  as  the  quotas 
were  allocated  to  6  specific  nonmember  countries,  plus  a  "basket" 
quota. 

Penalties.— T>ecisions  were  made  on  1,105  penalty  cases  in  1967.  A 
total  of  $99,036  was  paid  to  55  informers  for  a  recovery  of  more  than 
$903,000  to  the  Government. 

The  amount  of  penalties  assessed  for  violations  of  customs  and 
related  laws  more  than  doubled  the  1966  figure. 


Penally  cases,  fiscal  yea?-  1967 

Type  of  case 

Number 

Full 

statutory 

Uabihty  of 

violators 

Penalty  and  forfeiture 

942 
163 

$67,443,445 

Liquidated  damages 

3, 683, 015 

Total 

1,105 

71, 126, 460 
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Net  liability  imposed  by  'penalty  decisions,  1966  and  1967 

Type  of  case                                                                    1966  1967 

Penalty  and  forfeiture  cases __- --- - -- -        $1,482,140  $3,800,798 

Liquidated  damages. 90,618  201,349 

Total.. 1,572,758  4,002,147 


Prohibited  and  restricted  importations. — A  total  of  239  trademarks, 
trade  names,  copyrights,  and  assignments  were  recorded  and  21 
patent  surveys  were  initiated  or  renewed.  Approximately  260,000 
pieces  of  screened  mail  contained  lottery  tickets,  while  65,000  mail 
parcels  were  detained  as  obscene. 

There  were  several  judicial  developments  during  the  year  on  the 
obscenity  statute.  There  were  successful  prosecutions  at  the  district 
level  for  a  variety  of  picture  magazines  involving  nudity.  However, 
a  number  of  U.S.  Supreme  Coiu-t  decisions  reversed  previous  convic- 
tions in  sex-oriented  paperbacks,  "stag"  type  films,  and  magazines 
featuring  nudity. 

Dumping  and  countervailing  duty  cases. — Nine  dumping  cases  Avere 
received  and  13  closed.  A  total  of  17  cases  remained  on  hand  at  the 
end  of  the  year.  One  finding  of  dumping  was  issued. 

A  countervailing  duty  order  was  issued  covering  transmission 
towers  from  Italy. 

Tarif  classification. — Over  8,700  Avritten  replies  to  inquiries  on 
tariff  classification  of  merchandise  were  made.  Of  these,  775  were  of 
sufficient  importance  to  be  published  as  summaries  of  Bureau  rulings 
in  the  "Customs  Bulletin."  The  time  required  to  process  and  issue 
classification  rulings  was  shortened  during  the  year.  Regulations 
also  were  issued  covering  the  free  entry  of  educational,  scientific, 
and  cultural  materials  under  Public  Law  89-651,  approved  October 
14,  1966,  which  implemented  the  Florence  AgTcement.  Applications 
for  free  entry  of  159  scientific  instruments  and  apparatus  were 
processed. 

Marine. — The  functions  pertaining  to  the  admeasurement  of  ^-essels, 
documentation  of  vessels,  pubUcation  of  master  vessel  registers, 
registration  of  stack  insignia,  and  shoreside  port  secm-ity  were  trans- 
ferred from  the  Commissioner  of  Customs  to  the  Commandant,  U.S. 
Coast  Guard,  effective  February  24,  1967,  by  Treasury  Department 
Order  No.  167-81.  ^ 

Algeria,  Rumania,  Singapore,  and  Syria  were  added  to  the  list  of 
countries  whose  vessels  "are  exempt  from  the  payment  of  special 
tonnage  taxes  and  light  money. 

Foreign  Customs  assistance. — Eight  customs  employees  began  in- 
tensive training  as  Foreign  Customs  Reservists  for  placement  overseas 
as  Customs  advisors.  During  fiscal  1967  one  Customs  advisor  was 
assigned  to  Panama,  six  were  stationed  in  Colombia,  and  a  three-man 
team  was  in  Chile.  Four  men  were  assigned  to  Ai-gentina,  two  to 
Costa  Rica,  three  to  Liberia,  and  two  to  Afghanistan.  The  largest 
concentration  was  in  Vietnam  where  25  men  were  stationed. 
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In  addition,  general  customs  surveys  were  conducted  in  Ethiopia, 
the  Philippines,  Korea,  El  Salvador,  and  Vietnam.  Customs  labora- 
toTj  surveys  were  completed  in  Panama  and  in  five  Central  American 
countries.  'A  total  of  104  participants  from  29  countries  observed  U.S. 
Customs  operations  and  participated  in  orientation  programs  at 
Bureau  headquarters  and  various  ports  of  entry  throughout  the 
country. 

Laboratory. — Chemists  of  the  Division  of  Technical  Services 
analyzed  143,577  samples  during  1967.  Although  most  of  the  labora- 
tory work  covered  import  samy^les,  11,125  samples  were  tested  from 
customs  seizures,  mostly  narcotic  drugs.  Claims  for  drawback  of  duty 
on  exported  goods  required  comparisons  or  verification  in  150  in- 
stances; and  1,163  testings  were  made  of  preshipment  items  to  develop 
facts  on  which  to  base  tariff  classification  of  new  goods  intended  for 
shipment  to  this  country.  A  total  of  7,854  items  were  tested  for  other 
Government  agencies. 

During  the  year  chemists  spent  2,318  man-hom*s  in  court  as  wit- 
nesses in  narcotic  and  tariff  classification  cases  of  an  exacting  and 
complex  nature. 

New  Orleans  handled  an  increase  of  7,500  samples  over  last  year 
and  lowered  their  average  cost  per  sample  from  $5.43  in  1966  to 
$4.54.  An  alltime  record  of  5,059  samples  were  received  in  June.  Ores 
and  minerals  samples  processed  at  New  Orleans  increased  by  2,600. 
The  tests  established  that  many  thousands  of  tons  of  fluorspar  were 
dutiable  at  the  rate  of  $8.40  per  ton  instead  of  $2.10  per  ton. 

The  reassignment  of  work  for  the  El  Paso  and  New  Mexico  ports 
from  the  Los  Angeles  laboratory  to  the  one  in  New  Orleans  helped 
eliminate  the  ore-sampling  backlog  in  the  California  laboratory. 

Work  was  underway  at  the  fiscal  yearend  on  a  method  to  analyze 
multicomponent  blends  of  textile  fibers,  a  rapidly  developing  problem 
in  the  classification  of  textile  materials.  Another  task  in  progress  is 
the  rewriting  and  modernizing  of  customs  laboratory  methods  of 
analyses  in  light  of  new  commodity  breakdowns  contained  in  the 
Tariff  Schedules  of  the  United  States. 

Several  new  techniques  were  developed  in  Baltimore  for  analyzing 
imports  mth  specific  problems,  such  as  chrome  ore,  zinc  concentrates, 
and  the  field  testing  of  marihuana.  A  new  improved  field  test  kit  for 
LSD  was  to  be  ready  for  inspectors  during  the  fall  of  1967. 

Laboratory  personnel  participated  in  training  courses,  LSD  semi- 
nars, and  an  infrared  spectroscopy  course  arranged  by  a  U.S.  corpora- 
tion. An  article  prepared  in  Baltimore  on  the  analysis  of  LSD,  the 
controversial  hallucinogenic  agent,  was  accepted  for  publication  in 
the  Bulletin  on  Narcotics,  United  Nations,  vol.  XIX,  No.  3,  July- 
September  1967. 

Construction  projects. — The  joint  Customs  and  Immigration  border 
construction  program  for  the  year  included  the  completion  of  nine 
residences  and  three  stations,  with  an  additional  seven  residences 
under  construction.  C/ontracts  were  awarded  for  two  border  stations, 
three  residences,  and  one  imderground  storage  tank. 

Cooperative  projects  between  Customs  and  the  General  Services 
Administration  included  the  completion  of  the  Los  Angeles-Long 
Beach  customhouse  and  the  Grand  Portage,  Minn.,  border  station. 
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Three  Texas  border  stations  were  about  half  completed  at  the  fiscal 
yearend. 

Personnel. — -Regional  personnel  offices  became  fully  operative  dur- 
ing the  year  as  they  acquired  experienced  position  classifiers  and 
training  officers.  Specific  program  objectives  were  established  and 
personnel  management  actions  are  being  systematically  reviewed 
during  regional  surveys. 

The  headquarters  personnel  staff  was  strengthened  to  permit 
development  of  better  recruiting  techniques  needed  to  fulfill  field  needs. 

Progress  was  made  throughout  the  Service  in  revising  a  majority  of 
the  position  descriptions  to  accommodate  reorganizational  changes. 
The  import  specialist  occupation  was  approved  by  civil  service  to 
replace  the  former  entry  officer,  liquidator,  and  examiner  positions. 

There  was  an  increase  in  requests  for  recognition  by  unions.  Several 
elections  were  administered  and  the  Bureau's  first  basic  and  supple- 
mental contract  providing  for  exclusive  recognition  was  negotiated. 

Incentive  awards. — The  Servicewide  program  reflected  increased 
participation  by  Customs  employees  everywhere.  There  were  1,968 
suggestions  submitted,  398  of  which  were  adopted,  representing  an 
increase  of  192  percent  in  adopted  suggestions  over  fiscal  1966.  Two 
Customs  employees  were  nominated  as  "Economy  Champions"  by 
the  CivU  Service  Commission  for  their  combined  suggestion  which 
resulted  in  savings  totaling  $63,780. 

Equal  employment  opportunity.— The  Bureau  continued  its  efforts 
to  provide  equal  opportunity  for  women,  minority  groups,  and  the 
handicapped,  as  opportunities  arose  from  the  reorganization  and 
program  innovations.  A  centralized  information  reporting  and 
evaluation  system  was  organized  throughout  the  country.  The 
establishment  of  more  community  relationships  by  field  offices  down 
to  the  port  level  also  promoted  the  program. 

Training. — The  training  program  was  given  increased  emphasis 
both  at  headquarters  and  in  the  field.  The  Bureau's  executive  training 
plan  was  approved.  A  special  on-the-job-training  course  for  inspectors 
of  imported  merchandise  was  developed  and  furnished  to  regional 
offices. 

Four  classroom  courses  were  completed  for  customs  port  investiga- 
tors and  60  employees  finished  courses  for  import  specialists. 

The  management  intern  program  made  six  interns  available  for 
positions  in  the  Service ;  special  training  was  given  many  employees  on 
the  planning-programing-budgeting  system;  and  the  Youth  Oppor- 
tunity Corps  was  expanded  for  the  summer. 

The  following  training  guides  were  developed  cooperatively  between 
the  Training  and  Career  Development  Section  of  the  Bureau  and 
regional  field  offices:  "Fundamentals  of  Duty  Assessment,"  exploring 
all  aspects  of  import  specialization;  "Instructors  Guide,"  using  the 
"Fimdamentals  of  Duty  Assessment"  as  a  basis,  was  developed;  and 
the  "Instruction  Guide  for  Examination,"  prepared  in  Houston  as  an 
aid  in  the  examination  of  merchandise,  was  adopted  on  a  nationwide 
basis. 

Improved  services  to  brokers,  importers,  and  carriers. — The  fiscal  year 
1967,  the  first  fuU  year  of  reorganized  operations,  brought  improved 
service  to  the  public.  The  faster  clearance  of  merchandise  and  the 
speedier  processing  of  customs  paperwork  were  outstanding  benefits. 
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The  prereview  of  entries  by  the  commodity  teams  has  made  it 
possible  for  many  ports  to  process  over  80  percent  of  their  entries 
without  further  change.  Differences  of  opinion  between  customs  and 
the  importer  can  be  resolved  cjuickly,  and  the  number  of  refunds  or 
increases  in  duties  has  dropped. 

The  "immediate  delivery"  procedure  has  been  established  wherever 
possible  throughout  the  country  and  has  speeded  the  release  of  cargo 
from  docks  and  airports. 

The  transfer  of  responsibility  for  physical  examination  of  mer- 
chandise from  commodity  teams  to  inspectors  and  samplers  resulted 
in  a  decline  in  the  cartage  of  examination  packages  to  the  public 
stores.  Importers  now  receive  faster  delivery  of  their  cargo  and  the 
Government  benefits  from  the  simplified  procedures. 

Express  lines  for  vessel  passengers  were  created  in  New  York  to 
expedite  service  to  passengers  able  to  carry  their  own  luggage  to  the 
customs  area. 

Special  committees  were  organized  in  each  Customs  region  to  create 
better  understanding  and  closer  cooperation  between  importers, 
brokers,  carriers,  and  others  engaged  in  the  import-export  business. 
Frequent  meetings  proved  beneficial  in  the  solving  of  mutual  problems. 

An  ambitious  i)rogram  was  launched  in  the  Chicago)  region  to 
improve  the  quality  of  entries  i)resented.  Training  material  for 
brokers  and  leading  importers  was  based  upon  a  careful  analysis  of 
problem  areas.  A  kit  containing  the  following  pamphlets  was  as- 
sembled and  distributed:  "Guidelines  for  New  Employees  of  Customs 
Brokers;"  "Glossary  of  Terms  for  Foreign  Trade  and  U.S.  Customs;" 
"Frequent  Causes  of  Change  Entries;"  "  'Rejected'  Entries  Cost 
You  Money;"  and  "How  Customs  Automatic  Data  Processing  Will 
Affect    You." 

Public  information  and  publications. — New  guidelines  were  prepared 
for  regional,  district,  and  i)ort  information  officers  with  suggestions 
for  reaching  larger  audiences  via  exhibits,  press  releases,  and  special 
projects. 

A  major  project  was  the  concentrated  program  to  inform  U.S. 
residents  })Ianning  to  attend  Expo  67  of  their  customs  privileges  and 
restrictions.  A  special  4-page  leaflet  of  questions  and  answers  was 
distributed  by  both  Canadian  and  United  States  customs  officers 
along  the  northern  border;  around  1,000  radio  and  TV  spot  announce- 
ments with  color  slides,  plus  local  newspaper  items,  received  wide 
coverage  and  encouraged  travelers  to  "know  before  they  go"  by 
making  use  of  our  publications  to  speed  their  return  through  Customs. 

Four  new  and  seven  revised  pamplilets  were  issued  to  meet  the 
sharp  rise  in  travel  and  international  trade.  Six  of  these  were  printed 
in  foreign  languages.  A  "do's  and  don'ts"  poster  was  reissued  for  use 
by   airlines,   steamship   companies,    and   travel   agencies. 

Private  aviators  received  assistance  in  making  entry  and  clearance 
of  their  planes  through  Customs  from  a  booklet  "Customs  Guide  for 
Private  Flyers,"  published  by  the  operations  staff. 

The  output  of  news  releases,  magazine  articles,  TV  and  radio 
interviews,  idea  sheets,  and  speeches  showed  a  marked  increase 
throughout  the  country  to  help  the  public  understand  the  Customs 
mission. 
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Investigative  activities 

The  Customs  Agency  Service  is  the  primary  enforcement  arm  of 
the  Bureau.  During  the  year,  offices  of  resident  agents  were  opened 
in  Atlanta,  Ga.,  and  Corpus  Christi,  Tex.  The  office  at  Port  Arthur 
was  transferred  to  Beaumont,  ^^dth  a  resident  agent  instead  of  a 
customs  agent  in  charge.  The  offices  at  Pembina,  N.  Dak.,  and  Great 
Falls,  Mont.,  also  were  changed  to  resident  agents.  An  additional 
agent  was  stationed  in  Mexico  City  and  two  agents  were  added  at 
Rouses  Point,  N.Y. 

Major  improvements  were  made  in  the  agency  system  of  radio 
communications.  Mobile  units  several  years  old  were  replaced  with 
current  models,  while  more  powerful  units  were  secured  for  New  York 
and  Miami.  The  utilization  of  the  Federal  Telecommunications  System 
made  it  possible  to  do  away  with  the  former  teletype  operation  in 
regional  offices.  The  system  for  submitting  and  distributing  suspect 
and  violator  index  cards  also  was  streamlined  and  improved. 

Investigations  completed.— The  number  and  types  of  cases  in- 
vestigated under  customs,  navigation,  and  related  laws  enforced 
by  Customs  increased  9.7  percent  over  fiscal  year  1966,  as  shown  in 
table  91. 

Enforcement  regions. — The  regions  along  the  Mexican  border 
continued  to  generate  a  large  number  of  criminal  cases.  In  the  Houston 
region  which  includes  Texas  and  New  Mexico,  there  were  872  arrests 
and  320  convictions.  There  were  1,994  arrests  and  717  convictions  in 
the  Los  Angeles  region  which  covers  Aiizona  and  California. 

Arrests.- — ^The  following  table  shows  the  number  of  arrests  and 
dispositions  during  the  last  2  fiscal  years. 


Activity 


Persons  under  or  awaiting  indictment  at  beginning  of  year. 

Arrests -- --- 

Turned  over  to  other  agencies - 

Prosecutions  declined 

Not  indicted 

Convictions -- - 

Dismissals  and  acquittals 

Nolle  pressed -- 

Persons  under  or  awaiting  indictment  at  end  of  year 


Seizures,  general.- — A  total  of  5,638  seizures,  aside  from  narcotics 
and  marihuana,  were  made  during  the  year. 

Seizures,  narcotic  and  marihuana.- — Opium  was  encountered  in  no 
more  than  token  quantities  throughout  the  year.  However,  cocaine 
in  lots  of  1  ounce  to  6  ounces  appeared  along  the  California  border 
more  frequently  than  heretofore.  Three  large  seizures  also  were  made 
from  travelers  arriving  in  Miami  by  air. 

The  Mexican  border  provided  numerous  moderate-size  seizures  of 
heroin  and  New  York  several  large  ones.  With  the  exception  of  a 
17.8-ounce  lot  seized  at  Andrade,  Calif.,  in  an  undercover  case,  all 
the  substantial  lots  of  heroin  along  the  southern  border  were  encoun- 
tered in  Texas,  apparently  coming  from  suppliers  across  the  border 
from  Ea&le  Pass  and  Roma. 


Fiscal  ; 

years 

Percentage 
increase,  or 
decrease  (— ) 

1966 

1967 

1, 109 

2, 522 

639 

1,382 

3,374 

1,009 

464 

12 

1,137 

179 

78 

1,877 

24.6 
33.8 
57.9 

348 
17 

33.3 

-29.4 

1,094 

3.9 

126 

42.1 

25 

212.0 

1,382 

35.8 
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The  largest  individual  seizure  ox  the  year  was  made  by  Customs 
port  investigators  on  plainclothes  motor  patrol  on  the  Brooklyn  water- 
front where  21  pounds,  12  ovmces  of  97.9  percent  pure  heroin  were 
taken  from  a  seaman  on  a  French  vessel  and  his  partner,  another 
French  seaman,  who  had  just  arrived  in  New  York  by  air.  Part  of 
the  contraband  was  found  on  their  persons,  part  on  the  vessel,  and 
part  in  a  car  rented  by  the  seaman  who  arrived  by  air.  One  was 
sentenced  to  15  years  and  the  other  7  years.  Two  weeks  later,  when  an 
English  professional  criminal  arrived  from  Paris  by  air  carrying  a 
false  British  passport,  a  customs  inspector  found  a  hidden  compart- 
ment in  his  suitcase  containing  eight  packages  of  97.9  percent  pure 
heroin,  weighing  11  pounds  and  packed  in  the  same  manner  as  that 
seized  from  the  two  French  seamen.  He  pleaded  guilty  and  received 
a  15-year  sentence. 

The  most  striking  development  in  the  customs  enforcement  field 
during  the  year  was  the  increase  in  seizures  of  marihuana  from  10,411 
pounds  in  1966  to  26,313  pounds  in  1967.  Not  long  ago  a  100-pound 
seizure  of  marihuana  was  regarded  as  an  event  of  major  significance. 
In  fiscal  1967  there  were  87  seizures  totaling  19,229  pounds,  or  an 
average  of  211  pounds  each.  Seven  seizures,  totaling  1,657  pounds, 
were  made  in  Texas,  including  seizures  of  marihuana  followed  from 
there  to  other  places;  three  totaling  543  pounds  in  Aiizona;  and  27 
totaling  17,029  pounds  in  California.  Thirty-one  seizures  totaling 
6,526  pounds  were  made  as  the  result  of  information  received;  56 
totaling  12,703  pounds  were  made  without  previous  information. 

The  following  table  compares  narcotic  and  drug  seizures  during 
1966  and  1967. 


Seizures 


Fiscal 

years 

Percentage 
increase,  or 
decrease  (— ) 

1966 

1967 

7,959 

35, 323 

343.8 

182 

225 

23.6 

2,494 

2,036 

-18.4 

7 

9 

28.6 

34, 936 

2,400 

-93.1 

6 

7 

40.0 

20, 299 

18,304 

-9.8 

313 

291 

-7.0 

1  4, 722, 481 

11,935,431 

152.7 

699 

1,081 

54.6 

904 

1,829 

102.3 

191 

334 

74.9 

Narcotic  drugs  (weight  in  grams): 
Heroin. 

Number  of  seizures 

Raw  opium .-- 

Number  of  seizures 

Smoking  opium 

Number  of  seizures 

Others. 

Number  of  seizures 

Marihuana: 

Bulk  (grams)- 

Number  of  seizures 

Cigarettes  (number) 

Number  of  seizures 


•  Revised. 

Seizures,  merchandise. — Customs  seizures  of  merchandise  through- 
out the  country  for  violations  of  laws  enforced  by  the  Customs  Agency 
Service  increased  20.2  percent  in  the  number  of  seizures  and  72.4 
percent  in  the  appraised  value,  compared  with  fiscal  year  1966. 
Details  of  these  seizures  by  number  and  value  are  shown  in  table  90. 

Foreign  trade  zones 

Customs  duties  and  internal  revenue  taxes  collected  during  fiscal 
1967  in  the  nine  zones  in  operation  amounted  to  $10,303,304.  Although 
a  grant  establishing  a  new  zone.  No.  10,  at  Bay  County,  Mich.,  was 
issued  on  September  12,  1966,  there  was  no  activity  in  that  zone 
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during  the  year.  Zone  No.  9,  at  Honolulu,  completed  its  first  full 
year  of  business. 

Although  the  number  of  entries  received  in  the  nine  zones  decreased 
by  6.2  percent,  with  seven  areas  showing  decreases,  there  were  sub- 
stantial increases  in  other  zone  busmess  to  offset  this. 

The  following  table  summarizes  foreign  trade  zone  operations 
during  fiscal  1967. 


Trade  zone 


Number 
of  entries 


Received  in  zone 


Long 
tons 


Value 


Delivered  from  zone 


Long 
tons 


Value 


Duties  and 
internal 
revenue 

taxes 
collected 


New  York.. 4,819 

New  Orleans 3,249 

San  Francisco. 8,311 

San  Francisco  (subzone) 661 

Seattle 566 

Mayaguez 322 

Penuelas  (subzone) 17 

Toledo... 155 

Honolulu 793 


19,057   $41,851,064 


39, 480 

3,646 

184 

702 

348 

393, 383 

20, 546 

1, 236, 406 


21, 410, 765 
6, 050, 598 
1, 101, 238 
1,  689, 143 
798, 633 
6, 529, 448 
7,624,822 
1,743,251 


21, 059 

27,080 

3,024 

123 

607 

412 

231, 059 

25, 306 

952, 329 


$41, 302, 606 
19, 883, 212 
4, 467, 254 
757, 012 
1,497,742 
1,773,284 
11,079,804 
8,945,878 
1, 362, 501 


$6,618,095 
525,836 
418, 397 
226, 748 
172, 960 
63, 734 
215, 589 
1, 966, 680 
95,265 


Cost  of  administration 


Customs  operating  expenses  amounted  to  $91,646,829,  including 
export  control  expenses  and  the  cost  of  additional  inspection  reim- 
bursed by  the  Department  of  Agriculture. 

The  following  table  shows  man-year  employment  data  in  the  fiscal 
years  1966  and  1967. 


Operation 


Man-years      Man-years      Percentage 
1966  1967  increase 


Regular  customs  operations: 

Nonreimbursable. 

Reimbursable '... 

Total  regular  customs  employment 

Export  control 

Additional  inspection  for  Department  of  Agriculture. 

Total  employment... 


,091 
401 


,492 
223 
251 


,966 


,093 


,501 
226 
262 


1.7 


.1 
1.3 

4.4 


.3 


1  Salaries  reimbursed  to  the  Government  by  the  private  firms  who  received  the  exclusive  services  of  these 
employees. 


Oflfice  of  Director  of  Practice 


The  Ofl&ce  of  Director  of  Practice  is  a  part  of  the  Office  of  the  Secre- 
tary of  the  Treasury  and  is  under  the  immediate  supervision  of  the 
General  Counsel.  The  Director  of  Practice  institutes  and  provides 
for  the  conduct  of  disciplinary  proceedings  against  attorneys,  certified 
public  accountants,  and  enrolled  agents  who  are  alleged  to  have 
engaged  in  disreputable  conduct  or  who  are  alleged  to  have  violated 
the  rules  and  regulations  regarding  practice  before  the  Internal 
Revenue  Service. 

Pursuant  to  revisions  to  Treasury  Department  Circular  No.  230 
(31  CFR,  Pt.  10),  effective  September  13,  1966,  the  function  of 
receiving  and  acting  upon  applications  for  enrollment  to  practice 
before  the  Internal  Revenue  Service  as  taxpayers'  agents  was  trans- 


76     19G7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

ferred  from  the  Office  of  Director  of  Practice  to  the  Commissioner 
of  Internal  Revenue.  Prior  to  such  transfer,  during  the  period  July  1, 
1966,  through  September  12,  1966,  the  Director  of  Practice  denied  one 
application  for  enrollment.  Fourteen  applications  awaiting  review 
were  transferred  to  the  Commissioner  of  Internal  Revenue  in  accord- 
ance with  Treasury  Department  Order  No.  175-4.^ 

On  July  1,  1966,  there  were  164  cases  under  evaluation  in  the  Office 
of  Director  of  Practice,  which  involved  derogatory  information  related 
to  practice  before  the  Internal  Revenue  Service  by  attorneys,  certified 
public  accountants,  and  enrolled  agents.  During  the  fiscal  year,  109 
new  derogatory  information  cases  were  received.  Disciplinary  action 
was  taken  in  48  cases,  either  by  this  Office  or  by  order  of  a  hearing 
examiner.  These  48  actions  affected  17  attorneys,  22  certified  public 
accountants,  and  nine  enrolled  agents.  During  the  fiscal  year,  five 
proceedings  for  disbarment  or  suspension  were  initiated  before  a 
hearing  examiner.  Decisions  were  rendered  in  four  of  these  cases.  In 
addition,  two  cases  were  carried  over  on  the  examiner's  docket  from 
the  previous  fiscal  year.  In  two  cases  involving  attorneys,  the  examiner 
issued  an  initial  order  for  disbarment.  In  two  other  cases,  an  order  of 
suspension  was  imposed  upon  a  certffied  public  accountant  and  an 
enrolled  agent.  One  case  which  had  been  heard  by  the  examiner  and 
which  was  awaiting  decision  at  the  end  of  fiscal  1966  was  dismissed 
by  the  examiner.  As  of  June  30,  1967,  two  cases  were  awaiting  presenta- 
tion before  a  hearing  examiner  and  76  were  pending  while  under  active 
review  and  evaluation. 

Prior  to  the  revision  of  Treasury  Department  Circular  230,  the 
Director  of  Practice,  pursuant  to  Revenue  Procedure  64-47,  exercised 
an  appellate  jurisdiction  over  determinations  by  district  directors 
denying  to  unenrolled  preparers  of  returns  the  privilege  of  limited 
practice  before  the  Service.  As  of  July  1,  1966,  four  such  appeals  were 
awaiting  final  decision.  These  were  resolved  prior  to  September  13, 
1966. 

OflSce  of  Domestic  Gold  and  Silver  Operations 

The  Office  of  Domestic  Gold  and  Silver  Operations,  in  the  Office  of 
the  Under  Secretary  for  Monetary  Affairs,  assists  the  Under  Secretary 
in  the  formulation,  execution,  and  coordination  of  policies  and  pro- 
grams relating  to  gold  and  silver  in  both  their  monetary  and  com- 
mercial aspects.  The  Office  administers  the  Treasury  Department 
gold  regulations  relating  to  the  purchase,  sale,  and  control  of  industrial 
gold,  gold  coin,  and  gold  certificates ;  issues  licenses  and  other  authoriza- 
tions for  the  use,  import  and  export  of  gold,  and  for  the  importation 
and  exportation  of  gold  coin;  receives  and  examines  reports  of  opera- 
tions; investigates  and  supervises  the  activities  of  users  of  gold;  and 
administers  the  silver  coin  regulations  relating  to  the  melting,  treating, 
and  export  of  silver  coins  of  the  United  States.  Investigations  into 
possible  violations  of  the  gold  regulations  and  the  silver  coin  regula- 
tions are  coordinated  with  the  U.S.  Secret  Service,  the  Bureau  of 
Customs,  and  other  enforcement  agencies. 


» See  exhibit  72. 


ADMINISTRATIVE    REPORTS  77 

Gold 

Purchases  of  gold  for  industrial  use  from  the  Treasury. — The  gross 
sales  of  gold  for  industrial  use  by  the  Treasury  increased  in  the 
calendar  year  1966  to  5,584,512  fine  troy  ounces,  as  compared  with 
4,691,485  fine  troy  ounces  in  calendar  year  1965,  3,665,245  ounces 
in  calendar  1964,  and  3,068,345  ounces  in  1963. 

Gold  coin  licensing. — The  volume  of  requests  for  the  importation  of 
gold  coins  and  the  cases  involving  coins  acquired  abroad  without 
license  by  uninformed  tourists,  continued  to  be  large. 

End  uses  of  gold. — End-use  certificates  \vith  detailed  information 
concerning  the  end-use  of  gold  were  in  effect  through  the  calendar 
year  1966.  The  estimated  allocation  by  use  for  1966  is  shown  in  the 
table  below. 

Estimated  allocation  of  gold  by  use  for  the  calendar  year  1966 

Fine  tioy  Dollars, 

ounces         based  on  $35       Percent 
per  ounce 

Jewelry  and  arts.. 3,758,502  131,547,570  62 

Dental- 424,347  14,852,145  7 

Industrial,   electrical,   and   electronics,    including   space   and 

defense 1,636,767  57,286,845  27 

Other  industrial,  including  space  and  defense.-. 242,484  8,486,940  4 


Total - 6,062,100      212,173,500  100 

SUver 

Commencing  in  1963  when  the  market  price  of  silver  reached  the 
U.S.  monetary  value  of  silver,  $1.29+  per  fine  troy  ounce,  the  Treasury 
made  silver  available  to  the  market  at  $1.29+  per  ounce  through 
redemptions  of  silver  certificates  and  sales  of  free  silver.  On  May  18, 
1967,  such  sales  of  sUver  to  buyers  other  than  domestic  industrial 
users  were  discontinued.^  Also,  under  the  authority  of  the  Coinage 
Act  of  1965  prohibitions  were  invoked  on  the  melting,  treating,  and 
export  of  silver  coins. 

On  June  30,  1967,  $150  million  in  silver  certificates  were  written  off 
pursuant  to  Public  Law  90-29,  approved  June  24,  1967,-  and  approxi- 
mately 116  million  ounces  of  silver  formerly  held  as  reserves  against 
such  silver  certificates  were  transferred  to  the  Treasury  balances 
of  free  silver. 

Bureau  of  Engraving  and  Printing 

The  Bureau  of  Engraving  and  Printing  is  responsible  for  manu- 
facturing U.S.  paper  cuiTency,  various  public  debt  instruments,  and 
most  other  evidences  of  a  financial  character  issued  by  the  Govern- 
ment, such  as  postage  and  internal  revenue  stamps,  food  coupons, 
and  military  payment  certificates.  In  addition,  the  Bureau  prints 
commissions,  certificates  of  awards,  permits,  and  a  wide  variety  of 
other  miscellaneous  items.  The  Bureau  also  executes  certain  printings 
for  various  territories  administered  by  the  United  States. 

'  On  July  14, 1967,  sales  of  silver  at  the  $1.29+  price  were  discontinued  and  since  that  time  sales  of  Treasury 
free  silver  have  been  conducted  by  the  General  Services  Administration  as  agent  for  the  Treasury  at  going 
market  prices  on  a  competitive  sealed  bid  basis. 

2  See  eshibit  71, 
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Management  attainments 

The  Bureau  has  continued  to  expand  its  program  of  converting 
the  printing  of  currency  to  the  dry  intagHo  process,  32  notes  to  the 
sheet.  During  fiscal  1967,  the  four  sheet-fed  rotary  presses  acquired  in 
1965  were  refined,  with  resultant  increased  productivity  and  reduced 
spoilage.  The  average  cost  of  jjroducing  currency  decreased  from  $8.42 
per  thousand  notes  in  fiscal  1966  to  $8.14  in  1967.  The  number  of 
currency  notes  converted  to  jmnting  on  the  high-speed  32-subject 
presses  was  increased  by  78,592,000  notes,  which  contributed  to  this 
decrease  in  the  unit  cost.  This  conversion  represented  additional 
annual  recurring  savings  of  $273,500  in  fiscal  1967.  Complete  conver- 
sion to  the  high-speed  drv  process  of  i)rinting  currency  is  anticipated 
by  the  close  of  fiscal  1968.  The  actual  cost  of  $8.14  for  fiscal  1967 
represents  the  lowest  unit  cost  rate  for  the  production  of  currency 
since  1951,  the  year  in  Avhich  new  impetus  was  given  to  the  Bureau's 
modernization  program. 

During  fiscal  1967  the  Bureau  realized  the  additional  annual  savings 
of  $10,330  anticipated  last  year  from  conversion  in  the  method  of 
printing  Puerto  Rican  bottle  strip  stamps  from  sheet-fed  flatbed 
presses  to  high-speed  rotaiy  web-fed  presses  initiated  in  fiscal  1966. 
Additional  annual  savings  of  $18,000  accrued  to  the  Bureau  from 
utilization  of  its  new  tour  facility  which  was  opened  for  visitors  in 
fiscal  1966. 

During  fiscal  1967  the  Bureau  completed  its  program  for  conversion 
of  the  printing  of  Treasury  bills  from  the  wet  to  the  dry  method  on 
high-speed  press  equipment.  Treasury  bills  aro  the  largest  single  item 
requisitioned  by  the  Bureau  of  the  Public  Debt.  Recurring  annual 
savings  of  $208,000  were  realized  hi  1967  from  this  changeover. 

The  procedure  for  manufacturing  the  green  ink  used  in  printing 
currency  backs  was  recently  changed.  The  new  procedure  involves 
processing  much  larger  quantities,  using  an  ink  pump  to  transfer 
the  ink  to  the  mills,  and  milling  once  instead  of  three  times.  Annual 
recurring  savings  of  $10,000  are  estimated  to  accrue  from  this  action 
beginning  with  fiscal  1967. 

The  craft  training  opportunities  program  initiated  in  the  1966  fiscal 
year  was  intensified  and  extended  to  cover  additional  crafts  in  the 
printing,  binding,  and  maintenance  trades  and  crafts  categories.  The 
success  of  this  program  resulted  in  the  advancement  of  the  equal 
employment  opportunity  program  and  an  atmosphere  of  cooperation 
and  acceptance  by  all  persons  concerned. 

During  the  year,  the  Bureau  has  been  actively  engaged  in  over- 
printing an  invisible  phosphor  coating  on  postage  stamps  to  activate 
the  sensing  mechanism  of  Post  Office  equipment  designed  to  speed 
the  sorting  and  distribution  of  mail.  Complete  conversion  has  been 
accomplished  for  the  denominations  and  types  of  stamps  designated 
by  the  Post  Office  Department.  Much  research  work  has  gone  into 
developing  suitable  phosi)hor  ink  for  the  postage  stamps  and  i)roper 
press  equipment  for  monitoring  the  aj)i)lication  of  this  ink. 

In  the  interest  of  maintaining  efficient  and  econondcal  oi)erations, 
the  Bureau  has  carried  on  intensive  research,  engineering,  and  devel- 
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opment  activities  and  a  continuing  program  of  production  and 
quality  control  studies. 

Fiscal,  administrative,  and  production  areas  have  been  audited 
by  the  Bureau's  internal  auditors.  There  were  32  audit  recommenda- 
tions outstanding  at  the  beginning  of  fiscal  1967.  Seventy-two  reports 
of  audit,  containing  61  recommendations  for  consideration  by  various 
levels  of  management,  were  released.  During  the  year  56  recom- 
mendations were  cleared,  leaving  37  under  consideration  at  the  fiscal 
yearend. 

Through  its  excess  property  program,  the  Bureau  received  $5,078 
from  the  sale  of  obsolete  equipment  and  excess  material.  Equipment 
and  furniture  valued  at  $32,507  were  obtained  at  no  charge,  through 
the  Federal  excess  property  utilization  program. 

Efforts  were  continued  to  encourage  employee  participation  and 
to  maintain  supervisors'  enthusiasm  in  the  employee  suggestion 
program.  The  Bureau's  overall  rate  for  suggestions  adopted  in  fiscal 
1967  was  36.4  percent  (as  compared  with  the  national  average  of 
24.4  percent  for  the  calendar  year  1966),  with  15.78  suggestions  received 
for  each  100  employees.  Estimated  annual  recurring  savings  of  $39,009 
and  one-time  savings  of  $300  will  accrue  to  the  Bureau  as  a  result  of 
suggestions  adopted  in  fiscal  1967.  Performance  awards  increased  in 
the  administrative  areas  with  three  of  the  Bureau's  top  officials  being 
granted  Treasury's  Meritorious  Service  Awards  in  recognition  of  the 
sustained  excellence  of  their  work.  Also,  one-time  savings  of  $46,672 
were  realized  through  the  sustained  superior  performance  of  employees. 

During  the  year,  1,260  Bureau  employees  participated  in  69 
in-Bureau  training  programs;  35  employees  attended  two  programs 
at  the  Department;  120  employees  completed  29  interagency  courses; 
two  employees  attended  a  conference  conducted  by  other  Govern- 
ment agencies;  and  58  employees  attended  conferences,  seminars, 
and  training  classes  sponsored  by  non- Government  organizations. 

Through  its  continued  special  expenditure  reduction  efforts,  in 
implementation  of  the  President's  memorandum  to  Heads  of  Depart- 
ments and  Agencies,  dated  April  29,  1966,  the  Bureau  realized  annual 
recurring  savings  of  $21,539  and  one-time  savings  of  $88,642  in 
fiscal  1967. 

Total  estimated  savings  from  management  improvement  efforts 
during  fiscal  1967  approximate  $580,378  on  a  recurring  annual  basis 
and  $135,614  on  a  one-time  basis.  All  savings  realized  are  applied 
against  the  cost  of  products  produced  and  are  reflected  in  downward 
adjustments  in  products  costs  and  passed  on  to  customer  agencies. 

New  issues  of  postage  stamps  and  deliveries  of  finished  work 

New  issues  of  postage  stamps  delivered  by  the  Bureau  in  fiscal 
1967  are  shown  in  table  92.  A  comparative  statement  of  deHveries  of 
finished  work  for  the  fiscal  years  1966  and  1967  appears  in  table  93. 

Finances 

Bureau  operations  are  financed  by  reimbursements  to  the  Bureau 
of  Engraving  and  Printing  fund,  as  authorized  by  law.  Comparative 
financial  statements  follow. 


80 


1967    REPORT    OF   THE    SECRETARY    OF   THE    TREASURY 
Statement  of  financial  condition  June  SO,  1966  and  1967 

Assets                                                           June  30,  1966  June  30, 1967 

Current  assets: 

Cash: 

On  hand $100    

With  the  Treasury 6,586,523  $5,540,167 

Accounts  receivable  '.-. 1,855,730  2,042,903 

Inventories:  2 

Finished  goods 1,240,979  2,108,080 

Work  in  process 3,554,609  3,813,874 

Raw  materials 931,956  1,260,832 

Stores - - 1,120,413  1,215,127 

Prepaid  expenses.. 95,731  157,317 

Total  current  assets 15,386,041  16,138,300 


Fixed  QiSsets*  ^ 

Plant  machinery  and  equipment. 24,370,485  22,400,970 

Motor  vehicles. 156,742  160,744 

Office  machines.. 266,420  276,905 

Furniture  and  fixtures 501,705  459,933 

Dies,  rolls,  and  plates 3,955,961  3,955,961 

Building  appurtenances 3, 519, 764  3, 399,  562 

Fixed  assets  under  construction 145,343  41,472 


Total 32,916,420  30,695,547 

Less  accumulated  depreciation 16, 558, 350  15, 923, 659 

Total 16,358,070  14,771,888 

Excess  fixed  assets  (written  down  to  20  percent  and  30  percent  of  book 

value,  1966  and  1967,  respectively). 6,451  4,343 

Totalflxed  assets 16,364,521  14,776,231 


Deferred  charges .---  114,417  85,523 

Total  assets 31,864,979         31,000,054 

LiabiUties  and  investment  of  the  United  States 

Liabihties: 

Accounts  payable  * $2,061,571  $1,816,017 

Accrued  UabiUties: 

PayroU  1,684,881  931,610 

Accrued  leave 1,864,408  1,861,391 

Other 140,432  160,748 

Trust  and  deposit  Uabili ties. .-  935,334  1,155,462 

Other  liabilities 2,259    343 

Total  liabilities  » 6,688,885  5,925,471 

Investment  of  the  U.S.  Government: 

Appropriation  from  U.S.  Treasury.. 3,250,000  3,250,000 

Donated  assets,  net 22,000,930  22,000,930 

Total --- 25,250,930  25,250,930 

Accumulated  earnings,  or  deficit  (— ) » —"4,836  —176,347 

Totalinvestmentof  the  U.S.  Government. 25, 176, 094  25, 074, 583 

Total  liabihties  and  investment  of  the  U.S.  Government 31,864,979  31,000,054 

1  Accounts  receivable  at  June  30, 1966,  included  $134,242  rcprcsontinp:  the  value  of  finished  goods  and  work 
in-process  inventories  destroyed  as  a  result  of  a  fire  as  well  as  niiscellanoous  expenses  incurred  in  connection 
thereto.  The  claim  against  the  surety  on  the  performance  bond  and  tlio  contractor  engaged  in  the  construc- 
tion job  involved  in  the  (Ire  was  settled  in  full  for  $61,000  in  June  1967. 

2  Finished  goods  and  work-in-process  inventories  are  valued  at  cost,  including  administrative  and  service 
overhead.  Except  for  the  distinctive  paper  which  is  valued  at  the  acquisition  cost,  raw  materials  and  stores 
inventories  are  valued  at  the  average  eost  of  the  materials  and  supplies  on  hand. 

3  Plant  maehinerv  and  equipment,  furniture  and  fixtures,  oHice  machines,  and  motor  vehicles  acquired 
on  or  before  June  30,  1950,  are  stated  at  appraised  values.  Additions  since  Juno  30,  1950,  and  all  building 
appurtenances  are  valued  at  acquisition  cost.  The  act  of  August  4,  1950  (31  U.S.C.  181a),  which  established 
the  Bureau  of  Engraving  and  I'rinting  fund  specifically  excluded  land  and  buildings  valued  at  about 
$9,000,000  from  the  assets  of  the  fund.  Also  excluded  are  apiMoi)riated  fiuids  of  about  $6,784,000  expended  or 
transferred  to  GSA  for  extraordinary  expenses  in  conni'elinn  with  uneapitaliz.od  l)uilding  repairs  and  air 
conditioning.  As  of  June  30,  1967,  fixed  assets  includi'd  $l,;»5;t/J54  of  fully  depreciated  items,  principaUy 
plant  machinery  and  equipment  and  building  appurtenances.  l)i(>s,  rolls,  and  plates  were  capitahzed  at 
July  1,  1951,  on  the  basis  of  average  unit  costs  of  manufaeture,  reduced  to  recognize  their  estimated  useful 
hfe.  Since  July  1, 1951,  all  costs  of  dies,  rolls,  and  plates  have  been  charged  to  operations  in  the  year  acquired. 

*  Accounts  payable  at  Juno  30,  1967,  include  $1,211,01)0  representing  payments  withheld  hom  contractors 
pending  satisfactory  performance  of  press  equipment  purchases. 

'  In  addition,  outstanding  commitments  with  suppliers  for  unperfonnod  contracts  and  undelivered 
purchase  orders  totaled  $6,330,312  as  of  June  30,  1907,  as  compared  with  $5,555,669  at  June  30,  1966. 

«  The  act  of  August  4, 1950,  provided  that  customer  agencies  make  payment  to  the  Bureau  at  prices  deemed 
adequate  to  recover  all  costs  incidental  to  perfonning  work  or  services  requisitioned.  Any  surplus  accruing 
to  the  fund  in  any  fiscal  year  is  to  be  paid  into  the  general  fund  of  the  Treasury  as  miscellaneous  receipts 
except  that  any  surplus  is  applied  first  to  restore  any  impainnent  of  capital  by  reason  of  variations  between 
prices  charged  and  actual  costs. 
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Statement  of  income  and  expense,  fiscal  years  1966  and  1967 

Income  and  expense  1966  1967 

Operating  revenue:  Sales  of  engraving  and  printing. $33,012,991  $33,540,752 

Operating  costs: 
Cost  of  sales: 

Direct  labor. 13,385,424  13,919,731 

Direct  materials  used 5,452,800  5,601,621 

Prime  cost 18,838,224  19,521,352 

Overhead  costs: 

Salaries  and  indii-ect  labor 9,062,530  9,263,233 

Factory  supplies 1,291,091  1,428,698 

Repair  parts  and  supplies 321,614  316,509 

Employer's  share  personnel  benefits 1, 548, 016  1, 666, 056 

Rents,  communications,  and  utilities 546, 858  579, 145 

Other  services 342,999  455,147 

Depreciation  and  amortization _ 1,905,349  1,853,258 

Gains  (—),  or  losses  on  disposal  or  retirement  of  fixed  assets 34,306  229,384 

Fire  loss... 73,242 

Sundry  expense  (net). 54,615  103,050 

Total  overhead. _ 15,107,378  15,967,722 

Total  costs  1 33,945,602  35,489,074 

Less: 

Nonproduction  costs: 

Shop  costs  capitalized 437,965  150,381 

Cost  of  miscellaneous  services  rendered  other  agencies 578, 633  570, 064 

Total 1,016,598  720,445 

Cost  of  production 32,929,004  34,768,629 

Net  increase  (— ),  or  decrease  in  finished  goods  and  work  in  process 

inventories  from  operations —143,806  —1,126,366 

Cost  of  sales 32,785,198  33,642,263 

Operating  profit,  or  loss  (-) 227,793  —101,511 

Nonoperating  revenue: 

Operation  and  maintenance  of  incinerator  and  space  utilized  by  other 

agencies... _ _  487,433  496,105 

O  ther  direct  charges  for  miscellaneous  services 91, 200  73, 959 

Total 578,633  570,064 

Nonoperating  costs: 

Cost  of  miscellaneous  services  rendered  other  agencies 578, 633  570, 064 

Net  profit,  or  loss  (-),  for  the  year  2. 227,793  -101,511 

1  No  amounts  are  included  in  the  accounts  of  the  fund  for  (1)  interest  on  the  investment  of  the  Govern- 
ment in  the  Bureau  of  Engraving  and  Printing  fund,  (2)  depreciation  on  the  Bureau's  buildings  excluded 
from  the  assets  of  the  fund  by  the  Act  of  August  4, 1950,  and  (3)  certain  costs  of  services  performed  by  other 
agencies  on  behalf  of  the  Bureau. 

2  See  preceding  table,  footnote  6. 

Statement  of  source  and  application  of  funds,  fiscal  years  1966  and  1967 

Funds  provided  and  applied 1966  1967 

Funds  provided: 

Sales  of  engraving  and  printing $33,012,991  $33,540,752 

Operation  and  maintenance  of  incinerator  and  space  utilized  by  other  487,433  496,105 

agencies 

Other  direct  charges  for  miscellaneous  services.. 91,200  73,959 

Total 33,591,624  34,110,816 

Less  cost  of  sales  and  services  (excluding  depreciation  and  other  charges  not 
requiring  expenditure  of  funds:  Fiscal  year  1967,  $2,082,642;  fiscal  year 

1966,  $1,939,655 31,424,176  32,129,685 

Total 2,167,448  1,981,131 

Sale  of  surplus  equipment. 15,891  9,508 

Decrease  in  working  capital 884,115    

Total  funds  provided 3, 067, 454  1, 990, 639 

Funds  applied: 

Acquisition  of  fLxed  assets 3,036,264  394,916 

Acquisition  of  experimental  equipment;  and  plant  repairs  and  alterations 

to  be  charged  to  future  operations. 31,190  80,049 

Increase  in  working  capital 1,515,674 

Total  funds  apphed.... 3,067,454  1,990,639 
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Fiscal  Service 

BUREAU  OF  ACCOUNTS 

The  Bureau's  functions  are  GovernmentAvide  in  scope  and  include 
central  accounting  and  financial  reporting;  disbursing  for  virtually  all 
civilian  agencies;  supervising  the  Government's  depositary  system; 
determining  qualifications  of  insurance  companies  to  do  surety  busi- 
ness vnth.  Government  agencies;  a  variety  of  fiscal  activities  such  as 
investment  of  trust  funds,  agency  borrowings  from  the  Treasury,  and 
international  claims  and  indebtedness;  and  Treasury  staff  representa- 
tion in  the  joint  financial  management  improvement  program. 

Management  improvement 

Savings  of  $766,585  were  realized  during  fiscal  1967  under  the  cost 
reduction  and  management  improvement  program,  attributable  to 
further  improvements  in  technology  and  systems,  realinement  of 
organization  and  staffing,  and  the  benefits  of  continuing  programs  for 
developing  people  in  management  and  other  skills. 

Personnel 

More  than  65  percent  of  the  Bureau's  field  organizations  were 
covered  by  surveys  to  evaluate  personnel  management  goals  and 
practices,  with  emphasis  on  achievements  under  the  position  manage- 
ment system.  Operation  MUST  (Maximum  Utilization  Skills  and 
Training)  and  the  equal  employment  opportunity  programs.  These 
were  key  matters  on  the  agenda  of  a  conference  with  regional  managere 
in  the  spring  of  1967.  With  employee  motivation  as  the  conference 
keynote,  personnel  topics  were  presented  through  a  variety  of  media 
including  professional  lecturers,  case  studies,  workshops,  and  lectures 
by  personnel  specialists. 

Central  accounting  and  reporting 

In  fiscal  1967  computer  printout  was  used  for  the  first  time  as  camera 
copy  for  the  "Combined  Statement  of  Receipts,  Expenditures  and 
Balances  of  the  United  States  Government."  Considerable  progress 
has  been  made  toward  the  ultimate  goal  of  computer  printout  of 
camera  copy  for  Government-wide  financial  reports. 

Other  financial  reporting  improvements  during  the  year,  to  more 
fully  disclose  the  operations  of  the  Federal  Government,  include: 
tables  on  sales  of  financial  assets  in  the  "Treasury  Bulletin"  and 
"Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 
States  Government;"  also,  a  new  table  on  receipts  from  and  payments 
to  the  public,  seasonally  adjusted  and  unadjusted,  in  the  "Treasury 
Bulletin." 

The  manual  for  "Central  Accounting  for  Foreign  Currency  Opera- 
tions of  the  Federal  Government"  was  submitted  to  the  General  Ac- 
counting Office  for  approval. 

Internal  auditing 

During  fiscal  1967  the  audit  staff  conducted  14  financial  audits. 
Comprehensive  management  surveys  were  also  performed  in  three 
regional  offices. 

The  regular  annual  audit  was  made  on  financial  condition  of  surety 
companies  holding  Treasury  Certificates  of  Authority  as  acceptable 
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sureties  (6  U.S.C  8).  Certificates  are  renewable  each  June  1  and  a  list 
of  approved  companies  (Dapartment  Circular  570,  rev.)  is  published 
annually  in  the  "Federal  Register."  As  of  June  30,  1967,  a  total  of 
250  companies  held  certificates. 

General  coordination  and  stafif  assistance  were  furnished  for  the 
annual  audit  of  the  Exchange  Stabilization  Fund.  Other  audits  made 
of  departmental  activities  included  the  Office  of  the  Comptroller  of  the 
Currency  and  unissued  stocks  of  Federal  Reserve  notes. 
Disbursing  operations 

During  fiscal  1967  the  11  disbursing  offices  in  the  Division  of  Dis- 
bursement handled  a  combined  workload  of  422.4  million  checks  and 
savings  bonds  and  serviced  over  1,300  administrative  agency  offices. 
Total  production  for  1966  was  404.9  million  items  (including  17.3 
million  one-time  retroactive  social  security  checks).  A  number  of 
foreign  service  posts  in  the  Caribbean  and  Far  East  were  serviced  by 
the  Washington  and  Manila  offices,  respectively.  The  Washington  Dis- 
bursing Center  also  processed  a  large  volume  of  payments  in  Canadian 
dollars. 

Installation  of  new  equipment  and  procedures  and  continuous 
management  improvements  increased  employee  productivity  by  10.7 
percent  and  reduced  the  average  unit  cost  to  2.80  cents  this  year 
(compared  to  2.87  cents  in  fiscal  1966).  Major  improvements  included 
the  following: 

(1)  Reorganization  of  field  offices  resulted  in  reduced  strata  of 
supervision  and  staffing  requirements  without  sacrfficing  quantity  or 
quality  of  production, 

(2)  Installation  of  a  new  computer  system  in  one  of  the  field 
offices  and  redistribution  of  the  two  replaced  systems  permitted  the 
absorption  of  increased  workloads  and  discontinuance  of  some  EAM 
equipment. 

(3)  Further  machine  refinement  and  improved  operating  tech- 
niques made  possible  more  savings  for  the  Masterfax  (a  heat  transfer 
process)  machines  which  were  installed  in  eight  field  offices  2  years  ago. 

(4)  The  purchase  of  new  inserting  and  sealing  machines  with 
faster  speeds  enabled  two  offices  to  absorb  increased  workloads. 

A  number  of  agencies  were  provided  special  services,  including 
mailing  attendance  certification  cards  with  some  2.5  million  Veterans' 
Educational  Assistance  checks;  punching,  printing,  and  mailing  1.8 
million  interest-earnings  statements  for  the  Bureau  of  the  Public 
Debt;  printing  and  mailing  700,000  card  notices  for  the  Railroad 
Retirement  Board;  and  issuing  nearly  934,000  Series  E  savings  bonds 
for  the  Bureau  of  the  Public  Debt  to  General  Electric  Co.  employees. 

A  computer  payroll  system  is  now  in  operation  in  all  five  of  the 
computerized  disbursing  offices  involved.  Payroll  services  for  the 
Denver  and  New  York  regional  disbursing  offices  are  performed  by 
the  Kansas  City  and  Philadelphia  disbursing  centers,  respectively. 
Payroll  accounting  service  is  being  provided  for  the  Bureau  of  the 
Public  Debt  in  Chicago  and  for  three  installations  of  the  Bureau  of 
Prisons,  Department  of  Justice. 

A  highlight  of  the  year  was  the  release  of  a  majority  of  the  periodic 
social  security,  public  debt  interest,  VA  educational  assistance,  and 
tax  refund  checks  to  the  post  offices  in  ZIP  Code  presorted  groups. 
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Some  290  million  checks  a  year  are  now  in  the  presort  system;  this  is 
75  percent  of  the  total  potential.  The  Post  Office  Department  esti- 
mates savings  Avhich  equate  to  $13  for  every  $1  additional  expense 
incurred  in  the  disbursing  operations  to  produce  the  presorted  groups. 
The  following  table  shows  a  comparison  of  workloads  for  fiscal 
years  1966  and  1967. 

Volume 
Classification 


1966  1967 


Operations  financed  by  appropriated  funds: 
Checks: 

Social  security  benefits »  228,398,709  234,210,686 

Veterans'  benefits 68,647,928  64,764,251 

Income  tax  refunds 45,311,179  48,991,354 

Veterans'  national  service  life  insurance  dividends 2, 564, 406  5, 793, 488 

Other 41,156,683  48,656,410 

Savings  bonds. 5,588,643  6,623,058 

Adjustments  and  transfers 197,362  234,886 

Total  workload  financed  by  appropriated  funds 391,864,910  409,274,133 


Operations  financed  by  reimbursements: 

Railroad  Retirement  Board 12,163,384  12,152,596 

Bureau  of  the  Public  Debt  (General  Electric  Co.  bond  program) 887, 192  933, 775 

Total  workload— reunbursable  items 13, 050, 576  13, 086, 371 


Total  workload 404,915,486       422,360,504 

t  Includes  17.3  million  one-time  retroactive  payments. 

Deposits,  investments,  and  related  activities 

Federal  depositary  system.- — The  types  of  depositary  services  pro- 
vided and  the  number  of  depositaries  for  each  of  the  authorized 
services  as  of  June  30,  1966  and  1967,  are  shown  in  the  following  table: 

Type  of  service  provided  by  depositaries  1966  1967 

Receive  deposits  from  taxpayers  and  purchasers  of  public  debt  securities, 

for  credit  in  Treasury  tax  and  loan  accounts 12,464  12,362 

Receive  deposits  from  Government  officers  for  credit  in  Treasurer's  general 

accounts. 

Maintain  official  checking  accounts  of  Government  officers 

Furnish  bank  drafts  to  Government  officers  in  exchange  for  collections 

Maintain  State  unemployment  compensation  benefit  payments  and  clearing 

accounts... 

Operate  limited  banking  facihties: 

In  the  United  States  and  its  outlying  areas 

In  foreign  areas 

Investments. — Government  trust  funds  are  invested  in  special  issues, 
of  U.S.  securities,  marketable  U.S.  securities,  participation  certifi- 
cates, and  Government  agency  securities. 

During  the  year  investments  were  begun  for  the  Federal  supjjle- 
mentary  medical  insurance  trust  fund  pursuant  to  Public  Law  89-97, 
api)roved  July  30,  1965,  and  for  the  railroad  retirement  sup{)lemental 
account  pursuant  to  Public  Law  S9-699,  api)roved  October  30,  1966. 

Table  03  shows  the  holdings  of  public  debt  and  agency  securities 
by  Government  agencies  and  accounts. 

Loans  by  the  Treasury. — The  Bureau  administers  loan  agreements 
with   those   Government  corporations   and   agencies   that  have   au- 
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thority  to  borrow  from  the  Treasury.  Tables  109,  110,  and  111  shoAV 
the  status  of  such  loans  as  of  June  30,  1967. 

Surety  bonds.- — Executive  agencies  are  required  by  law  (6  U.S.C. 
14)  to  obtain,  at  their  own  expense,  blanket,  position  schedule,  or 
other  types  of  surety  bonds  covering  emploj^ees  required  to  be 
bonded.  The  legislative  and  judicial  branches  are  permitted  by  law 
to  follow  the  same  procedure.  A  summary  of  this  bonding  activity 
of  Government  agencies  follows : 

Number  of  officers  and  employees  covered  on  June  30,  1967 996,  785 

Aggregate  penal  sums  of  bonds  procured $3,  614,  733,  300 

Total  premiums  paid  by  the  Government  in  fiscal  1967 $244,  621 

Administrative  expenses  in  fiscal  1967 $60,  750 

Foreign  Indebtedness 

World  War  I. — Legislation  relating  to  the  agreement  of  May  28, 
1964,  between  the  United  States  and  Greece  concerning  the  refinanc- 
ing of  a  portion  of  the  Greek  debt  was  approved  November  5,  1966 
(Public  Law  89-766).  For  status  of  World  War  I  indebtedness  to 
the  United  States  see  tables  104  and  105. 

Credit  to  the  United  Kingdom. — The  Government  of  the  United 
Kingdom  made  a  principal  payment  of  $59.7  million  and  an  interest 
payment  of  $68.2  million  on  December  31,  1966,  under  the  Financial 
Aid  Agreement  of  December  6,  1945,  as  amended  March  6,  1957. 
The  interest  payment  included  $8.6  million  representing  interest  on 
principal  and  interest  installments  previously  deferred.  Through  June 
30,  1967,  cumulative  payments  totaled  $1,523.7  milhon,  of  which 
$863.1  million  was  interest.  An  unmatured  principal  balance  of 
$3,089.4  million  remains;  interest  installments  of  $262.6  million  which 
have  been  deferred  by  agreement  also  were  outstanding  at  yearend. 

Japan,  postwar  economic  assistance. — The  Government  of  Japan 
made  payments  of  $34.8  million  principal  and  $9.1  million  interest 
on  its  indebtedness  arising  from  postwar  economic  assistance.  Cumu- 
lative payments  through  June  30,  1967,  totaled  $149.8  million  princi- 
pal and  $47.7  million  interest,  leaving  an  unpaid  principal  balance 
of  $340.1  million. 

Germany,  postwar  economic  assistance. — The  Federal  Republic  of 
Germany  made  principal  payments  of  $199.5  million  and  interest 
payments  of  $4.9  million  which  were  the  final  payments  on  its  in- 
debtedness arising  from  post-World  War  II  economic  assistance. 
Cumulative  payments  through  June  30,  1967,  totaled  $1,000.0  mil- 
lion principal  and  $223.4  million  interest. 

Payments  of  claims  against  foreign  governments 

The  seventh  installment  of  $2  million  was  received  from  the  Polish 
Government  under  the  agreement  of  July  16,  1960,  and  a  pro  rata 
payment  of  4.297  percent  on  the  unpaid  balance  of  each  award  was 
authorized. 

The  Foreign  Claims  Settlement  Commission  completed  its  adjudi- 
cations under  the  War  Claims  Act  of  1948,  as  amended.  The  Treasury 
received  an  additional  $5,750,000  from  the  proceeds  of  the  U.S.  sale 
of  seized  assets  of  German  and  Japanese  nationals,  including  sums 
realized  from  the  sale  of  General  Aniline  &  Film  Corp.  stock.  Payments 
in  full  on  awards  due  to  death  and  personal  injury  and  losses  of 
"small  business"  concerns  were  continued  in  fiscal  1967.  Payments 
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up  to  $10,000  on  all  other  awards  were  authorized  and  made  during 
the  year. 

Additional  distributions  were  authorized  from  the  Hungarian  and 
Rumanian  claims  funds  amounting  to  approximately  1.0367  percent 
and  0.28  percent,  respectively,  on  the  unpaid  balance  of  awards. 
These  funds  were  received  from  the  Justice  Department  and  were 
derived  from  the  liquidation  of  certain  Hungarian  and  Rumanian 
assets  which  were  blocked  and  vested  under  the  Trading  with  the 
Enemy  Act,  as  amended. 

A  pro  rata  distribution  of  approximately  20.27  percent  on  the  un- 
paid balances  of  awards  made  under  the  Yugoslav  claims  program 
was  also  authorized  during  the  year.  The  funds  for  this  distribution 
had  been  held  in  the  Yugoslav  claims  fund  pending  the  results  of 
litigation  involving  certain  awards  previously  made  under  the  pro- 
gram. See  table  95. 

Defense  lending 

Defense  Production  Act. — Loans  outstanding  were  reduced  from 
$14.9  miUion  to  $11.7  million  during  fiscal  1967.  Further  transfers 
of  $3.5  miUion  were  made  to  the  account  of  the  General  Services 
Administration,  from  the  net  earnings  accumulated  since  inception 
of  the  program,  bringing  the  total  of  these  transfers  to  $22.1  million. 

Federal  Civil  Defense  Act. — Outstanding  loans  were  reduced  from 
$475,645  to  $429,706  during  fiscal  1967. 

Liquidation  oj  Reconstruction  Finance  Corporation  _  assets. ^ — The 
Secretary  of  the  Treasury's  responsibiUties  in  the  Uquidation  of 
RFC  assets  relate  to  completing  the  Uquidation  of  business  loans 
and  securities  A\dth  individual  balances  of  $250,000  or  more  as  of 
June  30,  1957,  and  secm-ities  of  and  loans  to  railroads  and  financial 
institutions.  Net  income  and  proceeds  of  hquidation  anaounting  to 
$54.2  million  have  been  paid  into  the  Treasury  as  miscellaneous 
receipts  since  July  1,  1957.  Total  unliquidated  assets  as  of  June  30, 
1967,  had  a  gross  book  value  of  $5.2  milUon. 

Depositary  receipts 

The  following  table  shows  the  volume  of  depositary  receipts  for  the 
fiscal  years  1960-67.  The  data  for  1967  include  the  volume  of  Federal 
tax  deposit  forms  used  in  the  collection  of  corporate  income  taxes.  A 
description  of  the  depositary  receipt  procedure  is  contained  on  page 
141  of  the  1962  annual  report;  a  general  description  of  the  modified 
system  (now  referred  to  as  the  Federal  tax  deposit  system)  is  found 
on  pages  11-12  of  this  report. 


Individual  Railroad  Federal  Corporate 

Fiscal  year                       income  and  retirement  excise  income  Total 

social  seen-  taxes  taxes  taxes 
rity  taxes 

1960  .          9,469,057  10,62,5  598.881  10,078,563 

1961                                          9,903,068  10,724  618,971  --.-  10,537,763 

1962  ■  ■       "   ■                           10,477,119  10,262  610,026 11,097,407 

1963 -   -        11,161,897  9,937  619,519  11,791,353 

1964 ..        11,729,243  9,911  633,437  12,372.591 

1965 .        12,012,385  9,859  644,753  12,666,997 

1966                                                    ...        12,518,436  9,986  259,952 12,788,374 

19671 '..... 15,007,304  10,551  236,538  22.783  15.277,176 

Note.— Comparable  data  for  1944-59  will  be  found  in  the  1962  annual  report,  page  141. 
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Government  losses  in  shipment 

Claims  totaling  $58,352  were  paid  from  the  revolving  fund  estab- 
lished by  the  Government  Losses  in  Shipment  Act,  as  amended. 
Details  of  operations  under  this  act  are  shown  in  table  116. 

Other  operations 

Donations  and  contributions. — Diu^ing  the  year  the  Bureau  of 
Accounts  received  "conscience  fund"  contributions  totaUng  $18,178.40 
and  other  unconditional  donations  totaUng  $154,170.54.  Other  Govern- 
ment agencies  received  conscience  fund  contributions  and  uncondi- 
tional donations  amounting  to  $6,955.43  and  $73,329.94,  respectively. 
Conditional  gifts  to  further  the  defense  effort  amounted  to  $822.46. 
Gifts  of  money  and  the  proceeds  of  real  or  personal  property  donated 
in  fiscal  1967  for  the  pm-pose  of  reducing  the  pubUc  debt  amounted 
to  $130,995.61,  of  which  $130,667.33  was  used  to  redeem  public  debt 
securities. 

BUREAU  OF  THE  PUBLIC  DEBT 

The  Bureau  of  the  PubUc  Debt,  in  support  of  the  management  of 
the  pubUc  debt,  has  responsibiUty  for  the  preparation  of  Treasury 
Department  circulars  offering  pubHc  debt  securities,  the  direction  of 
the  handUng  of  subscriptions  and  making  of  allotments,  the  formula- 
tion of  instructions  and  regulations  pertaining  to  each  seciu-ity  issue, 
the  issuance  of  the  securities,  and  the  conduct  or  direction  of  trans- 
actions in  those  outstanding.  The  Bureau  is  responsible  for  the  final 
audit  and  custody  of  retired  secmdties,  the  maintenance  of  the  control 
accounts  covering  all  pubUc  debt  issues,  the  keeping  of  individual 
accounts  with  owners  of  registered  securities  and  authorizing  the  issue 
of  checks  in  payment  of  interest  thereon,  and  the  handUng  of  claims 
on  account  of  lost,  stolen,  destroyed,  or  mutilated  securities. 

The  Bureau's  principal  ofiice  and  headquarters  is  in  Washington, 
D.C.  Offices  also  are  maintained  in  Chicago,  111.,  and  Parkersburg, 
W.  Va.,  where  most  Bureau  operations  related  to  U.S.  savings  bonds 
and  U.S.  savings  notes  are  handled.  Under  Bureau  supervision  many 
transactions  in  public  debt  seciu-ities  are  conducted  by  the  Federal 
Reserve  banks  and  their  branches  as  fiscal  agents  of  the  United 
States.  Selected  post  offices,  private  financial  institutions,  industrial 
organizations,  and  others  (approximately  19,000  in  all)  cooperate  in 
the  issuance  of  savings  bonds  and  savings  notes,  and  approximately 
16,300  financial  institutions  act  as  paying  agents  for  savings  bonds. 

Management  improvement 

A  computer  system  for  use  in  converting  current  income  savings 
bonds  operations  to  an  electronic  data  processing  system  was  acquired 
from  the  Federal  Reserve  Board  and  installed  in  the  Chicago  Office. 
The  system  became  operational  in  January  1967  and  the  conversion 
is  expected  to  be  completed  before  the  end  of  calendar  year  1967. 
Activities  are  being  converted  on  a  phase  basis  in  conjunction  with 
parallel  processing  systems,  and  include  the  audit  and  classification  of 
transactions;  establishment  and  maintenance  of  accounts  of  owners; 
and  preparation  of  tapes  to  furnish  data  to  the  regional  disbursing 
office  for  use  in  issuing  interest  checks  and  to  the  Internal  Revenue 
Service  in  connection  with  interest  paid. 
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Significant  progress  has  been  made  in  tlie  Bureau's  continuing 
efforts  to  extend  the  system  of  having  agents  submit  microfilm  and 
magnetic  tape,  in  lieu  of  registration  stubs,  to  report  issues  of  Series 
E  savings  bonds.  The  Birmingham  Regional  Disbursing  Office  and  the 
Federal  Reserve  Bank  of  Cleveland  converted  to  the  s^^stem  in  fiscal 
1967.  Preliminary  steps  are  underway  to  bring  the  Postal  Data 
Centers,  two  additional  Federal  Reserve  banks  and  another  regional 
disbursing  office  under  the  system. 

It  was  determined  that  substantial  benefits  could  be  realized  in  the 
Washington  Office  by  the  conversion  of  certain  operations  now 
performed  manually  and  on  conventional  machine  equipment  to  an 
electronic  data  processing  system.  These  operations  include  public 
debt  accounting.  Proposals  were  solicited  from  vendors  in  March 
1967  and  the  four  proposals  received  were  being  evaluated  at  the 
fiscal  yearend. 

The  Bureau  works  closely  with  the  Bureau  of  Engraving  and 
Printing  to  keep  informed  of  technological  advances  which  reduce 
printing  costs  of  securities.  This  cooperation  led  to  a  decision  to 
utilize  the  dry  intaglio  process  method  for  the  printing  of  Treasury 
bills.  The  result  of  this  was  that  the  cost  of  printing  such  securities 
averaged  considerably  less  during  fiscal  year  1967  than  in  prior  years. 

The  Bureau  and  the  Federal  Reserve  Bank  of  New  York  explored 
the  desirability  of  the  latter's  using  clearing  accounts  in  settling  on  a 
net  daily  basis  with  those  New  York  City  banks  which  have  a  heavy 
volume  of  certain  wire  transfers  of  Government  securities.  This 
proved  feasible  and  the  original  objective  \vas  extended  to  include  the 
settlement  of  transfers  to  complete  the  delivery  of  securities  issued  on 
sale,  and  to  provide  for  a  local  clearing  arrangement  for  the  intracity 
transfer  of  Government  securities.  The  system  mil  be  adopted  in 
August  1967.  There  will  be  savings  to  the  Bureau  in  reimbursable 
Federal  Reserve  Bank  costs  as  the  result  of  the  reduction  in  the  number 
of  transfers  and  service  to  security  holders  will  be  improved  through  the 
expedited  completion  of  transfers. 

A  study  with  the  Federal  Reserve  banks  was  underway  at  the  end 
of  fiscal  1967  on  the  feasibility  of  ap])lying  "book  entry"  principles, 
in  lieu  of  the  issue  of  definitive  transferable  Treasury  securities  held 
in  such  banks  for  certain  safekeeijing  and  collateral  accounts.  It  is 
anticipated  that  initial  benefits  will  accrue  primarily  to  the  banks  in 
nonreimbursable  areas,  but  the  Bureau  should  realize  economies  over 
a  period  of  time  in  the  cost  of  printing  and  distributing  securities 
and  in  auditing  related  coupons,  with  some  oft'setting  costs  in  account- 
ing procedures.  Plans  call  for  this  procedure  to  be  adopted  in  fiscal 
1968. 

A  stud^^  was  completed  which  disclosed  that  it  would  be  advantage- 
ous for  the  Federal  Reserve  banks  to  issue  registered  Treasury 
securities.  The  plan,  which  is  expected  to  be  put  into  effect  by  the  end 
of  calendar  year  1967,  will  improve  service  to  the  public  through 
accelerated  delivery.  The  change  will  require  some  expansion  in 
security  accounts  to  reflect  accountability  of  the  banks  for  stock  and 
transactions  on  a  decentralized  basis. 

A  number  of  minor  accomplislmients  contributed  to  cost  reduction 
and  management  improvement.  These  included  refinements  in  auto- 
matic data  processing,  updating  of  equipment,  and  simplification  of 
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workflows.  In  the  Parkersburg  office,  for  example,  the  reporting  of 
credit  data  on  retired  savings  bond  authorities  has  been  siniphfied 
through  more  effective  use  of  forms;  as  a  related  benefit,  a  reconcilia- 
tion previously  performed  manually  is  now  electronically  processed 
with  other  retirement  transactions.  There  were  also  noteworthy 
achievements  in  continuing  management  control  programs.  In  the 
area  of  procurement,  supply,  and  property  management,  appreciable 
savings  were  realized  through  participation  in  the  Treasury's  con- 
solidated purchase  plan.  Full  utilization  was  made  of  the  excess 
property  program  to  fulfill  procurement  needs  and  upgrade  equipment. 

Bureau  operations 

The  extent  of  the  change  in  the  composition  of  the  public  debt 
is  one  measure  of  the  Bureau's  work.  The  debt  falls  into  two  broad 
categories:  public  issues  and  special  issues.  Public  issues  consist 
of  marketable  Treasury  bills,  certificates  of  indebtedness,  notes,  and 
bonds;  and  nonmarketable  securities,  chiefly  U.S.  savings  bonds, 
U.S.  savings  notes,  U.S.  retirement  plan  bonds,  and  Treasury  bonds 
of  the  investment  series.  Special  issues  of  certificates,  notes,  and 
bonds  are  made  by  the  Treasury  directly  to  various  Government 
trust  and  certain  other  accounts  and  are  payable  only  for  these 
accounts. 

During  the  year,  24,232  individual  accounts  covering  publicly 
held  registered  securities  other  than  savings  bonds,  savings  notes, 
and  retirement  plan  bonds  were  opened  and  22,519  were  closed.  This 
increased  the  number  of  open  accounts  to  214,893  covering  registered 
securities  in  the  principal  amount  of  $11,402  milhon.  There  were 
418,593  interest  checks  with  a  value  of  $394,358,193  issued  during 
the  year. 

Redeemed  and  canceled  securities  other  than  savings  bonds,  savings 
notes,  and  retirement  plan  bonds  received  for  audit  included  6,493,534 
bearer  securities  and  199,262  registered  securities.  Coupons  totaling 
17,045,582  w^ere  received. 

During  the  year  15,899  registration  stubs  of  retirement  plan  bonds, 
34,598  registration  stubs  of  U.S.  savings  notes,  and  5,713  retired 
retirement  plan  bonds  were  received  for  audit. 

A  summary  of  pubHc  debt  operations  handled  by  the  Bureau 
appears  on  pages  12-24  of  this  report  and  in  tables  27-53. 

U.S.  savings  bonds. — -The  issuance  and  redemption  of  savings  bonds 
results  in  a  heavy  administrative  burden  for  the  Bureau  of  the  Public 
Debt,  involving:  maintenance  of  alphabetical  and  numerical  owner- 
ship records  for  the  2.9  bilUon  bonds  issued  since  1935;  adjudication 
of  claims  for  lost,  stolen,  and  destroyed  bonds  (which  totaled  2.2 
milhon  pieces  on  June  30,  1967);  and  the  handling  and  recording 
of  retired  bonds. 

Detailed  information  on  sales,  accrued  discount,  and  redemptions 
of  savings  bonds  wiU  be  found  in  tables  46  to  48,  inclusive. 

There  were  117.0  milhon  stubs  or  records  on  magnetic  tape  and 
microfilm  representing  the  issuance  of  series  E  bonds  received  for 
registration,  making  a  grand  total  of  2,880  milhon,  including  reissues, 
received  through  June  30,  1967. 

All  registration  stubs  of  series  E  savings  bonds  and  all  retired  series 
E   savings   bonds    are   microfilmed,    audited,    and   destroyed,    after 
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required  permanent  record  data  are  prepared  by  an  EDP  system  in 
the  Parkersbiirg  office.  Prior  to  the  establishment  of  that  office 
these  savings  bond  operations  were  ])erformed  in  several  Bureau 
offices  manually  and  on  tabulating  equipment.  The  following  table 
shows  the  status  of  processing  operations  for  savings  bonds  in  the 
Parkersburg  office. 


Re- 
ceived 

Micro 
filmed 

Key 
punched 

Con- 
verted 

to 
mag- 
netic 
tape 

Au- 
dited 
and 
classi- 
fied 

De- 
stroyed 

Balance 

Fiscal  year 

Un- 
filnied 

Not  key 
punched 

Not  con- 
verted to 
magnetic 
tape 

Unau- 
dited 

Stubs  of  issued  card  type  series  E  savings  bonds  (in  millions  of  pieces) 

1958-62 

1963           .  .. 

413.9 
94.3 

100.1 
98.4 

101.2 

104.2 

411.6 
93.9 
98.2 
100.  7 
101.2 
103.9 

408.5 
95.0 
97.6 
101.1 
100.  2 
104.5 

408.5 
95.0 
97.6 

101. 1 
99.8 

104.9 

407.0 
93.0 
98.4 
101.7 
100.3 
102.8 

366.8 
69.6 
96.2 
123.7 
100.3 

2.3 
2.7 
4.6 
2.3 

5.4 
4.7 
7.2 
4.5 

5.4 
4.7 
7.2 
4.5 
5.9 
5.2 

6.9 
8.2 

1964 

9.9 

1965 

6.6 

1966 

2.3              5.5 

7.5 

1967 

102.9  i        2.6  1            5.2 

8.9 

Total 

1  912. 1 

909.5 

906.9 

906.9 

903.2 

859.5 

Retired  card  type  series  E  savings  bonds  (in  millions  of  pieces) 

1958-62 

1963 

240.0 
64.9 
70.1 
75.3 
81.5 
87.4 

238.4 
64.3 
70.0 
75.9 
81.0 
87.6 

237.0 
64.1 
68.9 
77.1 
79.7 
87.5 

236.8 
64.3 
68.9 
76.8 
80.0 
86.9 

235.6 
63.5 
69.1 
76.9 
80.2 
85.6 

208.6 
48.3 
83.4 
59.8 
91.6 
84.8 

1.6 
2.2 
2.3 
1.7 
2.2 
2.0 

3.0 
3.8 

5.0 
3.2 
5.0 
4.9 

3.2 
3.8 
5.0 
3.5 
5.0 
5.5 

4.4 

5.8 

1964            .  . 

6.8 

1965 

5.2 

1966 

6.5 

1967.. 

8.3 

Total 

619.2 

617.2 

614.3 

613.7 

610.9 

576.5 

Retired  paper  type  series  E  savings  bonds  (in  millions  of  pieces) 

1962 

.8 
21.8 
22.4 
20.4 
19.3 
16.8 

.8 
21.2 
22.4 
20.5 
19.4 
16.8 

.7 
20.8 
22.1 
21.0 
19.1 
17.0 

.7 
20.8 
22.1 
20.9 
19.2 
17.0 

.7 
19.9 
22.3 
21.2 
19.3 
16.7 

.1 
1.1 

1.4 
.8 

1.0 
.8 

.1 
1.1 
1.4 

.9 
1.0 

.8 

.1 

1963 

6.1 
23.4 
11.0 
33.9 
16.0 

.6 
.6 
.5 
.4 
.4 

2.0 

1964 

2.1 

1965 

1.3 

1966 

1.3 

1967 

1.4 

Total.. 

101.5 

101.1 

100.7 

100.7 

100. 1         89. 4 

I  Excludes  records  received  on  magnetic  tape  and  microfilm;  5.3  million  in  1965,  6.4  million  in  1966,  and 
12.8  million  in  1967. 

Of  the  100.0  million  series  A — E  savings  bonds  redeemed  and 
charged  to  the  Bureau  during  the  year  97.5  million  (97.5  percent)  were 
redeemed  by  authorized  paying  agents.  For  these  redemptions  these 
agents  were  reimbursed  quarterly  at  the  rate  of  15  cents  each  for  the 
first  1,000  bonds  paid  and  10  cents  each  for  all  over  the  first  1,000  for  a 
total  of  $12,597,568  and  an  average  of  12.91  cents  ])er  bond. 

The  following  table  shows  the  number  of  savings  bonds  outstanding 
as  of  June  30,  1967,  by  series  and  denomination. 
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Total 

Denomination  (in  ttiousands  of  pieces) 

Series  ' 

$10 

$25 

$60 

$75 

$100 

$200 

$500 

$1,000 

$5,000 

$10,000 

$100, 000 

E 

491,422 

7,019 

2 

3 

7 

37 

36 

78 

180 

138 

629 

260,836 

113, 341 

2,841 

80, 671 

8,551 

12,047 
2,708 
(*) 
(*) 
(*) 
2 
2 
15 
19 
40 

12, 456 

3,887 

(*) 

(') 

1 

3 

5 

22 

42 

78 

"'325" 

48 
99 

2 

H 

A 

1 

1 

3 

14 

17 

{*) 
1 

1 
7 





1 
1 
2 
11 
11 
40 
69 



B 

C 

D 

F 

1 
1 
5 
11 

(*) 

(*) 
8 
9 

G 

J. 

37 

(*) 
(*) 

K 

Total 

498,922 

629 

260,909 

113,350  J2,841  180,806  ,8,551    14,833    16,494 

343 

164 

2 

*Less  than  500  pieces. 

'  Currently  only  bonds  of  series  E  and  H  are  on  sale. 


The  following  table  shows  the  number  of  issuing  and  paying  agents 
for  series  A — E  savings  bonds  by  classes. 


Building 

Companies 

June  3C 

Post 

Banks 

and  savings 

Credit 

operating 

All 

Total  2 

offices  > 

and  loan 
associations 

unions 

payroll 
plans 

others 

Issuing  agents 

1945.. 

24,038 

15, 232 

3,477 

2,081 

3  9,  605 

(2) 

64, 433 

1960 

25,060 

15, 225 

1,557 

522 

3, 052 

550 

45, 966 

1965_... 

-_ 2,476 

15,  692 

1,555 

428 

2, 942 

688 

23,  681 

I960.. 

1,093 

16,436 

1,851 

320 

2,352 

643 

22,  695 

1963. 

1,011 

13, 644 

1,679 

269 

1,857 

560 

19, 020 

1964. 

977 

13, 908 

1,702 

252 

1,783 

528 

19, 150 

1965, 

943 

14, 095 

1,702 

246 

1,695 

610 

19, 191 

1966 

934 

14,114 

1,710 

241 

1,621 

482 

19,102 

1967 

901 

14, 181 

1,717 

231 

1,641 

460 

19, 031 

Paying  agents 

1945.. 

13,466 

13,466 

1950. 

15,623 

874 

137 

57 

16, 691 

1956 

16, 269 
17, 127 
13, 826 

1,188 
1,797 
1,739 

139 
169 

155 

56 
60 
15 

17, 662 

1960... 

19, 153 

1963 

15, 736 

1964... 

14, 039 

1,779 

158 

15 

15, 991 

1965... 

14, 190 

14, 247 
14,264 

1,816 
1,857 
1,884 

157 
164 
165 

15 
15 
14 

16, 178 

1966 

16,283 

1967... 

16, 327 

1  Estimated  by  the  Post  Office  Department  for  1955  and  thereafter.  Sale  of  series  E  savings  bonds  was 
discontinued  at  post  offices  at  the  close  of  business  on  Dec.  31, 1953,  except  in  those  localities  wliere  no  other 
public  facilities  for  their  sale  were  avaUable. 

2  Effective  Dec.  31,  1960,  a  substantial  reduction  was  made  due  to  reclassification  by  Federal  Reserve 
banks  to  include  only  the  actual  number  of  entities  currently  qualified.  Does  not  include  branches  active 
in  the  savings  bond  program. 

'  "All  others"  included  with  companies  operating  payroll  plans. 

Interest  checks  issued  on  current  income-type  savings  bonds 
(series  H  and  K)  during  the  year  totaled  4,917,258  with  a  value  of 
$319,848,353.  New  accounts  established  for  series  H  bonds,  the  only 
current  income-type  savings  bond  presently  on  sale,  totaled  140,297, 
while  accounts  closed  for  series  H  bonds  totaled  144,330,  a  decrease 
of  4,033  accounts. 

Applications  received  during  the  year  for  the  issue  of  duplicates 
of  savings  bonds  lost,  stolen,  or  destroyed  after  receipt  by  the  registered 
owner  or  his  agent  totaled  41,424.  In  20,553  of  these  cases  the  issuance 
of  duplicate  bonds  was  authorized.  In  addition,  18,358  applications 
for  relief  were  received  in  cases  where  the  original  bonds  were  reported 
as  not  being  received  after  having  been  mailed  to  the  registered  owner 
or  his  agent. 
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OFFICE  OF  THE  TREASURER  OF  THE  UNITED  STATES 

The  Treasurer  of  the  United  States  is  responsible  for  the  receipt, 
custody,  and  disbursement,  upon  proper  order,  of  the  pubhc  moneys 
and  for  maintaining  records  of  the  source,  location,  and  disposition 
of  these  funds.  These  include  the  verification  and  destruction  of 
U.S.  paper  currency;  the  redemption  of  public  debt  securities;  the 
keeping  of  cash  accounts  in  the  name  of  the  Treasurer;  the  acceptance 
of  deposits  made  by  Government  officers  for  credit;  and  the  custody 
of  bonds  held  to  seciu'e  public  deposits  in  commercial  banks.  In 
addition.  Federal  Reserve  banks,  as  dejjositaries  and  fiscal  agents  of 
the  United  States,  perform  many  similar  functions  for  the  Treasurer. 

Commercial  banks  qualifying  as  depositaries  provide  banking 
facilities  for  the  Government  in  the  United  States  and  in  foreign 
countries.  Data  on  the  transactions  handled  for  the  Treasurer  by 
Federal  Reserve  banks  and  commercial  banks  are  reported  daily  to 
the  Treasurer  and  are  entered  in  the  Treasurer's  general  accounts. 

The  Treasurer  maintains  current  summary  accounts  of  all  receipts 
and  expenditures;  pays  the  principal  and  interest  on  the  public  debt; 
provides  checking  account  facilities  for  Government  disbursing 
oflBicers,  corporations,  and  agencies;  pays  checks  drawn  on  the  Treas- 
urer of  the  United  States  and  reconciles  the  checking  accounts  of  the 
disbursing  officers;  procures,  stores,  issues,  and  redeems  U.S.  currency; 
audits  redeemed  Federal  Reserve  currency;  examines  and  determines 
the  value  of  mutilated  currency;  and  acts  as  special  agent  for  the 
payment  of  principal  and  interest  on  certain  securities  of  U.S. 
Government  corporations. 

The  Office  of  the  Treasurer  maintains  facilities  at  the  Treasury  to: 
Accept  deposits  of  pubUc  moneys  by  Government  officers;  cash  U.S. 
savings  bonds  and  checks  drawn  on  the  Treasurer;  receive  excess  and 
unfit  currency  and  coins  from  banks  in  the  Washington,  D.C.,  area; 
and  conduct  transactions  in  both  marketable  and  nonmarketable 
public  debt  securities.  The  Office  also  prepares  the  "Daily  Statement 
of  the  United  States  Treasury"  and  the  monthly  "Statement  of 
United  States  Currency  and  Coin." 

Under  the  authority  delegated  by  the  Comptroller  General  of  the 
United  States,  the  Treasm-er  processes  claims  arising  from  forged 
endorsements  and  other  u-regularities  involving  checks  paid  by  the 
Treasurer  and  passes  upon  claims  for  substitute  checks  to  replace 
lost  or  destroyed  unpaid  checks. 

The  Treasurer  of  the  United  States  is  custodian  of  bonds  held  to 
secure  pubHc  deposits  in  commercial  banks  and  miscellaneous  securi- 
ties held  for  other  agencies. 

Management  improvements 

Federal  Reserve  notes. — Effective  December  1,  1966,  authority  was 
delegated  to  the  Federal  Reserve  banks  to  verify  and  destroy  $5  and 
$10  Federal  Reserve  notes  which  had  become  unfit  for  further  circu- 
lation. The  Board  of  Governors  of  the  Federal  Reserve  System  also 
directed  the  banks  to  discontinue  the  sorting  of  these  denominations 
by  bank  of  issue  and  authorized  the  use  of  a  formula  in  heu  thereof 
to  apportion  credit  among  the  issuing  banks  for  the  unfit  notes 
redeemed. 
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These  actions  taken  under  the  provisions  of  Public  Law  89-427,  ap- 
proved May  20,  1966,  are  expected  to  save  the  Federal  Eeserve 
banks  about  $675,000  annually.  These  savings  will  be  reflected  as 
increased  miscellaneous  receipts  to  the  general  fund  of  the  Treasury 
and  are  in  addition  to  other  savings  arising  from  the  handling  of 
unfit  $1  Federal  Reserve  notes  in  much  the  same  manner,  as  approved 
in  fiscal  1966.^ 

ADP  management.-^During  the  fiscal  year,  the  Treasurer's  Office 
provided  other  Government  agencies  ADP  personnel  services  valued 
at  $129,000  and  equipment  services  valued  at  $157,000,  of  which 
$119,000  was  deposited  to  miscellaneous  receipts  of  the  general  fund 
of  the  Treasury  since  it  covered  usage  of  pm-chased  equipment. 

The  number  of  employees  served  by  the  Treasm-er's  computerized 
payroll  system  was  increased  by  700  with,  the  addition  of  the  Bureau 
of  the  Pubhc  Debt  employees  at  Parkersburg,  W.  Va.  At  the 
fiscal  yearend  about  4,000  employees  were  being  paid  under  the 
system,  and  it  was  anticipated  that  more  would  be  added  during 
fiscal  1968. 

A  significant  improvement  in  the  computerized  payroll  system 
initiated  during  the  fiscal  year  was  the  reporting  of  annual  Federal 
income  tax  data  to  the  Internal  Revenue  Service  on  magnetic  tape. 
The  tape  replaced  individual  paper  copies  of  forms  W-2  for  the  1966 
tax  year  and  permitted  direct  introduction  of  the  data  into  the  IRS 
computer  system. 

Assets  and  liabilities  in  the  Treasurer's  account 

A  summary  of  the  assets  and  liabiUties  in  the  Treasiu-er's  account 
at  the  close  of  the  fiscal  years  1966  and  1967  is  shown  in  table  56. 

The  assets  of  the  Treasurer  consist  of  gold  and  silver  buUion,  coin 
and  paper  cm-rency,  deposits  in  Federal  Reserve  banks,  and  deposits 
in  commercial  banks  designated  as  Government  depositaries. 

Gold. — -The  Treasurer's  gold  assets  decHned  during  fiscal  1967  for 
the  10th  consecutive  year.  The  reduction  of  $323.8  milKon,  daily 
Treasury  statement  basis,  shown  in  table  56,  represents  disbursements 
of  $836.0  million,  less  $512.3  milHon,  which  consisted  of  gold  deposited 
by  the  International  Monetary  Fund,  pm-chases  of  domestically  mined 
gold,  and  of  other  receipts  from  miscellaneous  sources. 

Silver. — -Diu-ing  the  year  the  Department  continued  to  supply 
silver  to  meet  commercial  needs  by  exchanging  it  for  silver  certificates 
or  selhng  it  at  the  monetary  value  of  $1.29+  per  ounce.  This  was 
done  to  keep  the  market  price  of  silver  do^\ai  until  the  point  could 
be  reached  in  new  coin  production  at  which  the  supply  of  the  older 
silver  coins  would  not  be  a  critical  factor  in  maintaining  orderly 
commercial  transactions. 

In  May  1967  the  Department  began  to  confine  sales  at  the  monetary 
value  to  domestic  users  of  silver,  and  invoked  its  legal  authority  to 
prohibit  the  melting,  treatment,  or  export  of  silver  coins. 

Public  Law  90-29,  approved  June  24,  1967,^  provides  that  (a) 
silver  certificates  shall  no  longer  be  redeemable  in  sUver  bullion 
after  June  24,  1968,  (6)  a  stockpile  of  165  million  fine  troy  ounces 
of  silver  shall  be  established,  and  (c)  the  Secretary  may  reduce  out- 


'  See  1966  annual  report,  p.  113. 
2  See  exhibit  71. 
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standing  silver  certificates  on  Treasury  books  by  such  amounts,  not 
exceeding  $200  million,  as,  in  his  judgment,  will  never  be  presented 
for  redemption  because  of  having  been  destroyed  or  irretrievably  lost 
or  being  held  in  collections.  The  Secretary  invoked  the  latter  provision 
to  writeoff  $150  million  in  outstanding  silver  certificates  on  June  30, 
1967. 

The  following  table  on  the  daOy  Treasury  statement  basis,  sum- 
marizes transactions  in  sUver  bullion  of  all  types  during  fiscal  1967. 


Fiscal  year  1967 


Silver  bullion  (in  millions) 


Held  to  secure 

certificates,  

monetary  Monetary 
value  value 


Held  for  coinage,  etc. 


Cost 
value 


Uncurrent 
coin  value 


On  hand  July  1, 1966. 

Received  (+),  or  disbursed  (— ),  net. 
Revalued. 

Exchanged  for  sUver  certificates 

Released  for  coinage 

Used  in  coinage  or  in  coinage  metal.. 

On  hand  June  30, 1967. 


$864.1 

-44.7 

+1.2 

-198. 4 

-70.5 


551.7 


$23.9 
-.6 


+70.5 
-76.3 


$0.1 
+1.1 
-1.1 


(*) 


$0.3 
+.5 


.3 


•Less  than  $50,000. 


Balances  with  depositaries.- — ^The  following  table  shows  the  number 
of  each  class  of  depositaries  and  balances  on  June  30,  1967. 


Federal  Reserve  banks  and  branches.. 

other  domestic  depositaries  reporting  directly  to  the  Treasurer. 
Depositaries  reporting  through  Federal  Reserve  banks: 

General  depositaries,  etc 

Special  depositaries,  Treasury  tax  and  loan  accounts. 

Foreign  depositaries' 

Total 


Number  of 
accounts 

with 
depositaries ' 

Deposits  to 
the  credit  of 
the  Treasurer 
of  the  United 

States, 
June  30,  1967 

36 

48 

2,213 

12,356 

63 

2  $1,888, 253, 345 
39, 292, 230 

210,783,808 

4,271,576,373 

16,121,457 

14, 716 

6,426,027,213 

1  Includes  only  depositaries  having  balances  with  the  Treasurer  of  the  United  States  on  June  30,  1967. 
Excludes  depositaries  designated  to  furnisli  official  checking  account  facilities  or  other  services  to  Govern- 
ment officers,  but  which  are  not  authorized  to  maintain  accounts  witli  the  Treasurer.  Banking  institutions 
designated  as  general  depositaries  are  frequently  also  designated  as  special  depositaries,  hence  the  total 
number  of  accounts  exceeds  the  number  of  institutions  involved. 

2  Includes  checks  for  $576,765,178  in  process  of  collection. 

»  Principally  branches  of  U.S.  banks  and  of  the  American  Express  Co.,  Inc. 

Bureau  operations 

Receiving  and  disbursing  public  moneys. — Government  officers 
deposit  moneys  which  they  have  collected  to  the  credit  of  the  Treasurer 
of  the  United  States.  Such  deposits  may  be  made  with  the  Treasurer 
at  Washington,  or  at  Federal  Reserve  banks,  or  at  designated  Govern- 
ment depositaries,  domestic  or  foreign.  Certain  taxes  are  also  deposited 
directly  by  the  employers  or  manufacturers  who  withhold  or  pay 
them.  All  payments  are  withdrawn  from  the  Treasurer's  account. 
Moneys  deposited  and  withdrawn  in  the  fiscal  years  1966  and  1967. 
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exclusive  of  certain  intragovernmental  transactions,   are  shown  in 
the  following  table  on  the  daily  Treasury  statement  basis: 

Deposits,  withdrawals,  and  balances  in  the  Treasurer's  account  1966  1967 

Balance  at  beginning  of  fiscal  year $12,610,264,635       $12,407,377,210 


Cash  deposits: 

Internal  revenue,  customs,  trust  fund,  and  other  collections 141, 094, 572, 593  163, 036, 203, 399 

Public  debt  receipts  « 251,078,144,599  280,893,225,792 

Less: 

Accruals  on  savings  and  retirement  plan  bonds  and 

Treasury  bills -4,178,784,247  -4,705,989,274 

Purchases  by  Government  agencies _.  —58,216,585,080  —82,729,779,799 

Sales  of  securities  of  Government  agencies  in  market 16,056,371,956  14,481,607,776 

Total  deposits 345,833,719,820  370,976,267,894 


Cash  withdrawals: 

Budget  and  trast  accounts,  etc. 142,190,039,065  164,591,006,692 

Public  debt  redemptions  i _ 248,444,955,787  274,579,375,793 

Less: 

Redemptions  included  in  budget  and  trust  accounts —3, 648, 303, 300  —5, 020, 054, 314 

Redemptions  by  Goverimient  agencies _.  —55,133,946,660  —74,141,110,873 

Redemptions  of  securities  of  Government  agencies  in  market 13, 108, 739, 075  16, 268, 217, 025 

Total  withdrawals 344,961,483,956  376,277,434,323 


Change  in  clearing  accounts  (checks  outstanding,  deposits  in  transit, 
unclassified  transactions,  etc.) ,  net  deposits,  or  withdrawals  (— ) . .  —1, 075, 123, 290  653, 783, 744 


Balance  at  close  of  fiscal  year. 12,407,377,210  7,758,994,525 

'  For  details  see  table  39. 

Issuing  and  redeeming  paper  currency. — By  law  the  Treasurer  is  the 
agent  for  the  issue  and  redemption  of  U.S.  paper  currency.  The 
Office  did  not  issue  any  gold  or  silver  certificates  during  fiscal  1967. 
U.S.  notes  were  issued  in  amounts  equal  to  those  redeemed  as  required 
bylaw  (31  U.S.C.  404). 

The  Federal  Reserve  banks  and  branches,  as  agents  of  the  Treasurer, 
redeem  and  destroy  the  major  portion  of  U.S.  currency  as  it  becomes 
unfit  for  circulation.  A  small  amount  is  handled  directly  by  the 
Treasurer's  Office. 

Federal  Reserve  notes  now  constitute  over  98  percent  of  the  paper 
currency  in  circulation.  When  printed  by  the  Bureau  of  Engraving 
and  Printing  these  notes  are  delivered  to  the  Office  of  the  Comptroller 
of  the  Currency  who  holds  them  in  joint  custody  with  the  Treasurer's 
Office.  Shipments  are  made  as  needed  to  Federal  Reserve  agents  and 
their  representatives  at  Federal  Reserve  banks  and  branches.  Federal 
Reserve  banks  then  obtain  notes  for  issuance  to  commercial  banking 
systems  by  depositing  equivalent  amounts  of  collateral  with  their 
respective  agents. 

As  the  notes  become  unfit  for  further  circulation  they  are  redeemed 
under  a  detailed  procedure  prescribed  by  the  Fiscal  Assistant  Secretary 
within  the  framework  of  the  regulations  issued  by  the  Secretary  of 
the  Treasury,  pursuant  to  the  act  of  May  20,  1966  (Public  Law  89- 
427).  Notes  of  the  $1,  $5,  and  $10  denominations  are  canceled,  verified, 
and  destroyed  at  the  Federal  Reserve  banks  and  at  the  Treasurer's 
Currency  Redemption  Division  in  Washington  without  being  sorted 
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by  bank  of  issue.  The  Federal  Reserve  Board  of  Governors  then 
apportions  the  redemption  of  such  notes  among  the  banks  of  issue  on 
a  formula  basis.  Notes  of  larger  denominations  are  presently  being 
sorted  by  bank  of  issue,  cut  in  half  and  the  lower  halves  forwarded  to 
Washington,  Currency  Redemption  Division,  the  banks  retaining  the 
upper  halves  and  adjusting  and  destroying  them  after  the  Treasurer's 
verification  is  completed.  The  extent  to  which  the  formula  sort  will  be 
extended  to  larger  denominations  and  the  function  of  verification  and 
destruction  further  decentralized  is  under  continuing  review. 

The  Treasurer's  Office  accounts  for  Federal  Reserve  notes  from  the 
time  they  are  delivered  by  tlie  Bureau  of  Engraving  and  Printing 
until  finally  redeemed  and  destroyed.  The  accounts  show  the  amounts 
for  each  bank  of  issue  and  each  denomination  of  notes  held  in  the 
reserve  vault,  held  by  each  Federal  Reserve  agent,  or  issued  and 
outstanding. 

In  addition  to  verifying  the  lower  halves  of  the  larger  denomination 
Federal  Reserve  notes,  the  Currency  Redemption  Division  redeems 
unfit  paper  currency  of  all  types  received  locally  in  Washington  and 
from  Government  officers  abroad,  as  well  as  burned  or  mutilated 
currency  from  any  source.  During  fiscal  1967  the  Division  examined 
and  identified  burned  and  mutilated  currency  for  approximately  49,000 
claimants  and  made  payments  therefor  totaling  $12,516,913. 

A  comparison  of  the  paper  currency  of  all  classes,  including  Federal 
Reserve  notes,  issued,  redeemed,  and  outstanding  during  the  fiscal 
years  1966  and  1967  follows. 


Fiscal  year  1966 


Pieces 


Amount 


Fiscal  year  1967 


Pieces 


Amount 


Outstanding  July  1... 4,541,995,359  $38,664,777,668  5,264,762,001  $41,967,353,297 

Issues  during  year.- .-.  1,926,288,150  10,895,558,303  1,990,312,012  11,899,289,572 

Redemptions  during  year 1,203,521,508  7,592,982,674  2,624,640,593  11,371,465,770 

Outstanding  June  30.". 5,264,762,001  41,967,353,297  4,630,433,420  42,495,177,099 


Table  62  shows  by  class  and  denomination  the  value  of  paper 
currency  issued  and  redeemed  during  the  fiscal  year  1967  and  the 
amounts  outstanding  at  the  end  of  the  year.  Tables  58,  59,  60,  and  61 
give  further  details  on  the  stock  and  ciixulation  of  money  in  the 
United  States. 

Paying  grants  through  letters  of  credit. — Treasury  Department 
Circular  No.  1075  dated  May  28,  1964,  established  a  procedure  "to 
preclude  withdrawals  from  the  Treasury  any  sooner  than  necessary" 
in  cases  where  Federal  progTams  are  financed  by  grants  or  other 
payments  to  State  or  local  governments  or  to  educational  or  other 
institutions.  Under  this  procedure  Government  departments  and 
agencies  issue  letters  of  credit  which  permit  grantees  to  make  Avith- 
drawals  from  the  account  of  the  Treasurer  of  the  United  States  as 
they  need  funds  to  accomplish  the  object  for  which  a  grant  has  been 
awarded. 
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By  the  close  of  fiscal  1967,  39  Government  agency  accounting 
stations  were  making  disbursements  through  letters  of  credit.  A  total 
of  57,007  withdrawal  transactions,  aggregating  $13,955.6  million, 
were  processed  during  the  year,  compared  with  29,392  transactions, 
totaling  $7,718.3  million  for  the  preceding  year. 

Checking  accounts  oj  disbursing  officers  and  agencies.— As,  of  June  30, 
1967,  the  Treasurer  maintained  2,104  checking  accounts,  compared 
with  2,119  the  year  before.  The  number  of  checks  paid  by  categories 
of  disbursing  officers  during  fiscal  1966  and  1967  foUow. 

Number  of  checks  paid 
Disbursing  officers 


1966  1967 


Treasury .__ 393,844,454  412,134,281 

Army- - 30,765,534  36,629,305 

Navy - 34,777,416  38,775,501 

Air  Force.... 33,997,508  35,415,052 

Otlier _ 25,154,520  26,822,415 


Total 518,539,432        549,776,554 


Settling  check  claims. — Diu-ing  the  fiscal  year  the  Treasurer  proc- 
essed 533,331  requests  for  stop  payment  on  Government  checks  and 
138,097  requests  for  removal  of  stoppage  of  payments. 

The  Treasurer  acted  upon  269,474  paid  check  claims  dming  the 
year,  including  those  referred  to  the  U.S.  Secret  Service  for  investiga- 
tion which  involved  the  forgery,  alteration,  counterfeiting,  or  fraud- 
ulent issuance  and  negotiation  of  Government  checks.  Reclamation 
was  requested  from  those  having  liability  to  the  United  States  on 
36,949  claims,  and  $3,951,772.93  was  recovered.  Settlements  and 
adjustments  were  made  on  24,917  forgery  cases  totaling  $3,820,416.71. 
Disbursements  from  the  check  forgery  insurance  fund,  established  to 
enable  the  Treasurer  to  expedite  settlement  of  check  claims,  totaled 
$753,525.12.  As  recoveries  are  made,  these  moneys  are  restored  to 
the  fund.  Settlements  totaling  $5,926,468.28  have  been  made  from 
the  Treasurer's  check  forgery  insurance  fund  since  it  was  established 
on  November  21,  1941. 

Claims  by  payees  and  others  involving  124,891  outstanding  checks 
were  acted  upon.  Of  these,  105,264  were  certified  for  issuance  of 
substitute  checks  valued  at  $41,081,727.02  to  replace  checks  that 
were  not  received  or  were  lost,  stolen,  or  destroyed. 

The  Treasurer  treated  as  canceled  and  transferred  to  accounts  of 
agencies  concerned  for  adjustment  purposes  the  proceeds  of  16,207 
unavailable  outstanding  checks,  totaling  more  than  $5,020,632.47. 

Collecting  checks  deposited. — Government  officers  deposited  more 
than  9,440,000  commercial  checks,  drafts,  money  orders,  etc.,  with 
the  Treasurer's  Cash  Division  in  Washington  for  collection  during 
the  year. 
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Custody  of  securities. — The  face  value  of  securities  held  in  the 
custody  of  the  Treasurer  as  of  June  30,  1966,  and  June  30,  1967,  is 
shown  below. 


June  30 

Purpose  for  which  held 


1966  1967 


As  collateral: 

To  secure  deposits  of  public  moneys  in  depositary  banks. $56, 804, 100  $59, 514, 600 

To  secure  postal  savings  funds  • 18,227,000    

In  Ueu  of  sureties _ 3,268,750  4,227,850 

In  custody  for  Government  officers  and  others: 

For  the  Secretary  of  the  Treasury  2 34,191,082,823  33,086,328,515 

For  Board  of  Trustees,  Postal  Savings  System  ' 188,890,000    

For  the  Comptroller  of  the  Currency 17,039,500  17,964,500 

For  the  Federal  Deposit  Insurance  Corporation 813,870,000  842,062,000 

For  the  Rural  Electrification  Administration.. 141,326,779  139,661,506 

For  the  District  of  Columbia _._ 164,416,863  182,667,476 

For  the  Coirunissioner  of  Indian  Affairs 66,500,400  37,728,250 

Foreign  obligations'... 12,047,451,530  12,045,086,451 

other* 63,462,931  52,660,356 

For  Government  security  transactions:  Unissued  bearer  securities 1,877,421,500  1,737,334,000 

Total 49,650,362,176      48,205,235,504 

1  Postal  Savings  System  was  discontinued  on  Apr.  27,  1966,  pursuant  to  legislation  approved  Mar.  28, 
1966  (39  U.S.C.  5225-5229). 

2  Includes  those  securities  listed  in  table  109  as  in  custody  of  the  Treasury. 

3  Issued  by  foreign  goveriunents  to  the  United  States  for  indebtedness  arising  from  World  War  I. 
*  Includes  U.S.  savings  bonds  in  safekeeping  for  individuals. 

Servicing  securities  for  Government  corporations  and  Federal  agen- 
cies.— In  accordance  mth  agreements  between  the  Secretary  of  the 
Treasury  and  various  Government  corporations  and  agencies,  the 
Treasurer  of  the  United  States  acts  as  special  agent  for  the  payment 
of  principal  of  and  interest  on  their  securities.  The  amounts  of  these 
payments  during  the  fiscal  year  1967,  on  the  daily  Treasury  statement 
basis,  were  as  follows: 

Interest         Registered        Coupon 
Payment  made  for  Principal         paid  with        interest '  interest 

principal 

Banks  for  cooperatives $1,783,705,000     $50,203,178    

Districtof  Columbia  Armory  Board _.. $781,641 

Federal  home  loan  banks. 5,565,395,000      175,582,706    165,541,253 

Federal  Housing  Administration.. 106,644,750            744,859      $22,742,118 

Federal  intermediate  credit  banks 3,756,645,000      146,476,292    

Federal  land  banks 1,082,109,800  13,797,446       13,916,586       156,226,274 

Federal  National  Mortgage  Association 891,289,000    120,254,871 

others 139,475    - 45,607 


Total 13,185,928,025      386,804,482       36,658,704       442,849,645 

1  On  the  basis  of  checks  issued. 

Office  of  Foreign  Assets  Control 

The  Office  of  Foreign  Assets  Control  is  responsible  for  administering 
the  Treasury  Department's  freezing  controls.  During  fiscal  1967, 
the  controls  under  the  Foreign  Assets  Control  Regulations  and  the 
Cuban  Assets  Control  Regulations  w^ith  respect  to  trade  and  financial 
transactions  with,  and  assets  in  the  United  States  of.  Communist 
China,  North  Korea,  North  Vietnam,  Cuba,  and  their  nationals  and 
the  prohibitions  relating  to  the  purchase  abroad  and  imi)ortation  of 
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Communist  Chinese,  North  Korean,  North  Vietnamese,  and  Cuban 
merchandise  were  continued. 

The  Office  of  Foreign  Assets  Control  also  administered  without 
change  during  fiscal  1967  the  Transaction  Control  Regulations  which 
supplement  the  export  controls  exercised  by  the  Department  of 
Commerce  over  direct  exports  from  the  United  States  to  Eastern 
Europe  and  the  U.S.S.R.  These  prohibit,  unless  licensed,  any  person 
within  the  United  States  from  purchasing  or  selling  or  arranging  the 
purchase  or  sale  of  internationally  controlled  strategic  commodities 
located  outside  the  United  States  for  ultimate  delivery  to  the  Soviet 
Bloc.  As  in  the  case  of  both  the  Foreign  Assets  and  Cuban  Assets 
Control  Regulations,  the  prohibitions  apply  not  only  to  domestic 
American  companies  but  also  to  foreign  firms  owned  or  controlled  by 
persons  within  the  United  States. 

The  administration  of  assets  remaining  blocked  under  the  World 
War  II  Foreign  Funds  Control  Regulations  which  was  transferred 
to  the  Office  of  Foreign  Assets  Control  from  the  Department  of  Justice 
in  fiscal  1966,  was  also  continued.  These  regulations  apply  to  assets 
blocked  under  Executive  Order  8389  of  Hungary,  Czechoslovakia, 
Estonia,  Latvia,  Lithuania,  East  Germany,  and  nationals  thereof 
who  were  on  January  1,  1945,  in  Hungary  or  on  December  7,  1945, 
in  Czechoslovakia,  Estonia,  Latvia,  or  Lithuania  or  on  December  31, 
1946,  in  East  Germany. 

A  new  set  of  controls  was  imposed  during  fiscal  1967.  The  Rhodesian 
Transaction  Regulations  were  issued  on  March  1,  1967,  under  Execu- 
tive Order  No.  11322  of  January  5,  1967,  implementing  the  United 
Nations  Security  Council's  resolution  No.  232  of  December  16,  1966, 
which  imposed  selective  mandatory  economic  sanctions  against 
Southern  Rhodesia.  The  Rhodesian  regulations  prohibit  unlicensed 
importation  of  the  following  Rhodesian  products  named  in  the 
United  Nations  resolution:  asbestos,  hides,  skins  and  leather,  meat 
and  meat  products,  chromium,  copper,  iron  ore,  pig  iron,  sugar, 
tobacco,  and  certain  manufactures  thereof,  wherever  made  and 
unlicensed  dealings  abroad  in  such  products  by  Americans  and  by 
Rhodesian  subsidiaries  of  U.S.  firms.  The  regulations  also  prohibit 
the  unlicensed  participation  by  Americans  in  the  sale  or  shipment  to 
Southern  Rhodesia  from  abroad  of  non-U.S.  origin  arms,  ammunition, 
aircraft  and  vehicles  and  materials  for  their  manufacture  or  main- 
tenance and  transfers  abroad  involving  the  manufacture  or  assembly 
of  aircraft  or  motor  vehicles  in  Southern  Rhodesia.  They  also  embargo 
participation  by  Americans  in  transactions  involving  the  exportation 
from  abroad  to  Southern  Rhodesia  of  non-U.S.-origin  oil  or  oil  products. 

Internal  Revenue  Service  ^ 

The  Internal  Revenue  Service  administers  the  internal  revenue 
laws  embodied  in  the  Internal  Revenue  Code  (title  26  U.S.C.)  and 
certain  other  statutes,  including  the  Federal  Alcohol  Administration 
Act  (27  U.S.C.  201-212),  the  Liquor  Enforcement  Act  of  1936  (18 
U.S.C.  1261,  1262,  3615),  and  the  Federal  Firearms  Act  (15  U.S.C. 
901-909).  It  is  the  mission  of  the  Service  to  encourage  and  achieve 

*■  Additional  Information  will  be  found  In  the  separate  "Annual  Report  of  the  Commissioner  of  Internal 
Revenue." 
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the  highest  possible  degree  of  voluntary  compliance  with  the  tax 
laws  and  regulations  and  to  maintain  the  highest  degree  of  public 
confidence  in  the  integrity  and  efficiency  of  the  Service. 

Major  management  improvements 

The  Service  continued  to  make  significant  progress  in  cost  reduction 
and  management  improvement.  During  fiscal  1967  record  savings  of 
$16.5  million  were  reported  by  managers  and  supervisors  throughout 
the  Service.  This  was  an  increase  of  14  percent  over  fiscal  1966 
savings  and  exceeded  by  $2  million  the  savings  goal  for  fiscal  1967 
which  was  established  a  year  ago. 

Major  systems  and  procedural  changes. — The  savings  achieved  in 
fiscal  1967  were  the  residt  of  a  large  number  of  individual  actions, 
ranging  from  changes  affecting  a  single  operation  or  location  to  Serv- 
icewide  projects  involving  the  efforts  of  many  people.  Among  these 
were  the  following:  (1)  Many  refund  checks  mailed  to  taxpayers  are 
undeliverable  because  the  taxpayer  moved  and  did  not  notify  the 
Post  Office  or  the  Internal  Revenue  Service  of  his  change  of  address. 
These  checks  are  returned  to  the  Service.  Prior  to  fiscal  1967,  un- 
deliverable checks  were  redeposited  to  the  taxpayer's  account  pend- 
ing receipt  of  a  change  of  address.  In  March  1967  a  new  procedure 
was  begun  which  delays  the  redeposit  of  undelivered  checks.  This 
residts  in  savings  for  the  Government  by  avoiding  the  costly  process 
of  reissuing  checks  and  improves  service  to  the  taxpayers  by  making 
checks  immediately  available  for  issuance  upon  receipt  of  a  change  of 
address.  (2)  A  new  method  was  initiated  for  processing  the  estimated 
tax  payments  of  corporations  which  eliminated  several  operations  in 
the  service  centers.  Under  this  system  the  taxpayer  is  provided  with 
preaddressed  punchcards  which  he  completes  and  submits  with  pay- 
ments to  a  Federal  Reserve  bank,  or  to  a  Federal  bank  depositary 
w^hich  then  forwards  it  to  a  Federal  Reserve  bank.  The  Federal 
Reserve  bank  deposits  remittances  to  the  Treasurer's  account,  and 
forwards  the  punchcards  to  the  Office  of  the  Treasurer.  The  data  on 
the  card  is  converted  to  tape,  which  is  sent  to  the  Service's  National 
Computer  Center  where  the  taxpayer's  deposits  are  reconciled  with 
the  amounts  claimed  on  returns  submitted.  (3)  The  two-part  "piggy- 
back" mailing  label,  used  in  two  regions  for  the  tax  year  1965,  was 
extended  to  thi-ee  additional  regions  for  the  1966  tax  year.  Use  of 
the  preaddressed  label  helps  prevent  errors,  speeds  up  processing, 
and  contributes  materially  to  keypunch  savings.  (4)  Before  the  Serv- 
ice authorizes  a  refund  for  an  overpayment  of  tax,  the  taxpayer's 
account  is  searched,  by  computer,  for  any  unpaid  liabilities.  If  any 
are  found,  the  overpayment  is  appropriately  applied  and  any  re- 
mainder refunded.  This  capability,  which  could  not  be  applied 
economically  under  manual  methods,  has  permitted  the  Service  to 
amend  some  of  its  procedures  for  collecting  past-due  accounts.  The 
minimum  dollar  value  of  a  past-due  account  which  is  required  before 
manpower  is  assigned  to  its  collection  has  accordingly  been  raised, 
reducing  the  number  of  small  accounts  which  require  expensive 
collection  action.  It  should  be  noted  that  past-due  accounts  will  be 
accumidated  from  year  to  year,  and  once  the  minimum  dollar  value 
is  exceeded,  manpower  will  be  assigned  to  the  collection  of  taxes 
and  interest  owed.    (5)    Pursuant   to   Public  Law  89-713,   enacted 
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November  2,  1966,  the  Service  was  given  authority  to  require  tax- 
payers to  file  tax  returns  directly  with  service  centers.  Direct  filing 
of  individual  returns  claiming  a  refund  was  first  tried  by  the  Service 
in  one  region  in  fiscal  1965  and  extended  to  a  second  in  fiscal  1966. 
In  fiscal  1967  optional  dh-ect  filing  of  refund  returns  was  extended 
nationwide  except  for  the  North  Atlantic  and  Midwest  Regions  and 
the  State  of  California.  The  filing  of  selected  business  retiu-ns  with 
the  service  center  was  made  mandatory  in  the  Southeast  Region  late 
in  fiscal  1967.  Direct  filing  offers  significant  savings  in  processing 
costs,  and  the  system  will  gi-adually  be  extended  to  cover  additional 
types  of  returns.  Regions  will  be  phased  in  on  an  orderly  basis. 

Informing  and  assisting  taxpayers 

The  Commissioner  of  Internal  Revenue  received,  on  behalf  of  the 
Internal  Revenue  Service,  the  commendation  from  the  Secretary  of 
the  Treasury  for  excellence  in  improving  communications  and  services 
to  the  public  for  fiscal  1967.  These  functions  are  probably  the  most 
important  the  Service  performs,  keeping  the  public  informed  of 
matters  essential  to  fulfilling  its  tax  obligations.  The  Service  has 
thorougldy  equipped  itself  to  carry  out  its  public  information  role 
and  is  constantly  striving  to  respond  more  effectively  to  taxpayer 
inquiries  and  to  improve  dissemination  of  information. 

Public  information  program. — Since  it  was  clear  that  an  expanded 
information  program  would  be  required  for  the  1967  filing  period, 
planning  teams  began  on  it  during  the  summer  of  1966.  By  Septem- 
ber, work  was  underway  on  much  of  the  scheduled  program,  which 
included  technical  and  general  news  releases  adaptable  for  timely  use 
in  district  offices,  feature  articles  and  photographs,  TV  and  radio 
scripts,  films,  and  tapes.  The  quantities  involved  were  generally  above 
those  of  any  previous  year.  More  than  90  percent  of  all  TV  broadcast- 
ing stations  and  78  percent  of  all  radio  stations  used  spot  messages 
provided  by  the  Service. 

During  the  1967  filing  period  the  weekly  series  of  question-and- 
answer  columns  was  regularly  published  by  more  than  800  daily  and 
1,300  weekly  newspapers.  For  the  first  time,  the  question-and-answer 
technique  was  extended  to  meet  the  special  needs  of  Americans  living 
abroad.  Five  columns  of  such  information  were  provided  70  news- 
papers and  magazines  circulated  among  these  taxpayers. 

Taxpayer  assistance  program. — As  part  of  the  program  to  improve 
Government  service  to  the  public,  the  Service  promoted  a  series  of 
trial  installations  in  taxpayer  assistance  areas  of  district  office  build- 
ings. The  tests,  conducted  in  nine  cities,  have  proven  successful  in 
reducing  waiting  time,  long  lines,  and  confusion  during  the  filing 
season  rush.  Design  and  layout  standards  developed  from  these  tests 
will  begin  to  receive  Servicewide  application  during  fiscal  1968. 

Over  26  million  taxpayers  voluntarily  sought  and  received  assistance 
from  the  Service  during  fiscal  1967.  More  than  17  million  of  these 
were  assisted  over  the  telephone,  a  satisfying  response  to  the  Service's 
efforts  to  encourage  taxpayers  to  telephone  for  assistance  in  preference 
to  making  an  office  visit. 

A  nationwide  program  to  sample  the  nature  and  frequency  of  tax- 
payer inquiries  was  instituted  in  fiscal  1967.  Information  obtained 
through  this  sampling  provided  new  insight  into  the  problems  of  tax- 
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payers  in  filine:  Federal  tax  returns,  highlighted  information  gaps  in 
forms  and  public-use  documents,  and  provided  a  basis  for  improving 
training  programs  for  personnel  detailed  or  assigned  to  the  assistance 
program.  The  25  most  frequently  asked  questions  are  summarized 
monthly  and  disseminated  to  Service  activities  concerned.  Another 
new  program  provides  for  the  rapid  dissemination  of  urgent  need-to- 
know-now  tax  information  to  Service  employees  dealing  with  the 
public.  Providing  immediate  information  to  employees  on  such  items 
as  forthcoming  technical  information  releases  and  taxpayer  error 
data  enables  them  to  assist  the  public  more  effectively. 

Tax  rulings. — The  National  Office  interprets  the  tax  law  and  issues 
letter  rulings  on  specific  sets  of  facts  in  response  to  inquiries  from  tax- 
payers or  their  representatives.  It  also  provides  technical  advice  to 
district  directors  on  technical  or  procedural  questions  which  develop 
during  the  examination  of  returns  or  claims  for  refund  or  credit  when 
the  question  cannot  be  resolved  on  the  basis  of  law,  regulations,  or 
other  definitive  information.  During  the  year,  25,393  requests  for 
letter  rulings  and  3,175  requests  for  technical  advice  were  processed. 

Regulations  program. — Twenty-eight  final  regulations,  three  tempo- 
rary regulations,  and  22  notices  of  proposed  rulemaking  relating  to 
matters  other  than  alcohol  and  tobacco  taxes  were  published  in  the 
"Federal  Register"  during  the  year.  Ten  public  hearings  attended  by 
a  total  of  approximately  335  persons  were  held  on  proposed  regulations. 

Five  Treasury  Decisions  were  issued  in  connection  with  the  admin- 
istration of  alcohol,  tobacco,  and  firearms  regulations. 

Personnel 

Recruitment  and  personnel  development  continued  as  major  chal" 
lenges  during  this  period  of  expansion  of  Internal  Revenue  Service 
functions  and  services.  The  Service's  aim  is  to  adequately  staff  its 
organization  without  compromising  the  primary  objective  of  pro- 
viding high  quahty  assistance  to  the  Nation  and  its  taxpayers. 

Recruitment.- — Recruitment  brochures,  a  direct-mailing  campaign, 
on-campus  recruiting,  and  participation  in  college  career  days  were 
again  used  extensively  to  obtain  qualified  employees  for  the  Service. 
Brochures  concerning  employment  opportunities  were  mailed  to 
12,000  high  school  guidance  counselors  and  5,900  college  and  univer- 
sity guidance  counselors.  In  addition,  20,000  copies  of  one  brochure 
were  distributed  to  the  Accounting  Career  Council  for  inclusion  in 
their  career  guidance  packages.  The  program  of  hiring  undergraduate 
accounting  students  as  trainees  for  positions  as  internal  revenue 
agents  and  internal  auditors,  during  its  first  full  year  of  operation, 
included  152  students  and  the  negotiation  of  work-study  agreements 
with  74  colleges  and  universities.  The  Service  continued  to  employ 
young  peo})le  who  qualify  under  the  Youth  Opportunity  Corps  pro- 
gram. As  of  May  1967,  the  programs  liad  1,054  enrollees,  a  51-percent 
increase  over  last  year's  total  of  696. 

Planned  personnel  redeployment. — The  program  to  retrain  or  find 
other  positions  for  district  office  personnel  aft'ected  by  the  relocation 
of  their  work  to  service  centers  continued  during  fiscal  1967.  Of  the 
over  9,000  personnel  who  have  been  redeployed  since  the  program 
began,  1,368  were  accounted  for  this  year.  Sustained  success  was 
experienced  in  identifying  either  service  center  or  other  IRS  jobs  for 


ADMINISTRATIVE    REPORTS  103 

which  many  of  these  individuals  are  qualified  or  could  be  retrained. 
Some  employees  left  voluntarily  to  go  to  other  agencies,  private 
industry,  or  into  retirement. 

Training 

Major  increases  in  technical  training  have  been  required  by  ex- 
panded recruitment,  changes  in  the  tax  law,  and  technological  devel- 
opments which  have  increased  the  complexity  of  Service  work.  Since 
1965,  the  number  of  employees  trained  has  increased  by  more  than  100 
percent. 

The  National  Training  Center  continued  to  develop  and  update  its 
technical  training  materials  for  field  use.  It  also  continued  to  experi- 
ment with  methods  to  make  training  more  efficient  and  effective,  in- 
cluding automated  teaching  systems  for  certain  service  center  courses, 
and  closed-circuit  television  training  programs  to  enable  employees 
who  have  extensive  contact  with  the  public  to  observe  their  own  per- 
formance. 

Emphasis  continues  on  the  systematic  selection  and  development  of 
supervisory  personnel.  Many  of  the  concepts  originally  associated  with 
the  executive  selection  and  development  program  have  been  extended 
to  supervisory  and  managerial  jobs  throughout  the  Service. 

Internal  revenue  collections  and  refunds 

Gross  collections.- — Internal  revenue  collections  in  fiscal  1967  were 
$148.4  billion,  the  largest  amount  collected  and  the  greatest  annual 
increase  in  the  history  of  the  Internal  Revenue  Service.  The  increase 
of  $19.5  billion  over  fiscal  1966  is  larger  than  total  internal  revenue 
collections  in  1942,  when  $13  billion  was  collected. 

The  tax  on  individual  income  continues  to  be  the  largest  single 
source  of  Federal  revenue,  representing  about  47  percent  of  all  collec- 
tions. Individual  income  tax  payments  (including  both  amounts  with- 
held by  employers  and  amounts  paid  by  individuals  with  their  returns) 
increased  to  $69.4  billion.  Part  of  the  $8.1  billion  increase  from  1966 
reflected  the  rise  in  withholding  rates  which  became  effective  in  May 
1966. 

The  second  major  source  of  revenue  is  the  corporation  income  tax, 
which  increased  to  $34.9  billion  in  fiscal  1967.  Some  of  the  gain  was  due 
to  the  acceleration  of  estimated  payments,  which  affected  certain 
corporate  estimated  tax  payments  in  the  last  quarter  of  fiscal  1967. 

Collections  of  employment  taxes  totaled  $27  billion  in  fiscal  1967. 
These  taxes  represent  funds  which  are  set  aside  for  the  payment  of 
insurance  and  retirement  benefits.  Increases  in  the  rate  and  in  the 
amount  of  wages  subject  to  the  tax,  as  weU  as  increased  employment, 
contributed  to  the  rise  in  these  collections. 

Excise  taxes  continued  to  represent  a  substantial  part  of  total  inter- 
nal revenue  collections  in  spite  of  the  numerous  revisions  under  the 
Excise  Tax  Reduction  Act  of  1965.  Total  excise  tax  collections  in  fiscal 
1967  were  $14.1  biUion,  only  5  percent  below  the  amount  collected  in 
fiscal  1965  when  a  record  $14.8  billion  was  collected. 

Gross  collections  by  principal  types  of  tax  are  compared  for  fiscal 
years  1966  and  1967  in  the  accompanying  chart.  See  table  19  for  col- 
lections from  1936-67  by  detailed  categories. 
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taxes  taxes 
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Refunds.- — There  was  a  sharp  rise  in  both  number  of  refunds  made 
and  amount  refunded  in  fiscal  1967.  The  number  increased  by  3.9 
miUion  to  reach  49.0  milHon,  while  the  amount  refunded  (including 
both  principal  and  interest)  increased  by  $2.3  billion  to  a  record  $9.G 
billion.  The  largest  increase  in  both  niunber  (5.1  million)  and  amount 
($2.0  billion)  occurred  in  individual  income  taxes.  A  contributing  factor 
was  the  higher  rate  of  withholding  from  wages,  beginning  in  May  1966, 
under  the  Tax  Adjustment  Act  of  1966. 
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Receipt  and  processing  of  returns 

Number  of  returns  filed. — More  than  105.4  million  tax  returns  of  all 
types  were  filed  in  fiscal  1967,  an  increase  of  1.4  million.  This  growth 
occurred  primarily  in  the  individual  income  tax  area,  with  forms  1040 
increasing  2.0  million  and  forms  1040A  increasing  0.5  million.  Excise 
tax  returns  filed  decreased  0.6  million. 

Automatic  data  'processing.' — On  January  1,  1967,  individual  master 
file  coverage  was  made  nationwide  by  the  inclusion  of  the  two  regions 
and  three  districts  previously  omitted  from  coverage.  Business  master 
file  coverage  had  become  nationwide  on  January  1,  1965.  The  objec- 
tives of  the  master  file  plan  were  essentially  complete  by  the  fiscal 
yearend,  with  only  the  Office  of  International  Operations  remaining  to 
be  brought  under  the  system.  With  nationwide  ADP  processing,  the 
former  area  service  center  programs  for  processing  tax  returns,  begun 
in  1954,  were  closed. 

Enforcement  activities 

The  Service's  enforcement  activities  are  directed  primarily  toward 
insuring  that  each  taxpayer's  tax  liability  is  correctly  established  and 
that  all  taxes  due  are  paid.  The  confidence  of  the  American  citizen  in 
the  Federal  tax  structure  and  his  acceptance  of  its  self-assessment  sys- 
tem is  largely  dependent  on  the  Service's  ability  to  achieve  this  objec- 
tive. In  recognition  of  this  important  relationship,  the  Service's  en- 
forcement programs  strive  to  promote  maximum  voluntary  compliance 
through  fair  and  impartial  administration  of  the  tax  laws  and  regula- 
tions. 

Examination  of  returns.' — In  response  to  changing  demands  on  tax 
administration,  audit  program  activity  was  expanded  on  larger  and 
more  complex  returns.  Continued  high-quality  audits  plus  shifts  in 
audit  concentration  to  larger  cases  resulted  in  additional  tax  recom- 
mendations of  $3.3  billion  in  fiscal  1967.  This  exceeded  the  previous 
high  of  $3.1  billion  recommended  in  1966. 

Additional  tax  recommended  as  the  result  of  examination  of  cor- 
poration and  exempt  organization  returns  increased  to  $1,632  million — 
4.0  percent  higher  than  1966.  There  was  also  an  upward  movement  in 
estate  and  gift  tax  recommendations,  from  $416  million  in  fiscal  1966 
to  $565  million  in  1967,  a  35.8-percent  increase.  Recommendations 
decreased  in  the  individual  and  fiduciary  area,  from  $1,050  million 
last  year  to  $1,026  million  in  fiscal  1967. 

The  primary  responsibility  of  the  audit  program  is  to  determine 
correct  tax  liability.  While  the  bulk  of  examinations  result  in  recom- 
mendations for  the  assessment  of  additional  tax,  equivalent  effort  is 
made  to  insure  that  the  taxpayer  has  not  overassessed  himself.  In 
fiscal  1967,  Service  examinations  disclosed  overassessments  of  $190.6 
million,  exclusive  of  claims  for  refund  initiated  by  taxpayers. 

The  inventory  of  individual  and  corporation  older  year  returns 
awaiting  field  audit  examination  have  been  reduced  by  22  percent 
during  the  past  2  years.  This  more  current  inventory  helps  reduce  the 
number  of  requests  to  extend  the  statute  of  limitations,  enables  tax- 
payers to  know  the  status  of  their  Federal  tax  accounts  earlier,  and 
reduces  the  accumulation  of  interest  due  on  both  assessments  of 
additional  taxes  and  on  refunds  of  overassessments. 
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The  application  of  team  audit  techniques  has  helped  reduce  the 
backlog  of  older  returns  in  the  large  corporate  tax  return  area.  In 
view  of  the  tremendous  growth  in  the  size,  number,  and  complexity  of 
large  corporations  since  World  War  II  the  assignment  of  one  man  per 
case  was  no  longer  realistic.  The  new  large  case  audit  program  applies 
the  concept  of  a  carefully  planned,  highly  coordinated  audit  using  a 
team  approach,  Avith  each  agent  given  specific  assignments  according 
to  a  formal  overall  examination  plan.  Since  its  inception  in  July  1966, 
this  program  has  been  successful  in  improving  the  quality  of  large  case 
audits,  obtaining  better  uniformity  of  issues  raised  as  well  as  their 
resolution,  and  shortening  the  time  span  of  examinations. 

Mathematical  verification.- — The  mathematical  verification  of  returns 
is  one  of  the  procedures  used  by  the  Service  to  help  insure  that  each 
taxpayer  will  pay  the  proper  amount  of  tax.  Slightly  over  65  million 
income  tax  returns  of  individuals  filed  on  form  1040  or  form  1040 A 
were  mathematically  verified  during  the  year,  an  increase  of  7.6  percent 
over  the  preceding  year. 

The  correction  of  mathematical  errors  resulted  in  $207.6  million  in 
increased  taxes  and  $94.3  million  in  decreased  taxes,  for  a  net  yield 
of  $113.3  million. 

Delinquent  returns. — The  Service  secured  766,000  delinquent  returns 
representing  $262.7  million  in  unreported  tax,  interest,  and  penalties 
during  fiscal  1967.  Although  fewer  returns  were  secured  than  last  year, 
there  was  an  increase  of  $16.0  million  in  the  amount  assessed. 

Summary  of  additional  taxes  from  direct  enforcement.- — A  detailed 
comparison  of  additional  tax  assessments  resulting  from  direct 
enforcement  during  the  last  2  fiscal  years  is  presented  below. 

In  thousands  of  dollars 
Sources 


1966  1967 


Additional  tax,  interest,  and  penalties  resulting  from  examination 2,427,329  2,256,933 

Increases  in  individual  income  tax  resulting  from  mathematical  verification. . .  186, 244  207, 506 

National  identity  file  > 2,548  2,271 

Tax,  Interest,  and  penalties  on  delinquent  returns jh 246,696  262,665 

Total  additional  tax,  interest,  and  penalties 2,862,817  2,729,375 

Claims  disallowed 401,122  392,199 

1  An  Interim  computer  procedure  established  in  regions  processing  individual  income  tax  returns  to  iden- 
tify taxpayers  filing  more  than  one  return.  When  the  individual  master  file  is  operative  nationwide  this 
procedure  will  no  longer  be  necessary. 

Tax  fraud  investigations,  indictments,  and  convictions.- — During  the 
year  3,193  full-scale  investigations  were  completed  with  prosecution 
recommended  in  2^015  cases.  These  totals  included  836  organized 
crime  drive  investigations,  with  prosecution  recommended  in  700 
cases.  Preliminary  investigations  totaling  10,663  were  made  during 
the  year. 

Indictments  were  returned  against  1,342  defendants  in  tax  fraud 
cases  in  fiscal  1967.  Pleas  of  guilty  or  nolo  contendere  were  entered  for 
928  defendants  in  cases  reaching  the  courts,  145  defendants  were 
convicted  after  trial,  50  were  acquitted,  while  cases  against  233 
defendants  were  nol-prossed  or  dismissed. 
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Collection  of  past-due  accounts. — Past  due  accounts  established 
during  fiscal  1967  totaled  2.8  million,  with  $2,132  million  of  tax  in- 
volved, a  $117  million  increase,  due  in  part  to  several  unusually  large 
accounts.  The  $2,066  million  of  accounts  closed  was  $112  million 
higher  than  last  year.  The  yearend  inventory  of  748,000  accounts 
was  valued  at  $1,325  million,  16,000  accounts  lower  and  $112  million 
higher  than  a  year  earlier. 

Future  enforcement  of  past-due  accounts  will  be  facilitated  by  the 
ADP  system  which  is  now  in  effect  nationwide.  Programs  initiated 
during  the  year  were  having  significant  results  by  the  fiscal  yearend. 
For  example,  in  1967  for  the  first  time  on  a  nationwide  basis,  names  of 
individuals  owing  income  taxes  or  business  taxes  for  periods  before 
ADP  were  fed  into  the  system.  The  computer  program  applied  to 
refunds  provided  that  any  prior  Uabihty  would  be  deducted  from 
any  refunds  due  the  taxpayer.  By  the  end  of  fiscal  1967  this  program 
had  automatically  collected  almost  $12  million  on  prior  liabilities. 
Equally  important,  the  program  freed  enforcement  personnel  for 
work  in  other  areas  where  personal  contact  was  requii-ed. 

Alcohol  and  tobacco  tax  administration.— The  concentrated  Hquor 
law  enforcement  effort  in  the  Southeastern  States  was  continued  in 
fiscal  1967.  Reports  on  the  progi'am,  known  as  Operation  Dry-Up,  ^ 
disclosed  a  decrease  in  both  the  number  of  violations  and  the  scope  of 
illegal  operations  in  the  States  affected. 

In  fiscal  1967,  84  percent  of  the  illegal  distilleries  and  93  percent 
of  all  mash  seized  were  in  the  Southeast  Region.  The  following  table 
provides  information  on  nationwide  seizures  and  arrests  during  the 
last  6  fiscal  years. 


Fiscal  year 

Number  of 
stills  seized 

Gallons  of 
mash  seized 

Arrests  for 
liquor  law 
violations 

1962. 

6.886 

3,424,500 
3, 092, 600 
3, 123, 800 
3,637,900 
3, 664, 900 
3, 125, 400 

8,726 

1963 

6,213 

8,153 

1964 

6,837 

7,897 

1965. 

7,432 

7,171 

1966 

7.685 

6,629 

1967 

6,608 

6,148 

The  alcohol  and  tobacco  tax  laboratory  of  the  National  Office  is 
concentrating  on  advanced  instrumentation  studies  so  that  improved 
techniques  can  be  appUed  to  the  analysis  and  examination  of  speci- 
mens. Advanced  analytical  capabiUty  is  important  to  the  Service  in 
its  normal  surveillance  over  products  containing  alcohol,  as  well  as 
in  other  fields,  including  the  broad  area  of  scientific  crime  detection. 
In  a  criminal  case  during  fiscal  1967  the  Service  estabUshed  precedent 
by  the  successful  introduction  of  physical  evidence  analyzed  by 
atomic  absorption  spectrophotometry,  a  technique  for  the  determina- 
tion of  chemical  elements  which  is  particularly  useful  in  conjunction 
with  neutron  activation  analysis.  Since  1964,  when  neutron  activation 
analysis  was  first  accepted  by  the  courts,  growing  interest  in  its  use 
has  been  shown  by  the  Service,  the  Bureau  of  Narcotics,  and  other 
Federal  and  State  offices.  Neutron  activation  analysis  was  used  in 


See  1966  annual  report,  page  128. 
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the  examination  of  1,765  samples  in  fiscal  1967,  compared  to  1,006 
in  fiscal  1966.  Field  office  laboratories  also  analysed  6,450  samples 
in  connection  A\dth  alcohol  and  tobacco  tax  enforcement  work  and 
5,197  samples  for  the  Bm-eau  of  Narcotics. 

Tax  determinations  on  spurts  '\\dthdraA\Ti  for  bottling  is  a  prime 
workload  factor.  These  determinations  reached  an  alltime  high  of  221.2 
miUion  tax  gallons  in  fiscal  1967.  Plants  requiring  on-premises  super- 
vision produced  873.0  million  tax  gallons  of  distilled  spirits  during 
the  year. 

Firearms  law  enforcement. — Investigations  of  violations  of  National 
and  Federal  firearms  statutes  led  to  720  criminal  cases  and  the  seizure 
of  3,787  firearms  in  fiscal  1967,  compared  to  466  cases  and  839  seizures 
in  fiscal  1966.  In  addition,  36,050  fh^earms  records  inspections  were 
made  at  the  premises  of  dealers,  compared  to  13,783  inspections  last 
year. 

Appeals  and  civil  litigation. — Total  cases  received  in  regional  appel- 
late divisions  in  fiscal  1967  decreased  by  56  from  fiscal  1966  to  36,664. 
Total  case  disposals,  however,  increased  by  over  3,000  cases  to  37,755 
in  1967.  A  reduction  of  1,091  in  the  yearend  inventory  was  achieved 
by  June  30,  1967. 

Revised  procedures  were  initiated  in  fiscal  1966  for  reporting 
refunds  or  credits  of  over  $100,000  in  income,  estate,  or  gift  taxes 
to  the  Joint  Committee  on  Internal  Revenue  Taxation.^  These 
procedures  reduced  the  average  processing  time  from  12  months  to 
bYi  months,  resulting  in  better  pubHc  relations  through  earUer  refunds 
or  credits,  and  savings  in  interest  and  operating  expenses.  In  fiscal 
1967,  757  cases  involving  overassessments  of  $499.8  miUion  were 
reported  to  the  Joint  Committee. 

Civil  cases  in  the  trial  courts  were  won  or  partially  won  by  the 
Government  during  fiscal  1967  as  follows:  in  the  Tax  Court,  82  per- 
cent; in  the  Court  of  Claims,  55  percent;  and  in  the  U.S.  district 
courts,  73  percent.  The  Government  won,  in  whole  or  in  part,  339 
of  the  413  civil  tax  cases  decided  by  courts  of  appeal  (exclusive  of 
collection  Utigation  and  alcohol  and  tobacco  tax  legal  matters). 

The  Supreme  Com*t  rendered  two  decisions  in  Tax  Court  cases  and 
two  decisions  in  refund  suits  during  the  year.  The  Government's 
position  was  sustained  in  both  Tax  Court  cases  and  in  one  of  the 
two  refund  suits. 

International  activities 

Overseas  operations  of  the  Service  fall  into  three  broad  areas: 
(1)  Administration  of  the  tax  laws  as  they  apply  to  U.S.  citizens 
Uving  abroad,  nonresident  ahens,  and  foreign  corporations;  (2)  nego- 
tiation and  administration  of  tax  conventions  with  foreign  countries, 
estabhshed  to  prevent  double  taxation  of  individuals  and  corporations 
which  are  subject  to  taxation  by  two  or  more  countries;  and  (3)  pro- 
viding assistance  requested  by  developing  countries  in  improving 
theu"  tax  administration  system. 

International  operations. — The  Service  maintains  offices  in  Bonn, 
London,  Manila,  Mexico  City,  Ottawa,  Paris,  Rome,  Sao  Paulo,  and 
Tokyo.  Representatives  at  these  offices  perform  functions  for  all 
branches  of  the  Service,   maintain  liaison  with  tax  authorities  of 

See  19G6  annual  report,  page  130. 
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foreign  governments  on  the  administration  of  tax  treaties  and  on 
other  matters  of  mutual  interest,  and  assist  U.S.  citizens  overseas 
in  complying  with  their  U.S.  tax  responsibilities.  To  further  assist 
U.S.  taxpayers  abroad,  during  the  1967  filing  period  Service  employees 
visited  51  countries  plus  Guam,  Okinawa,  and  the  Canal  Zone,  and 
\4  1-week  tax  schools  were  conducted  for  military  personnel. 

Tax  conventions. — Negotiations  were  held  with  seven  countries 
concerning  bilateral  income  tax  conventions.  Income  tax  conventions 
were  signed  during  fiscal  1967  with  Brazil  and  with  Trinidad  and 
Tobago,  and  the  proposed  conventions  were  transmitted  to  the 
Senate.  A  supplementary  income  tax  convention  with  Canada  was 
also  signed  and  transmitted  to  the  Senate.  The  Senate  ratified  a 
protocol  to  the  United  States-United  Kingdom  income  tax  convention 
and  the  instruments  of  ratification  were  exchanged  on  September  9, 
1966.  Instruments  of  ratification  of  an  income  tax  convention  between 
the  United  States  and  the  Netherlands  were  exchanged  on  July  8, 
1966. 

Foreign  tax  assistance. — One  of  the  most  significant  developments 
this  year  was  the  creation  of  the  Inter-American  Center  of  Tax 
Administrators.  The  Center  was  estabhshed  in  May,  at  a  meeting 
held  in  Panama  City,  Panama.  Its  purpose  is  to  provide  a  permanent 
forum  for  the  exchange  of  ideas,  concepts,  and  experiences  for  the 
improvement  of  aU  phases  of  tax  administration  among  Western 
Hemisphere  tax  officials.  The  Commissioner  of  Internal  Revenue 
was  elected  President  of  the  Center's  Executive  Council  and  as  such 
is  the  chief  executive  of  the  Center.  The  other  members  of  the  execu- 
tive council  are  from  Guatemala,  Ecuador,  Venezuela,  and  Brazil. 
At  the  fiscal  yearend  the  Center  had  39  members  from  19  countries. 

New  long-term  tax  advisory  teams  were  assigned  in  fiscal  1967  to 
Turkey  and  to  South  Vietnam.  The  team  previously  assigned  to 
Ecuador  was  withdrawn  for  the  time  being.  At  the  close  of  the  fiscal 
year  teams  were  located  in  Argentina,  Bolivia,  Brazil,  Chile,  Colombia, 
Costa  Rica,  the  Dominican  Republic,  El  Salvador,  Guatemala, 
Honduras,  India,  Nicaragua,  Panama,  Paraguay,  Peru,  the  Philip- 
pines, South  Korea,  South  Vietnam,  Turkey,  Uruguay,  and  the 
Agency  for  International  Development's  Regional  Office  for  Central 
America  and  Panama. 

Planning  activities 

Service  planning  activities  concentrate  on  developing  a  balanced 
program  for  the  most  beneficial  use  of  limited  manpower  and  dollar 
resources.  The  comprehensive,  multiyear  Program  and  Financial 
Plan,  developed  as  a  result  of  intensive  research,  systems  develop- 
ment, and  extensive  planning  reflects  the  Service's  objectives  and 
resource  requirements.  This  plan  forms  the  short-  and  long-range 
basis  for  integrating  into  unified  programs  the  variety  of  separate 
Service  functional  activities. 

Long-range  planning. — The  Service  is  now  in  its  second  year  under 
the  planning-programing-budgeting  system  (PPB).  Special  stud- 
ies, an  essential  part  of  the  PPB  system,  provide  management 
with  the  analytical  basis  for  choosing  from  among  alternative  courses 
of  action.  Task  forces  started  work  in  1967  on  several  special  studies 
to  assist  management  in  making  program  choices.  Systematic  quanti- 
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tative  analysis,  as  well  as  traditional  qualitative  analysis,  are  used  to 
develop  objectives  and  alternative  means  of  meeting  them.  Quantita- 
tive analysis  assists  in  evaluating  the  practicality  of  alternatives  by 
providing  calculations  and  comparisons  of  the  relative  costs  and 
benefits.  The  results  of  these  analyses  will  be  presented  to  Service, 
Treasury,  and  Budget  Bureau  executives  for  review  and  decision. 

Long-range  planning  and  estimates  of  future  Service  workloads 
rely  on  projections  of  the  number  of  tax  returns  to  be  filed  in  future 
years.  The  steady  upward  trend  in  the  volume  of  returns  filed  in 
recent  jesirs  continued  during  calendar  year  1966,  and  the  expected 
gro^^'th  in  the  Nation's  population,  economy,  and  labor  force  indicates 
additional  increases.  In  calendar  year  1966  the  total  number  of  returns 
filed  exceeded  103  million,  an  increase  of  more  than  12  million  during 
the  last  10  years.  Recent  projections  forecast  a  total  of  114.5  million 
returns  by  1970  and  further  gains  to  126.1  million  returns  by  1975. 

Current  research  program. — Projects  touching  on  many  aspects  of 
tax  administration,  especially  the  improvement  of  taxpayer  compliance 
were  continued.  The  research  program  was  also  designed  to  foster 
cooperation  between  the  Service  and  other  governmental  bodies, 
and  countries  ^vith  which  the  United  States  has  tax  treaties. 

Several  research  projects  were  conducted  concerning  the  reporting 
of  wages,  dividends,  and  interest  payments.  Included  were  studies 
on  the  uses  made  of  information  returns,  possibilities  of  obtaining 
information  returns  in  some  areas  not  presently  covered,  and  the 
expanded  use  of  magnetic  tape  rather  than  paper  information  returns. 

As  a  result  of  a  cost-benefit  study  a  policy  was  adopted  for  retaining 
master  file  data.  Under  this  new  policy:  (1)  Tax  settlement  data  will 
be  retained  for  27  months  beyond  the  posting  date  of  the  transaction 
that  brings  the  tax  account  to  a  zero  balance  or  releases  it  from  any 
prior  hold  placed  on  the  account,  and  (2)  tax  base  data  will  be  re- 
moved from  master  files  annually  after  completion  of  scheduled 
computer  runs  for  Service  programs. 

Other  projects  of  the  year  included:  (1)  Developing  a  program  for 
the  Service  and  the  States  to  exchange  tax  information  data  by  means 
of  magnetic  tape;  (2)  planning  a  system  for  accelerating  the  remit- 
tance of  taxes  withheld  from  nonresident  aliens  and  foreign  corpora- 
tions; (3)  cooperatmg  mth  the  U.S.  Civil  Service  Commission  in  the 
development  of  instructions  to  assist  annuitants  in  determining  the 
taxable  portion  of  their  annuities;  and  (4)  coordmating  implementa- 
tion of  new  rules  for  individuals  authorized  to  represent  taxpayers 
in  tax  matters  before  the  Service. 

Systems  develajmient.- — To  further  reduce  the  time  and  money  spent 
in  preparing  information  for  entry  into  the  Service's  ADP  system, 
the  two  projects  involving  the  use  of  optical  scanning  equipment 
were  continued.  The  testing  of  a  relatively  inexpensive  single-font 
scanner  was  begun  in  the  Southeast  Service  Center  late  in  1966. 
Under  actual  operating  conditions,  this  machine,  designed  to  handle 
bills  and  other  notices  typed  or  printed  on  Service  equipment  using 
a  special  American  Standards  Association  approved  type  font,  has 
successfully  met  the  Service's  acceptance  criteria  for  reading  type- 
written documents;  however,  acceptance  tests  of  documents  pre- 
pared on  the  Service's  high-speed  printers  had  not  been  completed 
by  the  fiscal  yearend.  The  second  study  concerned  a  more  sophisti- 
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cated  scanner  capable  of  converting  data  from  information  returns 
(forms  W-2,  1099,  and  1087)  directly  to  magnetic  tape.  Although 
three  manufacturers  responded  to  an  invitation  to  bid  on  this  multi- 
font scanner,  it  was  decided  that  none  of  the  proposals  offered  suflB- 
cient  economic  advantages. 

Design  of  a  new  ADP  system  to  replace  the  present  master  file 
system  early  in  the  1970's  is  well  into  the  first  study  phase,  definition 
of  information  requirements.  As  the  study  progresses,  continuing 
cost/benefit  review  of  the  overall  design  will  be  conducted. 

Major  benefits  anticipated  in  the  future  system  include:  (1)  Faster 
entry  of  new  information  into  master  files,  (2)  direct  access  to  in- 
formation on  file  by  technicians  in  the  Service,  (3)  inclusion  of  more 
comprehensive  data  on  file  in  terms  of  both  historical  and  current 
information,  (4)  rapid,  selective,  and  properly  formated  retrieval  of 
information,  and  (5)  better  management  through  improved  allocation 
of  resources. 

Inspection  activities 

A  protective  and  constructive  service  is  furnished  the  Commissioner 
and  all  other  levels  of  Service  management  through  comprehensive 
internal  audit  and  internal  security  programs.  The  internal  audit 
program  permits  management  to  appraise  the  degree  of  compliance 
with  established  policies,  procedures,  and  controls,  and  also  provides 
a  basis  for  appraising  the  effectiveness  of  these  systems.  Internal 
security  investigations  are  regularly  conducted  on  various  matters, 
particularly  character  background  investigations  of  new  appointees 
to  positions  of  trust  and  investigations  of  complaints  of  employee 
misconduct.  Investigations  are  also  made  of  reports  by  employees 
concerning  actual  or  suspected  bribery  or  other  imethical  attempts 
to  influence  Service  action. 

Internal  audit. — During  fiscal  1967,  over  85  percent  of  direct  in- 
ternal audit  staff  time  was  spent  on  data  processing,  collection, 
audit,  intelligence,  and  alcohol  and  tobacco  tax  functions.  Results  of 
actions  taken  to  correct  systemic  errors,  improve  programs  and  pro- 
cedures, or  strengthen  internal  controls  are  conservatively  estimated 
at  $37  million.  Included  are  such  items  as  management's  actions  on 
specific  cases;  the  assessment  of  tax,  penalties,  and  interest  not  pre- 
viously properly  assessed;  the  recoupment  of  erroneous  refunds;  the 
securing  of  delinquent  returns;  and  the  acceleration  of  collection 
action  on  past-due  accounts. 

Internal  security. — During  fiscal  1967,  a  total  of  12,373  internal 
security  investigations  of  all  types  were  completed,  a  25-percent 
increase  over  last  year.  In  addition,  police  record  checks  were  made 
on  4,491  employees  considered  for  short-term  temporary  appointments. 

Indications  of  breaches  in  integrity  involving  frauds  on  the  revenue, 
committed  by  employees,  or  through  collusion  between  employees 
and  non-Service  people,  are  investigated  by  teams  of  auditors  and 
investigators.  One  such  joint  investigation  disclosed  that  a  district 
oflBice  employee  had  been  paid  by  taxpayers  for  preparing  approxi- 
mately 100  tax  returns,  32  of  which  were  fraudulent.  In  another 
instance,  investigation  of  allegations  that  cases  could  be  "fixed" 
disclosed  coUusion  between  an  office  auditor  and  a  tax  practitioner. 
Appropriate  disciplinary  or  court  action  is  taken  on  cases  where 
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merited.  In  the  two  foregoing  cases,  both  employees  were  brought  to 
trial  and  found  guilty.  Investigation  also  revealed  that  false  charges 
had  been  brought  against  employees  in  a  number  of  instances. 

The  large  amounts  of  money  involved  in  many  Service  transactions 
make  bribery  by  outsiders  an  ever-present  hazard.  In  fiscal  1967,  a 
record  number  of  bribery  attempts  were  reported  by  employees. 
At  the  end  of  the  year,  prosecutions  were  pending  on  32  defendants 
for  this  crime,  and  68  cases  were  still  under  investigation. 

Bureau  of  the  Mint  ^ 

The  major  operations  of  the  Bureau  of  the  Mint  are  the  manufacture 
and  distribution  of  all  coins  of  the  United  States,  and  the  receipt, 
processing,  disbursement,  and  physical  custody  of  gold  and  silver  for 
the  Treasury.  Departmental  headquarters  of  the  Director  of  the  Mint 
is  in  Washington,  D.C  The  six  field  installations  of  the  Bureau  are 
two  mints  located  in  Philadelphia,  Pa.,  and  Denver,  Colo.;  two  assay 
offices,  in  San  Francisco,  Calif.,  and  New  York,  N.Y. ;  and  two  bullion 
depositories,  one  at  West  Point,  N.Y.  which  operates  as  an  adjunct 
of  the  New  York  Assay  Office,  and  the  other,  located  at  Fort  Knox, 

Three  plants  manufacture  coins,  the  Philadelphia  and  Denver 
mints  and  the  San  Francisco  Assay  Office.  They  also  distribute  the 
newly  minted  coins  for  general  circulation  through  the  facilities  of 
the  Federal  Reserve  and  the  Treasury  in  Washington.  These  facilities 
also  return  to  the  mints  coins  which  are  uncurrent,  that  is,  after  they 
have  been  withdrawn  by  the  commercial  banks  of  the  country  when 
too  worn  to  continue  in  active  circulation. 

The  U.S.  Mint  also  manufactures  foreign  coins.  It  is  noted  that 
many  countries  have  no  government  mints  of  their  own.  Others  which 
have  mints  may  at  times  be  unable  to  meet  their  current  requirements. 
Such  countries,  therefore,  obtain  their  coinage  from  another  govern- 
ment. In  recognition  of  these  circumstances,  the  Congress  of  the 
United  States  enacted  legislation  in  1874  which  permits  the  coinage 
facilities  of  the  U.S.  Government  to  be  made  available,  on  a  reimburs- 
able basis,  for  the  manufacture  of  the  national  coins  of  foreign  govern- 
ments (31  U.S.C.  367).  Many  countries,  located  in  North,  Central, 
and  South  America,  Europe,  Africa,  Asia,  and  Oceania,  have  availed 
themselves  of  U.S.  facilities  and  technical  services. 

The  Engraving  Division  in  Philadelphia  makes  all  master  dies, 
working  dies,  hubs,  etc.  required  for  the  production  of  coins  at  all 
operating  plants.  Mint  engravers  also  design  and  make  medals  in 
gold,  silver,  and  bronze.  Included  are  medals  authorized  by  Congress 
in  commemoration  of  historic  events  and  distinguished  achievements; 
and  other  special  medals,  decorations,  and  awards.  Many  bronze 
medals  are  sold  to  the  public  by  the  Philadelphia  Mint.  Among  the 
most  popular  is  the  Presidential  series  initiated  during  the  term  of 
George  Washington. 

Bullion  containing  gold  and  silver  is  received  by  the  mints  and  assay 
offices  in  unrefined  and  refined  forms  from  both  domestic  and  foreign 
sources.  The  depositors  include:  individuals;  private  companies;  U.S. 


1  Additional  iolbrmation  is  contained  in  tiie  separate  "Annual  Report  of  the  Director  of  the  Mint." 
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Government  agencies;  the  U.S.  Exchange  Stabilization  Fund;  foreign 
monetary  authorities,  including  central  banks  and  treasuries;  and 
international  monetary  agencies  such  as  the  International  Monetary 
Fund  and  the  Bank  for  International  Settlements.  After  assay,  the 
gold  and  silver  are  paid  for  either  in  U.S.  funds  or  in  fine  U.S.  Mint 
bars,  based  on  these  assays.  The  bullion  is  processed  by  melting,  part- 
ing, refining,  and  then  manufactured  into  various  sized  gold  bars  and 
silver  barsln  "good  delivery"  form,  that  is,  suitable  for  use  in  the 
settlement  of  international  balances  and  the  world  markets,  or  storage 
in  the  various  mint  field  installations.  The  New  York  Assay  Office 
operates  an  electrolytic  refinery  for  refining  gold  and  sUver;  platinum 
group  metals  are  a  byproduct  of  these  operations. 

The  gold,  silver,  coinage  metals,  coins  in  various  stages  of  produc- 
tion, and  the  inventory  of  finished  coins  are  valued  at  many  billions 
of  dollars.  The  diversified  operations,  physical  custody,  and  movement 
of  values  between  the  mints,  assay  offices,  and  bullion  depositories 
require  continuous  safeguarding  for  which  sophisticated  security 
systems  are  maintained. 

In  order  to  meet  the  added  responsibilities  of  the  Director  of  the 
Mint,  the  laboratory  in  Washington  was  enlarged  and  modernized 
during  the  last  several  years.  Some  of  the  functions  of  the  laboratory, 
where  the  overall  scientific  work  of  the  Bureau  is  performed,  encompass 
the  following: 

(1)  Forensic- — determination  of  the  status  and  condition  of  ques- 
tioned coins,  by  nondestructive  means. 

(2)  Applied  research  and  development- — investigation  of  new  rna- 
terials  for  use  in  coinage;  investigation  of  new  methods  for  achieving 
quality  control. 

(3)  Maintenance  of  quality  control^through  surveillance,  provides 
for  the  maintenance  of  standard  methods,  procedures,  and  equipment 
in  the  several  mint  laboratories  for  analytical  and  other  quality 
control  activities, 

(4)  Quality  assurance- — by  means  of  the  routine  testing  of  issued 
coins  and  samples  of  other  mint  products,  including  analytical,  me- 
chanical, metallographic,  and  metrological  tests,  assures  the  conform- 
ity with  coinage  statutes  and  mint  regulations  of  all  mint  products. 

Modern  instrumentation  to  best  meet  volume  production  and  new 
types  of  coins  was  required  by  the  mint  laboratory.  The  installation 
of  the  following  equipment  to  accomplish  this  was  completed  during 
fiscal  1967. 

A.  A  Microprobe  X-ray  Analyzer. — This  permits  the  nondestructive 
analysis  of  questioned  coins  necessary  for  the  preparation  of  evidence 
in  cases  involving  counterfeit  and  altered  coins. 

B.  An  X-ray  Fluorescence  Spectrometer. — This  affords  ^  the  high- 
speed quantitative  determination  of  the  average  composition  of  clad 
metal  coins,  using  dissolved  samples  of  the  composites.  It  also  provides 
for  the  nondestructive  analysis  of  the  separate  components  in  clad 
metal  coins. 

C.  An  Atomic  Absorption-Flame  Emission  Unit. — This  provides  for 
the  quantitative  determination  of  minor  or  trace  element  constituents 
of  coinage  metals. 

The  coinage  institutions  are  also  equipped  with  X-ray  fluorescence 
spectrometers  and  atomic  absorption-flame  emission  units. 
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Standard  mint  fire  assay  and  wet  chemical  methods  continue  to 
be  used  for  the  quantitative  determination  of  gold  and  silver.  It  is 
expected  that  the  new  equipment  and  procedures  will  entirely  supplant 
standard  electrolytic  and  wet  chemical  methods  used  for  quantitative 
determination  of  nonprecious  coinage  metals. 

Production  of  U.S.  coins 

With  the  coinage  output  exceeding  9  billion  pieces  in  fiscal  1967, 
the  mint  set  a  new  production  record  for  the  seventh  consecutive 
fiscal  year.  The  three  coinage  plants  processed  approximately  36,500 
short  tons  avoirdupois  of  metals  into  the  finished  coins,  thus  in- 
creasing the  Nation's  supply  of  fractional  money  more  than  $962 
million.  The  distribution  of  denominations  reflected  current  require- 
ments of  the  economy.  However,  the  1-cent  coins,  as  for  many  years, 
were  the  most  largely  produced  and  accounted  for  40  percent  of  the 
total  number  of  pieces  minted.  Dimes  accounted  for  34  percent; 
quarter  dollars,  20  percent;  half  dollars,  4  percent;  and  5-cent  pieces, 
2  percent.  This  contrasted  somewhat  from  the  distribution  of  the 
8.7  billion  pieces  struck  in  1966,  which  ranked  as  follows:  1-cent 
pieces,  32  percent;  dimes,  29  percent;  quarter  dollars,  25  percent; 
5-cent  pieces,  12  percent;  and  half  dollars,  2  percent. 

All  subsidiary  coins  made  were  the  composite  type  authorized  by 
the  Comage  Act  of  1965  (31  U.S.C.  391). ^  Details  of  coins  produced 
during  the  year  follow : 

Production  of  U.S.  coins,  fiscal  year  1967^ 


Denomination 

Standard 
weight 

Diameter 

Thickness 

Metallic  composition 

Coins 
produced 

Face 
value 

1-cent  pieces 

5-cent  pieces 

Dimes 

Quarter  dollars 

Half  dollars 

Grams 
3.11 
5 
2.268 

5.67 
11.5 

Inches 
0.750 
.835 
.705 

.955 
1.205 

Inches 
0.062 
.078 
.053 

.067 
.086 

Percent 

95  copper,  5  zinc 

75  copper,  25  nickel 

Outer  cladding  75  copper, 

25  nickel;  inner  core 

pure  copper. 

do 

Outer  cladding  80  silver, 

20  copper;  inner  core 

approximately  20  silver, 

80  copper.s 

In  millions 
3, 619.  8           $36. 2 

205.  7             10. 3 
3, 094. 0           309.  4 

1,818.3           454.6 
303. 4           151. 7 

Total 

3  9,041.2 

962.2 

>  Includes  2,968,734  special  mint  sets  (14,843,670  individual  coins  with  face  value  of  $2,701,547.94). 
2  Average  silver  content  of  the  clad  half-dollar  is  40  percent. 
'  Gross  weight  of  coinage  36,489  short  tons. 

Issue  and  stock  of  U.S.  coins 

Special  congressional  hearings  relative  to  the  nationwide  shortage 
of  coins  were  first  held  in  1964.^  In  the  interim  3-year  period  the 


'  Composite  coins  are  described  in  the  1965  nnnual  report  on  pages  131  and  316. 

» PubUc  hearings  were  held  by  the  Legal  and  Monetary  Affairs  Subcommittee  of  the  Committee  on 
Government  Operations,  House  of  Representatives,  on  June  30,  July  1  and  2,  1964,  Feb.  16  and  17,  1965, 
and  Feb.  8, 1966. 
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Philadelphia  and  Denver  Mints  and  the  San  Francisco  Assay  Office 
have  shipped  over  20  billion  fractional  coins  into  circulation  channels. 
The  distribution  by  denomination  and  fiscal  year  is  set  forth  in  the 
accompanying  table. 


Denomination 


Issue  of  U.S.  fractional  coins  • 
Number  of  pieces  (in  millions) 


Fiscal  year      Fiscal  year     Fiscal  year 
1965  1966  1967 


Total 
pieces 


Total  face 
value  (in 
millions) 


1-centpieces 3,717.2  2,786.5  3,629.3  10,133.0  $101.3 

5-cent  pieces 1,578.0  829.1  245.7  2,652.8  132.7 

Dimes 1,036.2  1,708.7  896.4  3,641.3  364.1 

Quarter  dollars 715.8  1,836.3  707.2  3,259.3  814.8 

HalfdoUars 194.6  196.8  302.4  693.8  346.9 

Total 7,241.8  7,357.4  5,781.0  20,380.2  1,759.8 


1  The  initial  distribution  of  clad  coins  authorized  by  Public  Law  89-81,  July  23, 1965,  was  as  follows:  No- 
vember 1965,  quarter  dollars;  March  1966,  half  dollars  and  dimes. 

The  total  stock  of  U.S.  coins,  estimated  by  the  Office  of  the  Director 
of  the  Mint,  is  updated  at  the  close  of  each  month  to  reflect  the  addi- 
tion of  coins  manufactured  during  the  month,  the  reduction  of  uncur- 
rent  (worn)  coins  returned  to  the  mints,  and  allowance  for  general  dis- 
appearance, etc.  The  net  increase  in  the  stock  on  selected  dates  over 
the  past  10  fiscal  years  is  shown  below. 


Stock  on  June  30 

Face  value  (in  miUious) 

Standard 
silver 
dollars  • 

Fractional 
coins 

Total  stock 
of  coins 

1957 

$488 

$1,867 
2,111 
3,229 
4,191 
5,148 

3,281 

$2, 35fi 

1960. 

488 

2,599 

1965. 

485 

3,713 

1%6 

485 

4,675 

1967 

485 

5,633 

Net  increase  or  decrease  (— ).. 

-4 

3,277 

•  No  silver  dollars  have  been  manufactured  since  September  1935. 


A  total  of  45.6  billion  new  subsidiary  and  minor  coins  have  been 
added  to  the  national  stock  of  coins  during  the  last  10  fiscal  years.  The 
yearly  growth  in  newly  minted  fractional  coins  is  shown  in  the  ac- 
companying chart. 
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Foreign  coinage 

The  U.S.  Assay  Office  at  San  Francisco  manufactured  2,176,206 
foreign  coins  for  the  Republics  of  Panama  and  the  Philippines  during 
the  fiscal  year  1967.  Six  denominations  were  made  for  the  Government 
of  Panama,  including  the  balboa  and  five  fractional  coins.  The  frac- 
tional coins  correspond  exactly  in  size,  weight,  and  composition  to 
coins  of  the  United  States  made  in  1967,  which  are  described  in  the 
U.S.  production  table.  The  balboa  coin  corresponds  to  the  present 
U.S.  standard  silver  doUar.  It  is  composed  of  an  alloy  of  900  parts  of 
silver  and  100  parts  of  copper,  and  has  a  gross  weight  of  412.5  grains  or 
26.73  grams.  The  number  of  Panamanian  coins  produced  was  as  follows. 


Panamanian  coins 


Number  of 
pieces 


Metallic  composition 


1  balboa 12,701  Silver  alloy,  90%  fineness. 

}^  balboa _ 1,012,701  Silver  clad,  average  40%  fineness. 

\i  balboa 12,701  Cupronickel  clad  on  copper. 

Mo  balboa _ -.. - 1,012,701           Do. 

5  centesimos 12,701  75%  copper,  25%  nickel. 

1  centesimo 12,701  95%  copper,  5%  zinc. 

Total 2,076,206 


One  hundred  thousand  sUver  coins  in  the  1  peso  denomination 
were  made  for  the  Philippines.  The  weight  of  the  peso  is  412.5  grains 
or  26.73  grams  and  the  composition,  an  aUoy  of  900  parts  of  silver  and 
100  parts  of  copper.  These  specifications  also  correspond  to  the 
standard  silver  dollar  coin  of  the  United  States. 

Gold  and  silver  operations  at  the  Mint  institutions 

Over  8,100  bullion  deposits  containing  gold  and  silver  were  made  at 
the  mints  and  assay  offices  during  the  fiscal  year  1967.  These  transac- 
tions required  approximately  81,000  assay  determinations. 

The  gold  content  of  the  deposits  amounted  to  2.7  million  fine  troy 
oimces  with  a  value  of  $94.5  million.  The  sources  were  newly  mined 
domestic  production,  scrap  gold  from  domestic  depositors,  and  bullion 
of  foreign  origin ;  the  latter  consisted  of  imports  received  directly  from 
abroad  and  also  gold  released  by  foreign  governments  from  their 
accounts  in  New  York. 

Withdrawals  of  gold  for  authorized  purposes  totaled  14.6  million  fine 
ounces  valued  at  $512.6  million.  Included  were  gold  bars  containing 
5.4  million  ounces  valued  at  $190.3  million  issued  for  domestic, 
industrial,  professional,  and  artistic  use;  and  9.2  million  ounces  valued 
at  $322.3  million  issued  for  monetary  pm-poses,  of  which  $300  million 
were  for  the  special  gold  accounts  of  the  Secretary  of  the  Treasury  and 
the  Treasurer  of  the  United  States.  In  addition  to  the  usual  transfers 
of  gold  between  mints  and  assay  offices,  14.5  million  ounces  valued  at 
$507  million  were  moved  from  the  Fort  Knox  Depository  to  the  New 
York  Assay  Office. 

A  total  of  3.4  million  fine  troy  ounces  of  silver  bullion  was  received 
by  the  mints  and  assay  offices  in  1967.  The  deposits  included  silver 
contained  in  newly  mined  domestic  gold,  imported  gold,  scrap  gold, 
silver  scrap  from  domestic  sources,  and  silver  in  uncurrent  (wornout) 
U.S.  sUver  coins  withdrawn  by  the  commercial  banks  of  the  United 
States  and  returned  through  Federal  Reserve  facilities. 
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The  withdrawal  of  silver  bullion  in  fiscal  1967  amounted  to  235.4 
million  fine  ounces,  of  which  44.8  million  ounces  were  processed  by 
Denver  and  San  Francisco  into  303.4  million  silver  clad  U.S.  half 
dollars.  The  issues  of  190.4  million  ounces  included  2  million  ounces 
exchanged  for  deposits  of  unrefined  silver;  158.1  million  ounces 
exchanged  at  New  York  and  San  Francisco  Assay  Offices  for  silver 
certificates;  and  30.3  million  ounces  which  represented  miscellaneous 
sales,  operative  wastage,  etc. 

The  following  table  summarizes  the  net  withdrawals  of  gold  and 
silver  bullion  from  the  mints  and  assay  offices  and  the  total  quantity 
held  at  the  beginning  and  close  of  the  fiscal  year  1967. 

Gold  Silver 


Monetary  bullion  (excluding  intemiint  transfers)    Fine  ounces         Value         Fine  ounces         Value 


In  millions 


Holdings  on  June  30,  1966 - 366.6  $12,830.2  633.7  $819.3 

Receipts  in  fiscal  1967. 2.7  94.5  3.4  4.5 

Issues  in  fiscal  1967.- 14.6  512.6  235.4  304.5 

Holdingson  June  30,  1967.. 354.6  12,412.2  401.7  519.4 

Netchange -11.9  -418.1  -232.0  -299.9 

Revenue  deposited  into  the  general  fund  of  the  Treasury 

During  the  fiscal  year  1967,  mint  revenues  deposited  into  the  general 
fund  of  the  Treasury  totaled  $845  million.  This  was  29  percent  more 
than  last  year,  or  an  increase  of  $189.5  million.  The  revenue  items  for 
fiscal  years  1966  and  1967  are  included  in  the  following  table. 

In  miUions  of  dollars 
Revenue  deposited  into  the  general  fund  of  the  Treasury 


1966  1967 


Seigniorage: 

Minor  coinage  (10,  50) 

Subsidiary  0.900  fine  silver  coinage  (10ft,  250,  500) 

Cupronickel-clad  coinage  (100,  250).. 

Silver-clad  coinage  (500) 

Silver 

Total  seigniorage » 

Handling  charges  on  gold  bullion. 

other  bullion  charges. 

Sales  of  special  Mint  sets,  etc. 

All  other.. 

Total  deposited. 655.5  845.0 

*Less  than  $0.1  million. 

>  Seigniorage  accruing  from  8,686.5  million  coins  manufactured  in  fiscal  1966  and  9,041.2  million  coins  in 
fiscal  1967. 

Monetary  assets  and  liabilities 

Total  monetary  assets  of  the  mints,   assay  offices,   and  bullion 
depositories  amounted  to  $14  billion  on  June  30,  1966,  and  $13.7 


62.8 

34.0 

19.0    .. 

546.0 

717.8 

15.2 

82.3 

6.5 

(•) 

649.5 

834.1 

.6 

.6 

.7 

1.0 

4.7 

9.  2 

(*) 

.1 
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billion  on  June  30,  1967,  The  composition  of  assets  and  liabilities  for 
each  date  is  set  forth  in  the  statement  below. 

In  millions  of  dollars 
Item  


June  30, 1966    June  30, 1967 


Assets 

Gold  bullion 12,830.3            12,412.2 

Silver  bullion '819.S  519.4 

Subsidiary  coin 158.0  652.1 

Minor  coin 11.1  8.8 

Coinage  metal  other  than  silver '146.1  133.7 

other  miscellaneous... (•)  .1 


Total  assets '13,964.8  13,726.2 

Liabilities 

Bullion  fund '13,803.6  13,558.8 

Coinage  metal  fund  ' 159. 0  164. 4 

Other  miscellaneous 2.2  2.9 


Total  liabilities '13,964.8  13,726.2 

'  Revised. 

*Less  than  $0.1.  million. 

»  Authorized  by  the  Coinage  Act  of  July  23, 1965  (31  U.S.C.  340). 

Gold  and  silver  production  and  consumption  in  the  United  States 

The  Government  and  a  number  of  private  companies  in  the  United 
States  operate  plants  for  the  metallurgical  recovery  of  fine  gold  and 
silver  from  unrefined  bullion  and  ores.  The  combined  output  of  these 
plants  is  the  total  U.S.  refinery  production  and  it  represents  the  U.S. 
contribution  of  gold  and  silver  which  actually  becomes  available  for 
monetary  and  nonmonetary  purposes.  A  considerable  period  may 
elapse  from  the  time  the  various  kinds  of  crude  ores  containing  gold 
and  sUver  are  mined,  milled,  and  smelted  until  the  refined  precious 
metals  are  finally  available. 

The  OflB.ce  of  the  Director  of  the  Mint  conducts  an  overall  survey 
of  refining  operations  in  the  United  States  for  the  purpose  of  deter- 
mining the  combined  output  of  gold  and  silver  which  is  ultimately 
recovered.  Refinery  production  data  are  also  distributed  according 
to  source.  Governmental  and  private  plants  receive  and  process 
materials  from  both  domestic  and  foreign  sources.  In  addition  to  the 
primary  metals,  secondary  materials  also  are  received,  including  gold 
and  silver  bearing  scrap  returned  from  artistic,  professional,  and 
industrial  users.  The  accounts  and  records  of  all  processors  are  cor- 
related and  the  final  product  classified  according  to  the  different 
sources.  A  further  refinement  of  newly  mined  domestic  production 
data  is  the  distribution  according  to  the  various  States  of  origin. 

Once  each  year,  on  a  calendar  year  basis,  the  Office  of  the  Director 
of  the  Mint  issues  a  statistical  report  showing  the  States  of  origin 
and  amounts  of  newly  mmed  domestic  gold  and  silver  produced  by 
refineries  in  the  United  States. 

During  the  calendar  year  1966,  the  refinery  production  of  newly 
mined  gold  for  the  United  States  totaled  1,801,600  fine  ounces,  a 
7,5-percent  gain  over  1965.  Output  of  the  16  producing  States  ranged 
from  3  ounces  for  the  smallest  to  633,900  ounces  for  South  Dakota, 
the  leading  State  of  production  for  many  years.  As  in  the  previous 
year,  Utah  and  Nevada  ranked  second  and  third,  accounting  for  23 
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and  20  percent  of  the  total,  respectively.  The  combined  output  of 
these  three  States  amounted  to  1,408,900  fine  ounces,  or  78  percent 
of  the  U.S.  total. 

The  refinery  production  of  newly  mined  domestic  silver  in  1966 
amounted  to  42,500,000  fine  ounces,  an  increase  of  9  percent  over 
1965.  There  was  a  wide  variation  among  the  22  States,  ranging  in 
the  recovery  of  a  fractional  ounce  for  the  lowest  producing  State  to 
18,950,000  ounces  for  Idaho,  the  largest.  Three  States,  as  for  gold, 
accounted  for  78  percent  (33,206,400  ounces)  of  the  U.S.  total  silver 
output.  They  were  Idaho,  45  percent,  Utah,  18  percent,  and  Arizona, 
15  percent. 

The  following  table  compares  the  refinery  production  of  gold  and 
silver  for  1965  and  1966. 


U.S.  gold  production 


U.S.  silver  production 


Calendar  year 


Fine 
Number  of  ounces 
producing 

States        


Value  at 
$35  per 
ounce 


Number  of 
producing 

States 


Fine         Value  at 
ounces         $1.29429 
per  ounce  • 


In  millions 

In  millions 

1966 

1965 

16 
15 

1. 8                $63. 0 
1.  7                  58.  6 

22 
24 

42. 5                  $55. 0 
39. 0                   50.  5 

Increase  or  decrease  (— ) 

1 

.1                   4.4 

-2 

3.  5                      4.  5 

>  The  market  quotation,  $1,293  per  ounce  999/1,000  fine,  is  equivalent  to  $1.29429  per  fine  ounce. 

The  mints,  assay  offices,  and  private  refiners  which  process  gold  and 
silver  are  also  the  primary  suppliers  of  these  metals  for  industrial,  pro- 
fessional, and  artistic  uses  in  the  United  States.  The  Office  of  the 
Director  of  the  Mint  compiles  this  information  annually.  Data  for 
1965  and  1966  are  shown  in  the  following  table. 


Gold                        Silver 

Industrial  consumption  in  the  United  States 

1965            1966           1965           1966 

Fine  ounces  in  millions 

Total  bullion  issued  by  mints,  assay  offices,  and  private  refiners... 
Scrap  materials  received  by  the  above  ^  

6.  6             7. 8       »  198. 0          1  210.  0 
1.3             1.7           61.0             60.0 

Net  issues  (industrial  consumption) 

5.3             6.1          137.0            150.0 

•  Does  not  include  silver  used  in  coinage. 

2  Consists  of  old  jewelry,  art  objects,  dental  materials,  silverware,  scrap  film,  and  other  secondary  materials 
returned  from  domestic  industrial  uses.  Scrap  is  either  sold  to  govermnental  and  private  processors,  or  de- 
posited in  exchange  for  fine  gold  and  silver.  Silver  in  coinage  scrap  resulting  from  the  Government's  coinage 
operations  is  not  included  in  the  fi.gures. 

Bureau  of  Narcotics 

The  Bureau  of  Narcotics  administers  Federal  laws  controlling 
narcotic  drugs  and  marihuana,  and  can-ies  out  the  responsibilities  of 
the  Government  under  the  international  conventions  and  protocols 
relating  to  these  drugs. 

Bureau  responsibility  for  regulating  the  legitimate  supplies  of  nar- 
cotic drugs  for  medical  and  scientific  purposes  involves  supervision  of 
U.S.  imports  and  exports  of  these  drugs,  and  control  of  the  manu- 
facturing and  domestic  trade  in  them  to  prevent  diversion  into  illicit 
channels.  Enforcement  duties  include  apprehension  of  interstate  and 
international  violators  of  narcotic  and  marihuana  laws  and  coopera- 
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tion  with  State  and  local  law  enforcement  agencies.  At  the  request  of 
foreign  police  authorities,  Bureau  agents  assist  in  mutually  beneficial 
investigations  of  international  traffickers.  Further  acceleration  of  the 
expanded  program  in  cooperation  with  foreign  countries  notably 
affected  smuggling  of  narcotic  drugs  into  the  United  States  during  the 
fiscal  year  1967, 

Cost  reduction  and  management  improvement 

During  fiscal  1967,  the  Bureau  was  able  to  save  $35,000  from  the 
current  program  by  delaying  the  fiUing  of  an  increasing  number  of 
personnel  vacancies;  by  drastically  reducing  attendance  at  conferences; 
by  eliminating  unnecessary  travel;  and  by  eliminating  some  desirable, 
but  nonessential  procurement. 

Training 

Emphasis  on  the  interagency  program  of  training  continued  with  33 
persons  participating  in  various  programs  including  technical,  man- 
agerial, and  supervisory  instruction.  Bureau  officials  attending  the 
planning,  programing,  and  budgeting  seminars  broadened  their  insight 
concerning  current  developments  in  administrative  matters.  Participa- 
tion in  this  program  is  continuing. 

The  Bureau  of  Narcotics  Training  School  conducted  nine  sessions  in 
fiscal  1967.  Seven  sessions  were  held  in  Washington,  D.C,  and  one 
each  in  Long  Beach,  Calif.,  and  New  York  City.  A  total  of  470  local 
and  State  law  enforcement  officers  were  trained  in  narcotic  controls  at 
these  sessions. 

Bureau  agents  conducted  a  special  2-week  course  during  fiscal  1967 
on  narcotic  control,  dealing  specifically  with  the  abuse  of  cocaine, 
heroin,  and  marihuana.  The  course,  held  in  cooperation  with  the 
International  Police  Academy  of  the  Agency  for  International  Devel- 
opment, was  taught  in  Spanish  as  part  of  the  Bureau's  intensive 
program  of  cooperation  with  the  Latin  American  countries. 

During  fiscal  1967,  the  Bureau  of  Narcotics  continued  to  participate 
in  special  workshops  and  seminars  on  narcotic  training  and  education. 
Special  seminars  attended  by  697  local  and  State  law  enforcement 
officers  were  conducted  in  Newark,  N.J.,  Union  County,  N.J.,  Buffalo, 
N.Y.,  Norman,  Okla.,  and  Hershey,  Pa. 

The  school  staff  lectured  regularly  before  the  U.S.  Air  Force  Office 
of  Special  Investigations,  the  Federal  Bureau  of  Investigation's  Na- 
tional Academy,  the  Harvard  School  of  Legal  Medicine,  the  Bureau  of 
Drug  Abuse  Control,  the  International  Police  Academy,  and  AID. 

During  the  fiscal  year.  Bureau  officials  addressed  621  groups 
consisting  of  approximately  46,750  persons. 

An  exhibit  relating  to  Bureau  responsibilities  was  presented  to  the 
annual  convention  of  the  American  Pharmaceutical  Association  in 
Las  Vegas,  Nev.,  which  was  attended  by  more  than  5,000  persons. 
Bureau  agents  were  available  to  discuss  registrants'  responsibilities 
and  distribute  literature.  In  addition,  smaller  exhibits  were  displayed 
at  various  State  and  local  conventions  and  meetings. 

The  demand  for  information  about  narcotic  drugs  and  marihuana 
increased  during  fiscal  1967.  The  Bureau  supplied  over  66,874  publica- 
tions as  a  public  service  to  students,  teachers,  parents,  libraries, 
individuals,  and  agencies,  compared  to  45,306  in  the  previous  year. 
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Enforcement  activities 

Investigations  by  Bureau  agents  of  the  international  narcotic  traffic 
which  affects  the  United  States  continued  on  an  intensive  basis  in 
cooperation  with  poUce  authorities  of  many  countries.  Examples  of 
exceptionally  significant  cases  are  reported  below. 

Narcotic  and  customs  agents  working  jointly  arrested  a  woman  who 
was  attemping  to  smuggle  10  kilograms  of  cocaine  into  the  United 
States  on  her  arrival  at  New  York  from  Chile.  Later,  seven  additional 
defendants  were  implicated  and  convicted  of  conspiracy.  Following 
leads  from  the  case,  a  U.S.  narcotic  agent,  with  the  cooperation  of 
Chilean  police,  began  an  undercover  approach  to  the  source  of  supply 
in  ChUe.  As  a  result,  Chilean  authorities  arrested  three  persons  when 
they  delivered  5  kilograms  of  cocaine  to  the  narcotic  agent.  Additional 
investigation  led  Chilean  police  to  discover  and  seize  a  large  clandestine 
laboratory. 

A  narcotic  agent  in  La  Paz,  Bolivia,  assisted  authorities  in  the 
arrest  of  two  defendants  and  seizure  of  1  kilogram  of  cocaine.  Con- 
tinuing the  investigation,  the  agent  and  Bolivian  police  later  seized  4 
more  kilograms  of  cocaine  and  arrested  two  additional  defendants 
who  led  them  to  a  clandestine  laboratory.  The  chemist  and  his  two 
assistants  were  arrested  at  the  laboratory  in  La  Paz  where  20  grams  of 
cocaine  were  seized.  Three  additional  defendants  were  arrested  the 
same  day  at  a  second  illicit  laboratory  where  Bolivian  officers  uncovered 
approximately  1  ton  of  coca  leaf  residue. 

A  narcotic  agent  and  the  French  Police  Judiciaire  concluded  an 
investigation  late  in  1965  by  arresting  three  members  of  an  important 
smuggling  organization  and  seizing  7  kilograms  of  heroin.  Authorities 
in  Paris  and  MarseOle  continued  to  investigate  the  operation,  and 
learned  of  plans  to  ship  narcotics  to  the  United  States  via  a  seaman 
courier  aboard  the  French  vessel  Charles  Tellier.  On  the  day  of  the 
ship's  departure  French  authorities  at  Le  Havre  arrested  the  seaman 
and  French  Customs  seized  5  kilograms  of  heroin  concealed  aboard 
the  ship. 

Turkish  police  and  narcotic  agents  worked  together  and  within  1 
month  seized  a  total  of  1,464  kilograms  of  opium  (approximately  IK 
metric  tons)  and  arrested  27  defendants. 

A  narcotic  agent  in  Istanbul,  Turkey,  developed  information  about 
a  smuggling  operation  between  Istanbid  and  Marseille,  France.  The 
Marseille  Narcotic  Group  of  the  Surete  Nationale  moved  to  control 
the  movements  of  the  suspects  in  Marseille,  Cannes,  and  Nice.  French 
Customs  in  St.  Julien,  a  French  frontier  point  on  the  route  to  Geneva, 
were  alerted  to  watch  for  a  truckload  of  watermelons.  French  authori- 
ties and  the  U.S.  narcotic  agent  searched  the  truck  carrying  6  tons  of 
watermelons  and  uncovered  500  kilograms  of  opium  and  50  kilograms 
of  morphine  base  hidden  in  a  secret  compartment. 

Turkish  police  and  a  narcotic  agent  discovered  a  clandestine 
morphine  base  laboratory  in  a  farmhouse  near  Manisia  and  seized 
17  kilograms,  420  grams  of  morphine  base,  and  83  kilograms  of  opium. 
The  chemist  and  two  assistants  were  arrested  after  one  attempted 
to  resist  mth  an  automatic  pistol,  but  was  disarmed  before  he  could 
use  his  weapon. 

Investigation  conducted  by  narcotic  agents  and  the  Thailand 
Central  Bureau  of  Narcotics  was  concluded  in  Bangkok,  Thailand, 
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with  the  arrest  of  one  defendant  and  the  seizure  of  more  than  25 
kilograms  of  "999"  morphine  base. 

A  narcotic  agent,  assisting  the  Syrian  poHce,  helped  to  arrest  three 
brothers  as  they  delivered  approximately  20  kilograms  of  morphine 
base  to  an  undercover  agent.  Information  developed  from  this  case 
led  to  the  arrest  of  another  part  owner  of  the  morphine  base. 

Using  information  supplied  by  a  U.S.  narcotic  agent  in  Paris, 
the  Royal  Canadian  Mounted  Police  and  narcotic  agents  arrested 
three  defendants  possessing  a  total  of  6  kilograms  of  heroin  as  they 
arrived  at  the  Montreal  International  Airport  from  Paris.  Another 
defendant  in  the  same  case  was  apprehended  later  at  the  Montreal 
airport. 

Narcotic  agents  assisted  Turkish  police  to  arrest  two  Turkish  citizens 
and  seize  466  kilograms  of  opium  at  Osmanoglu  Village,  Amaysa 
Province,  in  April  1967. 

French  police  and  narcotic  agents  combined  forces  to  seize  56 
kilograms  of  morphine  base  and  arrest  two  defendants  at  Marseille, 
France,  as  they  transferred  the  contraband  from  the  Turkish  passenger 
vessel  S/S  Karadeniz.  In  searching  the  ship  these  authorities  found  an 
additional  30  kilograms  of  morphine  base  concealed  in  the  kitchen 
and  93  kilograms  of  opium  hidden  in  the  crew's  quarters.  Four 
additional  suspects  were  arrested. 

Narcotic  agents  and  French  police  began  the  investigation  of  a 
smuggling  organization  in  May  1966.  In  March  1967  6  kilograms  of 
heroin  ready  for  shipment  to  the  United  States  were  seized  in  Paris. 
Another  6  kilograms  of  heroin  were  transported  to  the  United  States 
in  the  company  of  a  French  police  officer.  Upon  arrival  in  the  United 
States  the  next  day  a  narcotic  agent  delivered  dummy  packages  to 
the  collaborator  who  was  immediately  arrested.  Six  additional 
defendants  were  arrested  for  their  roles  in  this  case. 

An  outstanding  example  of  international  cooperation  involved 
1  year  of  intensive  investigation  and  cooperation  by  five  different 
national  law  enforcement  agencies.  From  leads  supplied  by  U.S. 
narcotic  agents,  Australian  Commonwealth  Police  in  Sydney  un- 
covered information  about  a  ring  of  three  Australians  who  smuggled 
heroin  from  Hong  Kong  into  the  United  States  using  false  travel 
documents  and  various  aliases,  in  almost  continuous  travel.  Police 
in  Sydney,  Hong  Kong,  and  London,  as  well  as  the  British  customs 
and  narcotic  agents  traced  the  suspects'  movements  to  Honolulu 
where  they  closed  in,  seizing  2  pounds  of  pure  heroin  and  arresting 
one  of  the  trio.  Seven  other  suspects  were  quickly  arrested  in  New  York 
and  Miami,  Fla.,  and  10  additional  collaborators  in  the  conspiracy 
were  arrested  by  the  Australian  Commonwealth  Police. 

During  fiscal  1967,  Bureau  of  Narcotics  agents  assisted  foreign 
authorities  in  the  seizure  of:  3,599.064  kilograms  of  narcotic  drugs 
and  771.5  kilograms  of  marihuana.  Narcotic  agents  in  the  United 
States  seized  a  total  of  80.313  kilograms  of  narcotic  drugs  and  2,782,13 
kilograms  of  marihuana  from  the  illicit  traffic  within  the  country 
during  the  same  fiscal  year. 

The  following  table  shows  the  number  of  violations  of  the  narcotic 
laws  reported  by  Federal  narcotic  enforcement  officers. 


124   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Number  of  violators  of  the  narcotic  and  marihuana  laws  ■prosecuted  during  the  fiscal 
year  1967,  with  their  dispositions  and  penalties 
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Average  sentence  of 
imprisonment: 
1967 

3 

10 

6 
5 

1 

7 

4 
3 

9 

3 
4 

2 

3 
3 

2 

1966 

2 

Average  fine  per 
conviction: 
1967 

$195 
5 

$45 
86 

$53 
130 

$78 

1966 

159 

Control  of  manufacture  and  medical  distribution 

The  Bureau  issues  permits  for  imports  of  the  crude  materials,  for 
exports  of  finished  drugs,  and  for  the  intransit  movement  of  narcotic 
drugs  and  preparations  passing  through  the  United  States  from  one 
foreign  country  to  another.  It  supervises  the  manufacture  and  dis- 
tribution of  narcotic  medicines  within  the  United  States  and  has 
authority  to  Hcense  the  growing  of  opium  poppies  to  meet  the  medic- 
inal needs  of  the  country  if  and  when  their  production  might  become 
necessary  in  the  public  interest. 

The  operational  authority  of  the  Bureau  derives  from  the  following 
statutes:  5  U.S.C.  258a,  282-2S2c;  18  U.S.C.  1401-1407;  21  U.S.C. 
171-184a,  188-188n,  197-199,  501-517;  26  U.S.C.  4701-4762,  4771- 
4774,  7237,  and  7607;  and  49  U.S.C.  781-788. 

During  fiscal  1967  the  Bureau  of  Narcotics  issued  44  permits  to 
import  crude  opium  and  coca  leaves.  To  meet  the  medical  require- 
ments for  opium  derivatives  and  cocaine  and  to  supply  nonnarcotic 
coca  flavoring  extracts,  161,285  kilograms  of  raw  opium  were  imported 
from  India  and  Turkey,  and  209,945  kilograms  of  coca  leaves  from 
Peru. 

A  total  of  849  authorizations  were  issued  for  the  export  of  manu- 
factured narcotics  to  other  countries.  Narcotic  drugs  exported  during 
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fiscal  1967  increased  to  1,759  kilograms  322  grams,  from  1,411  kilo- 
grams 485  grams  exported  during  the  previous  year. 

There  were  2,365  thefts  of  narcotic  drugs,  amounting  to  145,206 
grams,  reported  during  fiscal  1967  from  persons  authorized  to  handle 
the  drugs,  compared  with  2,453  thefts  of  122,643  grams  in  1966. 

During  fiscal  year  1967,  394,283  persons  were  registered  to  engage 
in  lawful  narcotic  and  marihuana  activities. 

International  control  and  cooperation 

The  United  States  is  a  party  to  the  following  conventions,  treaties, 
and  protocols  relating  to  the  international  control  over  narcotic 
drugs  and  marihuana:  The  Opium  Conventions  of  1912  and  1931; 
the  International  Protocols  of  December  11,  1946,  November  19, 
1948,  and  June  23,  1953;  and  the  Single  Convention  on  Narcotic 
Drugs  in  1961.  Additionally,  the  United  States  adheres  to  all  of  the 
provisions,  so  far  as  possible,  of  several  other  international  regimes 
of  control  even  though  we  are  not  signatories. 

On  May  25,  1967,  the  Single  Convention  on  Narcotic  Drugs,  1961, 
was  approved  by  the  U.S.  Government.  An  instrument  of  accession 
was  deposited  at  the  United  Nations,  May  25,  1967,  and  became 
effective  for  the  United  States  on  June  24,  1967, 

Essentially  the  Single  Convention  will:  incorporate  the  salient 
features  of  the  existing  nine  international  treaties;  simplify  the 
international  control  machinery;  and  extend  control  to  the  cultiva- 
tion of  plants  from  which  the  natural  drugs  are  obtained,  namely 
opium,  cannabis,  and  coca  leaves. 

The  convention  will  continue  controls  on  production  of  opium, 
but  has  added  controls  on  harvesting  cannabis,  cannabis  resin,  and 
coca  leaves.  Countries  are  still  obligated  to  use  express  government 
authorizations  in  exporting  and  importing  narcotic  drugs;  report  on 
the  working  of  the  treaty;  and  exchange  laws  and  regulations  passed 
to  implement  the  treaty  through  the  U.N.  Secretary-General. 

Under  the  provisions  of  the  Single  Convention,  the  United  States 
is  obligated  to  take  special  measures  for  control  of  particularly 
dangerous  drugs  (such  as  heroin,  ketobemidone,  and  marihuana)  and 
to  designate,  with  constitutional  limitations,  that  all  intentional 
violations  of  the  treaty's  control  provisions  regarding  cultivation, 
production,  manufacture,  trade,  distribution,  possession,  etc.,  of  nar- 
cotic drugs  and  marihuana  be  punishable  offenses. 

The  Bureau  of  Narcotics  continued  its  participation  in  interna- 
tional meetings  during  the  fiscal  year.  Representatives  attended  the 
Interpol  35th  General  Assembly  at  Berne,  Switzerland,  August  31  to 
September  7,  1966,  to  discuss  various  aspects  of  the  struggle  against 
the  illicit  traffic.  A  Bureau  of  Narcotics  representative  served  as 
consultant  at  the  U.N.  Seminar  on  Narcotics  Control  for  enforce- 
ment officers  in  East  Africa  at  Addis  Ababa,  April  4-12,  1967.  The 
Regional  Meeting  of  Interpol  Representatives  in  Madrid,  Spain, 
May  22-24,  1967,  on  problems  of  illicit  narcotic  traffic  in  that  area, 
also  included  a  Bureau  representative. 

Cooperation  with  States,  counties,  and  local  authorities 

Excellent  cooperation  among  Federal,  State,  and  local  narcotic  law 
enforcement  agencies  continued  in  free  exchange  of  information,  in 
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coordinating  the  investigation  and  prosecution  of  minor  violations, 
and  routine  inspections  by  State  and  local  authorities.  The  Bureau's 
special  seminars  were  held  in  cooperation  with  the  local,  county,  and 
State  agencies  as  a  continuing  effort  in  the  program  of  ''training" 
and  providing  assistance  to  these  agencies. 

Drug  addiction 

The  total  number  of  active  addicts  recorded  by  the  Bureau  as  of 
June  30,  1967,  as  reported  by  Federal,  State,  local,  and  private 
agencies  was  60,697. 

United  States  Coast  Guard 

The  Coast  Guard  is  responsible  for  enforcing  or  assisting  in  the 
enforcement  of  Federal  laws  on  the  high  seas  and  waters  subject  to 
the  jurisdiction  of  the  United  States.  These  laws  govern  navigation, 
shipping,  and  other  maritime  operations,  and  the  related  protection 
of  life  and  property.  The  service  also  coordinates  and  provides  mari- 
time search  and  rescue  facilities  for  marine  and  air  commerce  and 
the  Armed  Forces.  Other  functions  include  promoting  the  safety  of 
merchant  vessels,  conducting  oceanographic  researcli,  furnishing  ice- 
breaking  services,  and  developing,  installing,  maintaining,  and  operat- 
ing aids  to  maritime  navigation.  The  Coast  Guard  has  a  further 
responsibility  for  maintaining  a  state  of  readiness  to  function  as  a 
specialized  service  of  the  Navy  in  time  of  war  or  national  emergenc3^ 

Effective  February  24,  1967,  the  vessel  documentation  and  ad- 
measurement functions  previously  carried  out  by  the  Bureau  of  Cus- 
toms were  transferred  to  the  Coast  Guard  by  Treasury  Department 
Order  No.  167-81.^ 

On  April  1,  1967,  pursuant  to  Public  Law  89-670,  approved  October 
15,  1966,  the  Coast  Guard  joined  the  newly  formed  Department  of 
Transportation  after  having  been  a  i)art  of  the  Treasury  Department 
since  the  inception  of  this  service  in  1790.  For  reasons  of  administrative 
simplicity  where  it  was  not  possible  to  obtain  9-month  data,  this 
report  covers  all  of  fiscal  1967. 
Management  improvement 

The  Coast  Guard  reported  $37,955,000  in  recuiTent  and  one-time 
savings  during  fiscal  year  1967 — more  than  double  that  of  the  previous 
year — via  the  President's  cost  reduction/management  improvement 
program.  Some  of  the  major  actions  are  summarized  below. 

Foremost  among  the  projects  was  a  major  reorganization  of  Coast 
Guard  Search  and  Kescue  facilities  along  the  east  and  gulf  coasts, 
which  residted  in  savings  estimated  at  $14,617,000  stemming  from  a 
number  of  interrelated  actions.  By  acquiring  surplus  Bates  Field  in 
Alabama  from  the  Air  Force,  the  Coast  Guard  obtained  needed  addi- 
tional training  and  operational  facilities  which  made  possible  the  can- 
cellation of  plans  for  building  at  least  one  more  air  station  along  the 
gulf  coast  as  well  as  nullified  the  planned  expansion  of  existing  air 
units. 

The  decision  made  in  fiscal  1966  to  close  the  Coast  Guard  air  stations 
in  Bermuda  and  at  Argentia,  Newfoundland,  with  the  search  and 
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rescue  and  ice  patrol  functions  of  these  units  being  taken  over  by  the 
air  station  at  Elizabeth  City,  N.C.,  was  accomplished  in  fiscal  1967.^ 

During  fiscal  1967  the  Coast  Guard  rehabilitated  two  more  of  its 
icebreakers,  the  CGC  Edisto  and  the  CGC  Souihwind,  extending 
their  service  life  an  estimated  ten  more  years,  thus  eliminating  the 
need  for  construction  of  replacement  vessels.  A  cost  avoidance  of 
$3,360,000  annually  is  estimated,  based  on  the  relative  amortized 
costs  of  the  two  renovated  icebreakers  and  equivalent  new  vessels. 

Improvement  in  supply  management  contributed  substantially  to 
the  cost  reduction  effort,  with  $9,218,000  in  one-time  cost  avoidance 
savings  expected  from  procurement  reductions,  elimination  of  "gold 
plating"  from  procurement  specifications,  trimming  down  the  number 
of  items  in  inventory,  and  redistribution  of  stocks  to  avoid  procure- 
ment. A  sizable  portion  of  the  supply  savings  came  about  through  the 
screening  of  Federal  surplus  material  listings,  making  possible  the 
acquisition  of  tools,  machinery,  electronic  supplies,  etc.,  which  were 
used  to  fill  immediate  needs  or  to  replenish  inventories. 

A  substantial  manpower  gain  was  reahzed  in  fiscal  1967  by  reallo- 
cating some  318  mihtary  and  civihan  billets  throughout  the  service 
to  higher  priority  activities  where  additional  personnel  were  urgently 
needed  to  cope  with  an  increasmg  workload  resulting  from  the  Nation's 
expanding  population  and  economy.  This  was  achieved  through  redis- 
tribution of  workload  and  more  effective  manpower  utiHzation. 

Important  to  the  management  improvement  effort  were  some  1,400 
mihtary  and  civihan  suggestions  received  during  the  fiscal  year  which 
together  with  benefits  reaUzed  from  civihan  superior  performance 
brought  supplemental  savings  estimated  at  $631,000. 

Coast  Guard  operations  in  Vietnam 

During  fiscal  year  1967,  26  Coast  Guard  82-foot  patrol  boats  con- 
tinued to  assist  the  U.S.  Navy  "Operation  Market  Time"  in  countering 
Communist  infiltration  by  sea  of  men,  weapons,  and  supphes  to  enemy 
forces  operating  in  South  Vietnam. 

During  nearly  2  full  years  of  operations,  this  patrol  squadron  has 
cruised  more  than  2  million  miles  while  inspecting  or  boarding  about 
235,000  junks,  sampans,  and  indigenous  and  foreign  vessels.  Some 
4,000  Viet  Cong  suspects  were  taken  into  custody,  vdth  approxi- 
mately 100  of  them  confu-med  to  be  Communist  combatants  or  cadre. 
The  patrol  squadron  carried  out  more  than  150  naval  gunfire  missions 
in  support  of  friendly  forces,  destroying  Viet  Cong  watercraft  and 
structm-es  of  every  description.  For  example,  in  March  1967  a  North 
Vietnamese  trawler  was  thwarted  in  an  attempt  to  land  supplies  in 
Quang  Ngai  Province  by  "Market  Time"  forces  which  included  two 
Coast  Guard  cutters.  The  vessel  was  completely  destroyed  after  its 
interception  and  the  ensuing  naval  gun  duel.  The  Coast  Guard 
suffered  its  fii-st  two  fatahties  of  the  conflict  in  August  1966  w^hen  a 
patrol  boat  was  attacked  by  friendly  aircraft. 

Also  assigned  to  Vietnam  are  Coast  Guard  personnel  involved  in 
aids  to  na\agation,  port  secm-ity,  explosive-loading  supervision,  and 
merchant  marine  safety  operations. 


>  See  1966  annual  report,  p.  157. 
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Search  and  rescue 

The  international  coverage  of  the  Coast  Guard's  automated  mer- 
chant vessel  report  system  (AMVER)  was  expanded  in  the  Atlantic 
and  Pacific  during  fiscal  1967  wdth  the  addition  of  participating 
radio  stations  by  the  Governments  of  Canada,  the  Fiji  Islands,  and 
Spain.  AMVER  now  has  a  measure  of  international  support  never 
before  achieved.  This  support,  coupled  mth  the  fact  that  the  ships 
of  almost  all  nations  participate  by  making  AMVER  reports  volun- 
tarily, makes  this  truly  an  international  safety  system.  The  AMVER 
computer  is  now  plotting  approximately  1,000  ships  in  the  Atlantic 
and  800  in  the  Pacific  each  day.  During  fiscal  year  1967  AMVER 
provided  a  total  of  867  sm-face  pictures  (fists  of  ship  positions)  for 
emergency  use  in  the  Atlantic  and  1,381  for  Pacific  positions. 

The  Coast  Guard  Search  and  Rescue  School,  located  at  Governors 
Island,  N.Y.,  held  the  first  of  its  continuing  4-week  classes  in  October 
1966.  This  school  provides  uniform  training  in  the  operations,  pro- 
cedures, techniques,  and  equipment  employed  in  saving  Uves  and 
property,  thus  qualifying  graduates  to  perform  as  rescue  coordination 
center  controllers,  search  and  rescue  mission  coordinators,  on-scene 
commanders,  or  search  and  rescue  mission  participants. 

Some  typical  examples  of  Coast  Guard  assistance  rendered  during 
fiscal  year  1967  are  summarized  below. 

Helicopter  evacuations  from  inaccessible  areas. — On  July  31,  1966, 
the  Coast  Guard  Air  Station  at  Port  Angeles,  Wash.,  was  requested 
by  an  Olympic  National  Park  ranger  to  evacuate  a  14-year-old  girl 
who  was  suffering  from  a  103°  temperature  and  internal  pains.  The 
girl  was  located  at  Elk  Lake  in  the  park  at  an  elevation  of  2,500  feet. 
A  hehcopter  from  Port  Angeles  proceeded  to  the  scene,  making  a 
successful  water  landing  and  evacuation.  A  similar  call  was  received 
after  dark  the  same  day  from  another  Olympic  Park  ranger.  Evacua- 
tion was  requested  for  two  youths  who  were  injured  in  a  fall  at  Lake 
Constance,  elevation  4,780  feet.  A  hehcopter  from  Port  Angeles 
proceeded  early  on  the  morning  of  August  first  and  made  a  water 
landing  and  evacuation.  Both  cases  occurred  in  areas  inaccessible  by 
other  means. 

Ten  search  and  rescue  cases  handled  concurrently. — The  season's 
first  "Blue  Norther,"  a  cold  front  pushing  into  the  Gulf  of  Mexico, 
caused  10  distress  cases  during  the  night  of  October  14,  1966.  Winds 
gusting  to  70  knots  and  seas  of  20  feet  to  30  feet  resulted  in  five  fishing 
vessels  being  reported  as  sinking.  Responding  to  these  emergencies 
were  8th  Coast  Guard  District  ahcraft,  which  flew  six  sorties,  dropped 
four  pumps,  and  located  five  of  the  10  vessels  so  that  surface  units 
could  assist  them.  Coast  Guard  vessels  and  small  boats  towed  six 
of  the  fishing  vessels  to  safe  moorings,  and  the  fom-  others  obtained 
their  own  assistance.  All  persons  onboard  the  distressed  vessels  reached 
port  safely. 

Marina  Jire  fought  by  Coast  Guard  small  boats.- — ^On  July  30,  1966, 
the  Coast  Guard  Station  at  Belle  Isle,  Mich.,  received  a  report  of  a 
cabin  cruiser  afire  at  a  boat  dock.  Patrol  boats,  dispatched  by  radio. 
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were  alongside  the  burning  vessel  within  minutes  and  began  playing 
water  on  the  fire.  The  gas  tanks  had  already  blown  up,  spreading  the 
fire  throughout  the  boat.  To  minimize  damage  to  nearby  facilities,  the 
burning  craft  was  towed  out  of  the  marina.  Receiving  word  from 
ashore  that  a  woman  was  still  onboard,  two  Coastguardsmen  boarded 
the  burning  boat  and  checked  the  cabin,  but  found  no  one.  She  had, 
it  developed,  jumped  overboard  and  made  shore  safely.  The  fire  was 
brought  under  control  after  expending  many  gallons  of  foam. 

AMVER  coordinates  rescue. — On  November  12,  1966,  the  SS  Omega 
reported  that  she  was  taking  on  water  through  a  fractm-e  in  her  hull 
and  requested  information  concerning  vessels  in  her  area.  A  500-mile 
AMVER  plot  produced  one  vessel,  the  SS  Okada  Maru,  390  miles 
away.  Due  to  the  extreme  range  from  land,  2,000  miles  from  Honolulu, 
1,700  mUes  from  San  Diego,  and  1,800  miles  from  Tahiti,  the  position 
of  the  Omega  was  beyond  the  capabilities  of  long-range  aircraft.  Thus, 
upon  request  by  the  Coast  Guard,  the  Okada  Maru  attempted  to 
establish  communications  with  the  Omega  and  proceeded  to  assist. 
In  the  interim,  a  report  was  received  that  the  crew  of  the  Omega  had 
abandoned  ship  in  two  life  boats  and  one  liferaft.  The  Okada  Maru, 
advised  of  the  situation,  arrived  in  time  to  rescue  all  29  crewmembers 
in  good  condition,  and  then  proceeded  to  ChUe. 

CGG  Cape  Providence  rescues  survivors  of  capsized  vessel. — On  No- 
vember 26,  1966,  Polynesian  Airlines  Flight  5WFAA,  en  route  from 
Apia,  Western  Samoa,  to  Pago  Pago  International  Airport,  sighted 
the  wreckage  of  an  overturned  vessel  and  reported  it  to  the  Federal 
Aviation  Agency  Flight  Service  Station  at  Tafuna,  American  Samoa. 
The  CGC  Cape  Providence,  moored  at  Pago  Pago  on  search  and  rescue 
standby,  was  notified  of  the  sighting.  With  the  aid  of  the  Polynesian 
airliner  (5WFAA),  the  Cape  Providence  located  the  disabled  vessel 
(F/Y  Main  Sun  No.  2)  and  found  17  survivors  clinging  to  the  over- 
turned hull.  In  spite  of  rough  seas  breaking  over  the  hull,  the  Cape 
Providence  rescued  13  of  the  survivors.  The  F/V  Chie  Hong  No.  10, 
which  arrived  on  scene  to  assist,  retrieved  the  remaining  fom-  persons 
from  the  water,  but  two  of  the  19-man  crew,  trapped  in  the  engine 
room  of  the  capsized  vessel,  perished. 

Coast  Guard  C-130  provides  illumination  jor  night  ditching.- — -On 
March  6,  1967,  a  Beechcraft  18,  lost  on  a  flight  from  Honolulu, 
Hawaii,  to  Palmyra  Island  with  two  persons  onboard,  radioed  an 
SOS.  The  radio  du'ection-finder  net  was  alerted  and  a  C-130  Hercules 
was  dispatched  from  Coast  Guard  Air  Station  at  Barbers  Point, 
Hawaii,  to  locate  and  assist  the  lost  aircraft.  Shortly  after  its  distress 
signal  the  Beechcraft  reported  sighting  a  fishing  vessel,  the  Miyago 
Maru,  and  began  orbiting  it.  At  10:52  p.m.  the  Coast  Guard  C-130 
arrived  on  scene.  After  briefing  the  pilot  of  the  Beechcraft  on  ditching 
procedures,  the  C-130  began  illuminating  the  area  with  parachute 
flares.  At  11:14  p.m.  the  Beechcraft  ditched  and  both  occupants 
escaped,  boarding  a  liferaft.  The  C-130  vectored  the  Miyago  Maru 
while  it  recovered  both  survivors  who  were  in  good  condition. 
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A  summary  of  the  Coast  Guard's  search  and  rescue  workload  for 
fiscal  year  1967  follows: 


Operations 


Aviation 
units 


Response  by- 


Ships 


Sliore 
units 


Total 


Assistance  Calls  Responded  to  For 

Private  vessels- 2,133  2,111  22,380  26,624 

Commercial  Ashling  vessels 469  1,054  2,481  4,004 

other  commercial  vessels 261  518  2,271  3,040 

Government  and  public  vessels 39  68  215  322 

Foreign  vessels .- 82  161  234  467 

Total  vessels 2,974  3,902  27,581  34,457 

Private  aurcraft.. 294  48  153  496 

Commercial  aircraft 76  11  32  119 

Military  aircraft 355  64  101  520 

other  Government  and  public  aircraft 4  0  1  5 

Foreign  aircraft - U  9  15  36 

Total  aircraft 740  132  302  1,174 

Personnel  only.... 1,072  435  2,803  4,310 

Miscellaneous..- 451  301  1,532  2,284 

Total 5,237  4,770  32,218  42,225 

Major  Type  of  Assistance  Rendered 

Located— --  1,008  313  1,223  2,544 

Refloated  or  dewatered .- 26  152  2,228  2,406 

Towed -- -- 236  2,157  16,690  19,083 

Escorted - -.  299  220  1,213  1,732 

Fueled  or  repaired 24  155  287  466 

Medical 557  246  1,548  2,351 

Assistance  to  persons  in  position  of  peril 873  314  1, 992  3, 179 

Searches  and  attempts  to  assist 1,679  872  5,598  8,149 

Other  assistance 635  341  1,439  2,315 

Total 5,237  4,770  32,218  42,225 

Persons  Involved  in  Assistance  Cases 

Lives  saved .- 438  862  1,728  3,028 

Otherwise  assisted 12,581  17,877  93,310  123,768 

Total  assisted 13,019  18,739  96,038  126,796 

Value  of  Property,  Including  Cargo 

Vessels $1,696,677,000 

Aircraft 850,936,000 

Miscellaneous 312,186,000 

Total 2,859,698,000 


Marine  inspection  and  allied  safety  measures 

Based  on  Federal  marine  laws  dating  back  to  the  1840's,  the  Coast 
Guard  carries  out  an  effective  preventative  safety  program  with 
respect  to  commercial  vessels  of  the  United  States.  Coast  Guard 
merchant  marine  technical  personnel  review  the  design  plans  of  all 
commercial  vessels  covered  by  Government  regulations,  after  which 
they  are  subject  to  Coast  Guard  inspection  and  certification.  Once 
certified,  they  are,  at  prescribed  intervals,  reinspected  and  recertified 
for  their  entire  commercial  lifespan  or  until  they  are  no  longer  subject 
to  U.S.  law.  Should  a  U.S.  vessel  undergo  major  alteration,  the  plans 
for  those  alterations  require  Coast  Guard  approval  and  the  process 
starts  once  again. 
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Merchant  marine  technical  inspection. — The  Coast  Guard  has 
issued  regulations  (based  on  Public  Law  89-777,  approved  November 
6,  1966)  which  require  the  operators  of  American  and  foreign  passenger 
vessels  to  disclose  information  to  prospective  customers  as  to  the 
safety  standards  with  which  their  ships  do  or  do  not  comply.  These 
regulations,  incorporating  many  recommendations  from  American 
and  foreign  shipping  interests,  travel  agents,  and  Government 
agencies  concerned,  are  expected  to  impose  no  hardship  upon  estab- 
lished steamship  lines  operating  fairly  modern  vessels. 

During  fiscal  year  1967  the  Coast  Guard  gave  increasing  attention 
to  the  safety  aspects  of  shipboard  containerized  cargo  and  the  design 
and  operation  of  nonmilitary  submersibles.  Shipping  cargo  in  specially 
designed  containers  is  gaining  in  popularity  and  most  major  carriers 
anticipate  that  eventually  there  will  be  complete  interchangeability 
between  land,  sea,  and  even  air  transportation  modes.  The  Coast 
Guard  cooperates  with  other  groups  to  develop  adequate  construction 
and  inspection  standards  to  keep  abreast  of  this  increased  usage  of 
containers. 

The  Coast  Guard  is  also  concerned  with  the  design  and  operation 
of  civil  submersibles  of  all  sizes.  The  Coast  Guard  has  requested  legal 
authority  to  regulate  these  vessels  in  order  that  adequate  safety 
standards  may  be  established  without  inhibiting  development  of  a 
quickly  changing  technology. 

To  obtain  information  on  the  operation  of  automated  ship's  pro- 
pulsion machinery,  a  survey  was  conducted  by  the  Coast  Guard  of 
all  steam  vessels  certificated  to  operate  with  a  reduced  munber  of 
engineroom  watchstanders.  The  response  was  excellent,  leading  to 
the  development  of  a  "Guide  for  Automatic  Control  Systems  for 
Main  and  Auxiliary  Machinery"  by  the  Coast  Guard. 

Tabulated  below  are  certain  of  the  marine  safety  functions  of  the 
Coast  Guard,  comparing  the  workloads  for  fiscal  years  1966  and  1967. 


P. 


Gross  tonnage  Number 

Marine  safety  activities 


1966  1967  1966  1967 


Vessel  inspections: 

Inspected  for  certification - 11,519,942    13,181,329  4,734  5,785 

Reinspected -- 11,409,521    10,106,585  5,633  4,632 

Dry  dock  examinations - -    14,779,717    14,159,272  5,955  5,698 

Foreign  vessels - -- 14,887,164    14,522,764  1,544  1,380 

MisceUaneous - - 27,199  30,094 

Technical  services: 

U.S.  vessel  plan  approvals - -- - 37,685  34,062 

Foreign  vessel  hazardous  cargo  plan  approvals 861  3, 214 

Number  of  vessels  certificated - --- --- 8,962  9,259 

Number  of  vessels  under  document. 61,949  64,865 

Investigations  of  casualties: 

To  personnel  on  commercial  vessels  not  resulting  from  a  vessel  casualty 2, 202  2, 461 

To  commercial  vessels - - ---  2,408  2,353 

Recreational  motorboat  deaths - '850  '756 

Investigations  of  personal  misconduct,  incompetence,  and  negligence: 

Hearings - 1,233  1,738 

others,  including  warnings --- 3,049  3,156 

Merchant  marine  personnel  transactions: 

Licenses  issued,  original --- - -- --  6,342  ,„' ,99 

Seamen  certificates  issued - 43,289  °2  ,  o 

Shipment  of  seamen - 449,796  607,156 


«  Calendar  year  1965  figure. 
'  Calendar  year  1966  figure. 
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Investigations  and  recommendations. — An  important  part  of  the 
Coast  Guard  merchant  marine  safety  program  is  the  investigation 
of  marine  casualties  to  determine  their  causes  and  develop  preventa- 
tive measures  when  necessary.  Several  marine  casualties  involving 
commercial  vessels  were  investigated  by  the  Coast  Guard  during 
fiscal  1967,  five  of  which  were  considered  major  and  investigated  by 
marine  boards  of  investigation.  These  cases  are  summarized  below. 

The  most  significant  casualty  investigated  was  the  structural  failure 
and  foundering  of  the  Great  Lakes  freighter  SS  Daniel  J.  Morrell 
on  November  29,  1966,  costing  the  lives  of  29  crewmembers.  The 
vessel,  in  ballast  and  northbound  in  Lake  Huron  during  the  height 
of  a  severe  storm,  was  broken  into  two  sections.  Only  one  person 
survived. 

The  second  significant  casualty  insofar  as  fire  protection  of  foreign 
passenger  ships  is  concerned  was  the  fire  onboard  the  German  pas- 
senger vessel  SS  Hanseatic  while  moored  in  New  York  Harbor  on 
September  7,  1966.  The  fire  started  in  the  engineroom  and  rapidly 
spread  through  the  seven  decks  above.  Fortunately  there  was  no  loss 
of  life  or  personal  injury.  A  detailed  comparison  was  made  of  struc- 
tural and  equipment  conditions  of  this  vessel  and  the  corresponding 
standards  applicable  to  large  oceangoing  passenger  vessels  of  the 
United  States.  In  this  respect,  the  Coast  Guard  has,  within  the 
international  maritime  community,  been  successful  in  advocating 
amendments  to  the  fire  protection  provisions  of  the  International 
Convention  for  the  Safety  of  Life  at  Sea  (SOLAS),  1960,  for  existing 
and  future  passenger  vessels. 

On  October  24,  1966,  the  tank  vessel  SS  Gulfstag,  while  underway 
in  the  Gulf  of  Mexico,  suffered  a  series  of  explosions,  caught  fire, 
and  subsequently  capsized  \vith  the  loss  of  eight  lives. 

The  tug  MV  Southern  Cities,  in  the  Gulf  of  Mexico  to\\dng  a  barge, 
foundered  on  November  1,  1966,  ^v^th  six  persons  on  board.  Although 
the  barge  was  found  drifting,  the  Southern  Cities  was  never  located. 

Meetings  and  conferences. — During  fiscal  1967,  the  Merchant  Ma- 
rine Council  held  four  regular  meetings  and  three  public  hearings, 
supplemented  by  numerous  meetings  and  discussions  with  interested 
parties,  to  consider  proposed  regulations  amending  present  require- 
ments. The  Coast  Guard  participated  in  30  of  the  31  international 
meetings  held  in  London  by  the  Intergovernmental  Maritime  Con- 
sultative Organization  (IMCO),  a  special  agency  of  the  United 
Nations,  during  the  year.  The  major  problems  confronting  IMCO 
centered  on  the  upgrading  of  fire  protection  on  existing  passenger 
vessels  as  well  as  how  to  better  protect  future  vessels  from  fire.  The 
Coast  Guard  had  urged  that  the  subject  of  fire  protection  be  given 
the  highest  priority.  A  special  IMCO  session  also  dealt  with  the  prob- 
lems of  oil  pollution,  a  matter  requiring  immediate  attention  because 
of  the  contamination  of  British  shores  resulting  from  the  wreck  of 
the  oil  tanker  Torrey  Canyon. 

Merchant  vessel  documentation  and  admeasurement. — The  merchant 
vessel  documentation  and  admeasurement  functions  formerly  a 
responsibility  of  the  Bureau  of  Customs  were  transferred  to  the 
Coast  Guard  on  February  24,  1967,  pursuant  to  Treasury  Depart- 
ment Order  No.  167-81.'  On  June  30,  1967,  there  were  64,865  vessels 

>  See  exhibit  72. 
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in  the  documented  fleet.  Of  this  total,  15,814  were  yachts  and  some 
49,051  were  commercial  vessels.  Public  Law  89-476,  approved  June 
29,  1966,  permits  yachtowners  to  take  the  measurements  of  their 
own  vessels,  enabling  Government  admeasurement  officials  to  obtain 
gross  and  net  tonnages  by  simply  applying  a  coefficient  to  these 
figures.  This  new  system  eliminates  much  of  the  physical  measuring 
of  such  vessels  previously  required. 

Merchant  marine  personnel. — The  Coast  Guard  and  National  Ar- 
chives and  Records  Service  are  conducting  a  joint  study  to  develop 
recommendations  intended  to  improve  the  method  for  shipment  and 
discharge  of  seamen  aboard  U.S.-flag  vessels.  This  study  could 
eventually  have  a  far-reaching  affect  on  the  shipping  industry  and 
for  the  Coast  Guard  in  terms  of  improved  service  and  time-saving. 

The  licensing  and  certificating  of  merchant  marine  personnel  in- 
cluded the  issuance  of  105,901  documents  during  fiscal  year  1967,  an 
increase  of  29,561  from  the  number  granted  the  year  before.  This 
added  workload  was  a  direct  result  of  the  Vietnam  buildup.  Coast 
Guard  shipping  commissioners  supervised  the  completion  of  9,647 
sets  of  sign-on  or  sign-off  shipping  articles  during  the  year,  and  dis- 
charge certificates  representing  507,156  individual  discharge  trans- 
actions were  filed  in  the  jackets  of  seamen  at  Coast  Guard  Head- 
quarters. The  locator  service  at  Headquarters  answered  5,320  inquiries 
concerning  individual  seamen. 

Merchant  marine  investigating  sections  in  major  U.S.  ports  and 
merchant  marine  details  in  certain  foreign  ports  investigated  19,572 
cases  involving  police  checks,  casualties,  negligence,  incompetence, 
and  misconduct.  Charges  were  preferred  and  hearings  held  on  1,738  of 
these  cases  by  civilian  examiners.  Security  checks  were  made  of  37,831 
persons  desiring  employment  onboard  merchant  vessels. 

Recreational  boating 

Forty-seven  States  and  the  Virgin  Islands  now  have  Coast  Guard- 
approved  numbering  systems  under  the  Federal  Boating  Act  of  1958. 
On  December  31,  1966,  there  were  an  estimated  4,067,371  numbered 
craft  on  the  waters  of  the  United  States.  During  calendar  year  1966, 
5,567  vessels  were  reported  as  being  involved  in  4,350  boating  ac- 
cidents, which  resulted  in  1,318  fatalities,  958  personal  injuries,  and 
property  damage  estimated  at  $7,334,500.  Capsizing  continued  to 
cause  the  greatest  number  of  deaths,  while  collisions  accounted  for 
the  largest  percentage  of  injuries.  Accidents  caused  by  fire  or  explosion 
of  fuel  were  the  leading  contributors  to  boating  property  damage,  as 
has  been  the  case  for  the  past  6  years. 

Fewer  pleasure  craft  are  being  examined  under  the  safety  patrol 
concept  which  began  in  fiscal  1965,  but  the  broader  coverage  of  the 
patrols  has  enabled  a  greater  percentage  of  misafe  boating  operations 
to  be  detected  and  acted  upon.  The  Boarding  Officer  Instructor  In- 
doctrination Courses  sponsored  by  the  Coast  Guard  at  Yorktown,  Va., 
and  Alameda,  Calif.,  were  attended  by  representatives  from  16  States, 
and  a  large  number  of  State  and  local  enforcement  officers  received 
training  as  boarding  officers  in  the  field  through  programs  offered  by 
Coast  Guard  districts.  The  Coast  Guard  pamphlet  "Ventilation  Sys- 
tems for  Small  Craft"  continued  in  high  demand  with  2  million  copies 
distributed  since  June   1966.   "Pleasure  Craft,"   a  publication  dis- 
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tribiited  free  to  the  public,  was  revised  during  the  fiscal  year  to  reflect 
changes  in  lighting,  fire  extinguisher,  and  ventilation  requirements. 

Law  enforcement 

The  Coast  Guard  continued  to  operate  five  law  enforcement  patrols, 
consisting  of  surface  and  air  units,  to  enforce  laws  relating  to  fishing 
conservation,  neutrality,  navigation,  and  territorial  sovereignty. 

Public  Law  89-658,  approved  October  14,  1966,  extended  the 
fisheries  jurisdiction  of  the  United  States  to  12  nautical  miles.  In 
addition,  agreements  were  signed  in  early  1967  with  the  Soviet  Union 
and  Japan  which  permit  fishing  in  certain  areas  of  the  contiguous 
fisheries  zone,  as  well  as  provide  for  avoiding  fishing  gear  conflicts  on 
certain  high  seas  areas  off  Alaska.  Three  foreign  vessels  were  seized 
during  the  year  for  illegal  fishing  activities  in  U.S.  waters,  and  the 
masters  of  the  vessels  involved  received  fines  ranging  from  $5,000  to 
$10,000.  The  Coast  Guard's  Alaska  Patrol- — augmented  recently  by 
the  permanent  assignment  of  the  CGC  Confidence — continued  to 
require  the  temporary  assignment  of  four  high  endurance  cutters  and 
one  HC-130  aircraft  to  cope  with  the  increasing  volume  of  fishing 
activity  in  that  area.  Three  instances  of  fishing  violations  involving 
seven  vessels  off  the  Oregon  and  Washington  coasts  were  reported, 
leading  to  diplomatic  protests  to  the  Soviet  Government. 

During  fiscal  year  1967,  the  Coast  Guard  continued  to  enforce 
Federal  laws  prohibiting  the  pollution  of  navigable  and  coastal  waters 
of  the  United  States,  investigating  361  reports  of  oil  pollution.  Several 
organizations  are  participating  with  the  Coast  Guard  in  determining 
how  to  prevent  major  oil  releases  from  ships  as  well  as  how  to  deal  with 
such  contamination  when  it  occurs. 

Port  safety. — The  continuing  growth  of  waterborne  commerce  and 
constantly  changing  methods  of  operations  and  types  of  cargoes 
shipped  contribute  to  an  increase  in  the  accident  rate.  Deaths,  in- 
juries, and  property  damage  from  cargo  handling  accidents,  for  ex- 
ample, have  shown  a  marked  increase.  Vessels  of  novel  design,  both 
foreign  and  domestic,  continued  to  ply  American  waterways,  and 
cargoes  such  as  refrigerated  or  pressurized  liquid  propane,  butane,  and 
anhydrous  ammonia  move  with  increasing  frequency.  Amendments  to 
regulations  were  under  consideration  during  fiscal  1967  to  improve 
the  safety  of  transporting  and  handling  such  cargo.  Two  Coast  Guard 
explosives  loading  teams  and  a  staff  advisory  detail  are  assigned  to 
Vietnam  to  provide  technical  advice  and  assistance  in  port  security 
matters  at  Saigon  and  Cam  Ranh  Bay.  Also  related  to  Vietnam 
operations  is  the  work  of  the  Coast  Guard's  port  Security  Station  at 
Concord,  Calif.,  which  supervises  the  handling  of  military  explosives 
at  the  Naval  Ammunition  Depot,  Port  Chicago.  Other  Coast  Guard 
port  safety  forces  are  similarly  occupied  at  military  installations 
throughout  the  Nation. 

The  following  table  illustrates  the  workload  in  the  major  enforce- 
ment areas  for  fiscal  year  1967. 


ADMtNlSTRATIVE    REPORTS  135 


1967 
Number 


Motorboats  boarded 71  263 

Waterfront  facilities  inspected V.WW\V[  37  993 

Anchorage  patrols  (hours  spent) []]']"  ^ !]  ^  ]]  !^  ]  ^  ^ "  ^  ]]]  '        5'  932 

Eeported  violations  of:                                                                               ' 

Motorboat  Act _ _ 53  247 

Port  security  regulations __ _ _,_ ^.]]^]!-!!^!!l]]]  3'  405 

Oil  Pollution  Act. \.\.\[W[[\\""V^  [  1*130 

Other  laws _._ '"""."""'""!"^""'  l'l95 

Explosives: 

Loading  permits  issued  (commercial)  _ 39I 

Number  of  tons  of  commercial  explosives _ _ ".!..."  25,957 

Loading  permits  issued  (military) ' "]_]  '  541 

Number  of  tons  of  military  explosives ...[."[[[[[      2,012,198 

Military  readiness 

Tliirty-seven  Coast  Guard  ships  participated  in  Navy  refresher 
training  and  two  others  completed  shakedown  training  during  fiscal 
year  1967.  The  installation  of  torpedo  tubes  was  completed  on  all 
Coast  Guard  high-endurance  cutters,  and  a  prototype  of  the  mk,  56 
gun  fire  control  system,  adapted  to  perform  the  secondary  function  of 
tracking  meteorology  balloons,  was  installed  aboard  the  CGC  Chin- 
coteague  for  evaluation. 

Coast  Guard  vessels  participated  in  a  number  of  joint  military 
exercises  for  training  during  the  fiscal  year,  and  extensive  use  was 
made  of  shore  based  facilities  for  individual,  team,  and  unit  training. 
A  Coast  Guard  contingencies  capability  plan  was  developed  and 
distributed  to  cognizant  Coast  Guard  and  Navy  commands  to  provide 
a  listing  of  Coast  Guard  capabilities  which  can  be  used  in  meeting 
contingency  situations. 

Aids  to  navigation 

The  manned  light  structure  at  Diamond  Shoals,  N.C.,  was  placed 
in  operation  in  November  1966.  Seven  manned  light  stations  were 
converted  to  automatic  operation  during  the  fiscal  year.  Eight  harbors 
and  rivers  in  South  Vietnam  have  been  marked  with  aids  to  navigation 
for  the  Armed  Forces,  and  a  number  of  mooring  buoys  were  positioned 
there  for  tankers  waiting  to  discharge  fuel  oil. 

The  Southeast  Asia  loran  C  chain  went  into  operation  in  October 
1966  with  the  commissioning  of  stations  at  Sattahip,  Lampang,  and 
Udorn  in  Thailand  and  Con  Son  in  South  Vietnam.  The  loran  C  chain 
on  the  east  coast  of  the  United  States  was  increased  in  coverage  by 
the  addition  of  a  transmitting  station  at  Dana,  Ind.,  in  January  1967. 

A  Coast  Guard  study  concerning  the  utilization  of  buoy  tenders 
led  to  the  decommissioning  without  replacement  of  the  buoy  tenders 
Hickory  and  Arbutus.  One  buoy  tender,  the  Cactus,  was  relieved  of 
aids  to  navigation  duties  and  assigned  to  tending  oceanographic 
buoys. 
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A  tabulation  of  the  aids  to  navigation  maintained  by  the  Coast 
Guard  as  of  March  31,  1967,  follows. 

Navigational  aids  1967 

Loran  transmitters.. _ 61 

Radio  beacons.. 199 

Ligiits  (including  lightships) 11,287 

Buoys: 

Lighted  (including  sound) 3,730 

Unlighted  sound 330 

Unlighted... 10,969 

River  type... 9,623 

Fog  signals  (except  sound  buoys) 584 

Day  beacons 7,135 

Total. - 43,918 

Ocean  stations 

The  Coast  Guard  continued  its  operation  of  four  ocean  stations  in 
the  North  Atlantic  and  two  in  the  North  Pacific.  These  vessels,  spend- 
ing 75,370  operating  hours  on  patrol,  provided  meteorological,  naviga- 
tional, communications,  and  rescue  services  for  air  and  marine  com- 
merce and  collected  various  scientific  data. 

Oceanography 

By  the  fiscal  yearend  the  Coast  Guard  had  some  40  vessels,  including 
those  assigned  to  ocean  stations,  equipped  for  oceanographic  and 
marine  science  activity.  These  vessels  were  engaged  in  a  diversity  of 
Coast  Guard  and  cooperative  oceanographic  programs.  The  icebreaker 
CGC  Edisto  was  utilized  for  an  oceanographic  study  of  Baffin  Bay 
durmg  July  and  August  1966  and  the  Coast  Guard  took  part  in  a 
number  of  cooperative  projects.  Included  were  studies  of  the  western 
and  eastern  tropical  Atlantic;  a  study  of  the  eastern  tropical  Pacific; 
a  study  of  the  Kuroshio;  and  water  mass  studies  in  conjunction  with 
ICNAF.  During  the  fiscal  year  the  Coast  Guard  awarded  a  contract 
for  the  design  of  a  modern  oceanographic  vessel  to  study  subpolar 
regions  and  to  provide  general  support  for  the  national  oceanographic 
program.  The  first  of  seven  Coast  Guard  SWORD  Systems  to  collect 
hydrographic  data  from  offshore  light  structures  began  operation. 

International  ice  patrol 

The  Coast  Guard  began  the  53d  season  of  International  Ice  Patrol 
service  in  the  North  Atlantic  Ocean  on  March  10,  1967.  The  patrol, 
utilizing  SC-130  aircraft  and  an  oceanographic  vessel,  observes  and 
studies  the  iceberg  conditions  and  recommends  action  to  be  taken 
by  shipping  to  avoid  danger.  Gathering  scientific  data  concerning 
the  oceanography  of  the  area  and  the  life  cycle  of  icebergs  is  another 
function  of  the  patrol.  The  1967  season  was  notable  in  that  icebergs 
still  persisted  at  the  close  of  the  fiscal  year,  extending  the  season 
beyond  normal  because  the  icebergs  were  not  deteriorating  as  quickly 
as  expected — possibly  due  to  unusually  cold  surface  water. 
Icebreaking 

Having  taken  over  the  large  icebreakers  formerly  operated  by  the 
Navy,  the  Coast  Guard  became  responsible  for  the  national  ice- 
breaking  effort.  Eight  polar  icebreakers,  one  lake  icebreaker,  and  one 
auxiliary  icebreaker  are  the  major  units  emi)loyed  for  this  mission. 
During  the  year,  four  icebreakers  supported  the  Antarctic  national 
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program,    two    conducted   scientific    and   military   missions   in    the 
western   Arctic,    and    three   furnished   ice   escort   for   shipping   and 
scientific  missions  in  the  eastern  Arctic.  A  new  class  of  icebreaker  is 
being  designed  to  replace  the  overage  "Wind"  class  vessels. 
Operational  facilities 

The  foUo^ving  table  shows  the  distribution  of  operating  hours  for 
the  major  Coast  Guard  functions  during  fiscal  year  1967. 

Workload  distribution 


Activity 


Vessels 

(operating 

hours) 


Aviation 
units 
(flight 
hours) 


Shore 
units 
(operating 
hours)  I 


6,402 

58, 505 

8,692 

125 

604 

360 

13 

2,215 

465 

65, 231 

98, 218 

104,067 

2,471 

245 

36 

4,380 

8,973 

44, 676 

486 

26, 930 

610  .. 

2,528 

1,943  ... 

7,215 

89, 677 

355, 713 

Law  enforcement 53,102 

Search  and  rescue 93,299 

Aids  to  navigation 284,096 

Reserve  training 15,164 

Icebreaking 24,045 

Oceanography 14,539 

Military  readiness  (includes  Vietnam  operations) 179,425 

Cooperation  with  other  agencies 18,870 

Port  security 15,172 

Training  of  cadets  and  officer  candidates 9, 385 

Ocean  stations 72,301 

Nomnission  movement 51,148 

Proficiency  training  2. _ 

Ferry  2 

Tests' 

Administrative' 

Total 830,546 


>  Includes  small  boats. 
2  Applies  to  aircraft  only. 

Cutters. — At  the  close  of  the  fiscal  year,  the  Coast  Guard  had  346 
cutters  in  service.  Continuing  its  program  to  replace  overage  and 
obsolete  cutters,  two  more  210-foot  medium-endurance  cutters  were 
completed  and  the  first  of  the  new  class  378-foot  high-endurance 
cutters,  the  CGC  Hamilton,  was  placed  in  service.  The  Hamilton  is 
equipped  with  the  most  modern  electronics  and  engineering  systems 
available,  while  providing  its  crew  with  a  high  level  of  habitability. 
It  also  has  a  helicopter  deck  and  is  fully  equipped  for  oceanographic 
missions.  Also  placed  in  service  in  fiscal  year  1967  were  22  new  82-foot 
patrol  craft  as  replacements  for  similar  vessels  deployed  to  Southeast 
Asia  in  fiscal  year  1966.  Two  overage  64-foot  harbor  tugs  were  re- 
placed by  new  65-foot  vessels. 

Small  boats  and  stations. — Obsolete  and  worn  out  small  boats  were 
replaced  by  117  new  boats,  while  21  40-foot  utility  boats  underwent 
major  rehabilitation  to  extend  their  service  life  by  at  least  5  years. 
Disposal  action  was  completed  on  107  excess  boats. 

Aviation  and  aircraft. — The  Coast  Guard  was  operating  168  air- 
craft including  73  helicopters  at  the  end  of  fiscal  year  1967.  The  last 
of  the  service's  piston-powered  helicopters  was  retired  with  the 
assignment  of  turbine-powered  amphibious  helicopters  to  the  air 
station  at  Traverse  City,  Mich.,  and  the  air  unit  at  San  Juan,  P.R., 
was  augmented  with  two  of  the  same  type  aircraft. 

Communications. — Coast  Guard  Headquarters,  area  offices,  and  all 
district  offices,  air  stations,  radio  stations,  supply  centers,  and  selected 
group  offices  in  the  continental  United  States  (CON US)  were  served 
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by  at  least  one  line  in  the  Defense  Communication  Agency's  (DCA) 
Automatic  Voice  Network  (AUTOVON).  The  14th  and  17th  district 
offices  have  access  to  AUTOVON  through  DOD  sources  in  Honolulu 
and  Anchorage,  respectively.  Thirty-five  of  these  lines  were  added 
during  the  last  12  months. 

DCA's  Automatic  Digital  Network  (AUTODIN)  replaced  the 
Navy's  common-user  teletype\vriter  system  (NTX-82B1)  on  Decem- 
ber 15,  1966.  The  Coast  Guard  secured  Mode  V  (teletype^vriter  only) 
drops  at  each  major  CONUS  facility  as  well  as  at  some  smaller  units. 

Coast  Guard  Intelligence 

During  fiscal  1967,  2,586  internal  security  and  criminal  investiga- 
tions were  made  by  Coast  Guard  intelligence  personnel  as  were  11,714 
national  agency  checks.  In  addition,  43,984  prospective  merchant 
mariners  and  9,442  applicants  for  port  security  cards  were  screened 
for  suitability.  The  Coast  Guard  Intelligence  Staff  also  made  11,250 
record  checks  for  internal  purposes  as  well  as  an  additional  14,551 
for  other  agencies. 

Engineering  developments 

Civil  engineering. — During  fiscal  1967  the  Coast  Guard  began  the 
construction  of  a  300-man  cadet  barracks  at  the  Coast  Guard  Academy 
and  new  stations  at  Marathon,  Fla.,  and  Rappahannock  River,  Va., 
the  latter  already  completed. 

Electronics  engineering. — The  Coast  Guard  is  procuring  single 
sideband  transceivers  to  replace  outdated  amplitude-modulated, 
double  sideband  equipment  with  the  aim  of  improving  the  communica- 
tions capabilities  of  vessels,  small  boats,  and  shore  stations.  A  con- 
tract has  also  been  let  for  a  new  generation  of  solid  state,  modular 
VHF-FM  transceivers  to  replace  obsolescent  equipment. 

To  further  the  operational  capabilities  of  Coast  Guard  patrol 
boats  in  Vietnam,  32  depthsounders  were  furnished  for  installation 
to  replace  obsolete  equipment  which  had  become  a  maintenance 
support  problem.  Nineteen  new  surface  search  radars  were  also 
supplied  to  replace  difficult-to-maintain,  obsolete  equipment  aboard 
these  patrol  craft. 

Four  of  the  Coast  Guard's  eight  polar  icebreakers  received  major 
improvement  in  their  radio  communications  facilities.  The  newly 
installed  equipment  will  enable  these  ships  to  meet  the  diversified 
requu-ements  of  their  polar  missions. 

After  a  3-year  trial  period  the  Coast  Guard  has  adopted  the  "Sym- 
bolic Integrated  Maintenance  Manual,"  which  should  facilitate  the 
maintenance  of  increasingly  complex  electronics  equipment  by 
technicians  with  a  relatively  low  level  of  experience.  The  manuals 
have  been  prepared  for  several  types  of  Coast  Guard  electronics 
equipment. 

In  October  1966  the  Coast  Guard  placed  in  operation  the  Southeast 
Asia  loran  C  chain,  constructed  to  meet  Department  of  Defense 
requirements.  This  loran  chain,  consisting  of  four  stations,  was  the 
first  to  provide  major  coverage  over  land  rather  than  the  sea.  During 
the  year  a  new  Coast  Guard-designed  loran  C  transmitting  antenna 
system,  consisting  of  four  guyed  vertical  towers  supporting  an  lun- 
brella-type  antenna,  was  successfully  tested.  This  antenna,  designated 
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TIP  (Toploaded  Inverted  Pyramidic),  offers  increased  stability  and 
coverage  for  loran  C  systems  coupled  with  a  significant  reduction 
in  hi-power  antenna  costs. 

Naval  engineering. — During  the  fiscal  year  1967,  one  378-foot 
high-endurance  cutter  and  two  2i0-foot  medium-endurance  cutters 
were  accepted  from  the  builders  and  placed  in  service,  as  were  26 
smaller  vessels,  including  22  82-foot  patrol  boats.  Fourteen  44-foot 
motor  lifeboats  and  39  25-foot-8-inch  self-bailing  surfboats  were  also 
manufactured  for  Coast  Guard  use,  as  well  as  a  number  of  smaller 
boats.  Major  alterations — including  structural  renovations,  habita- 
bility  improvements,  and  other  modernization  of  facilities — were 
completed  on  several  high-endurance  cutters  and  icebreakers  to 
further  their  mission  effectiveness.  Five  3 11 -foot  high-endurance 
cutters  were  outfitted  and  deployed  to  Southeast  Asia  for  duty  with 
naval  forces. 

Testing  and  development. — The  Coast  Guard  accepted  delivery  of  a 
prototype  large  buoy  equipped  to  furnish  the  services  of  a  lightship 
for  installation  at  the  entrance  to  New  York  Harbor.  Flashtube  light 
sources,  used  experimentally  on  buoys  in  New  York  Harbor,  have 
been  found  to  distinctly  improve  the  mariners'  ability  to  identify 
aids  to  navigation  against  a  background  of  city  lights. 

An  experimental  sewage  treatment  plant  for  Coast  Guard  vessels 
was  successfully  tested,  and  an  operational  prototype  wiU  be  procured. 
Tests  conducted  on  a  full-scale  model  of  a  design  concept  for  a  high- 
speed rescue  boat  indicate  that  the  construction  of  an  operational 
prototype  would  be  desirable.  The  potential  use  of  infrared,  light 
amplification,  and  various  types  of  sophisticated  radar  for  search  and 
rescue  purposes  is  also  under  investigation. 

Coast  Guard  Reserve 

At  the  close  of  the  fiscal  year,  there  were  4,348  officers  and  26,185 
enlisted  men  in  the  Ready  Reserve  of  the  Coast  Guard,  while  the 
Organized  Reserve  consisted  of  1,897  officers  and  14,683  enlisted.  The 
Port  Security  training  mission  was  the  subject  of  an  in-depth  study 
during  the  fiscal  year.  Similar  studies  in  the  future  will  concern  other 
phases  of  the  Reserve  program.  The  construction  of  an  engineman 
school  at  the  Reserve  Training  Center,  Yorktown,  Va.,  was  begun  in 
fiscal  1967  as  the  first  step  in  a  program  to  replace  old  wooden  tempo- 
rary buildings. 

During  fiscal  1967  membership  in  the  Organized  Reserve  reached 
the  highest  point  in  its  17-year  history,  and  attendance  at  drills  also 
set  a  new  record.  Equally  impressive,  72  percent  of  the  reservists 
taking  the  servicewide  examinations  for  advancement  passed,  com- 
pared with  only  40  percent  5  years  ago. 

Personnel 

As  of  March  31,  1967,  the  Coast  Guard  consisted  of  5,733  civilian 
and  35,545  military  personnel. 

Recruiting. — Fifty-nine  main  recruiting  offices  and  approximately 
50  suboffices  were  manned  by  257  recruiters.  During  the  fiscal  year, 
there  were  14,449  applicants  for  enlistment  in  the  Regular  Coast 
Guard  and  5,895  were  enlisted.  The  Reserve  received  8,381  applica- 
tions and  enlisted  3,464. 
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Training  for  foreign  visitors. — Some  86  visitors  from  25  foreign 
countries,  under  the  sponsorship  of  other  Government  agencies,  were 
extended  the  use  of  Coast  Guard  facilities  for  training  in  such  activ- 
ities as  aids  to  navigation,  merchant  marine  safety,  and  law 
enforcement. 

Coast  Guard  education  program. — The  education  and  training  pro- 
grams sponsored  by  and  participated  in  by  the  service  are  sum- 
marized for  fiscal  years  1966  and  1967  below. 

Education  and  training  programs  1966  1967 

Coast  Guard  Academy: 

Applications - 3,076  3,969 

Applications  approved 2,417  3,022 

Appointments  accepted -.. 277  307 

Cadets - 668  704 

Graduates  (bachelor  of  science  degree) -. 113  98 

Officer  training  completed: 

Officer  candidate  school  graduates 342  421 

Postgraduate... 61  67 

Flight  training 65  80 

Helicopter  training... 20  12 

C-130  aircraft  training 12  12 

Short-term  specialized  courses 790  926 

Enlisted  training  completed: 
Recruit  training: 

Regular 6,131  5,159 

Reserve 3,083  3,033 

Coast  Guard  basic  petty  officer. 1,792  2,595 

Navy  basic  petty  officer 379  612 

Advanced  petty  officer  schools  (Navy  and  Coast  Guard) 160  139 

Specialized  training  courses  (service  and  civilian) 2, 615  2, 416 

Correspondence  courses  completed: 

Coast  Guard  Institute 8,820  11,776 

U.S.  Armed  Forces  Institute 325  247 

U.S.  Naval  Correspondence  Course  Center 4,750  4,263 

Public  Health  Service  support. — On  June  30,  1967,  there  were  116 
Public  Health  Service  personnel  on  duty  with  the  Coast  Guard 
serving  at  21  shore  stations,  with  motorized  dental  detachments,  and 
aboard  ships  assigned  to  ocean  stations  and  Arctic  and  Antarctic 
operations. 
Coast  Guard  Auxiliary 

The  Coast  Guard  Auxiliary  is  a  volunteer,  nonmilitary  organization 
established  to  assist  the  Service  in  its  rescue  operations,  as  well  as  to 
promote  safety,  efficiency,  and  better  compliance  with  laws  governing 
the  operations  of  motorboats  and  yachts.  The  Auxiliary,  which  oper- 
ates in  about  700  communities  in  the  United  States,  Puerto  Rico, 
and  the  Virgin  Islands,  is  composed  of  experienced  boatinen,  radio 
operators,  and  aircraft  pilots,  each  fully  trained  in  his  specialty,  who 
further  their  competence  by  participation  in  advanced  membership 
training  programs. 
Fiscal  and  supply  management 

During  fiscal  year  1967,  further  progress  was  made  toward  central- 
izing the  payroUing  of  Coast  Guard  military  and  civilian  personnel. 
Except  for  the  Coast  Guard  Yard,  the  payrolling  of  all  Coast  Gua,rd 
civilian  personnel  is  centralized  at  the  Internal  Revenue  Service 
Center,  Detroit,  Mich.  The  initial  developmental  work  was  begun 
on  a  computerized  program  for  centralizing  at  Headquarters  the 
payrolling  of  approximately  35,000  active  duty  military  personnel. 
This  system  will  be  completely  integrated  with  the  existing  Coast 
Guard  personnel  accounting  and  financial  management  systems. 
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^  The  negotiation  of  a  contract  for  the  construction  of  one  additional 
high-endurance  cutter  under  the  multiyear  procurement  contract  for 
three  cutters  awarded  in  fiscal  year  1966  achieved  savings  of  approxi- 
mately $966,000  in  fiscal  year  1967.  In  compliance  with  the  President's 
special  program  for  achieving  cost  reductions  in  procurement,  supply, 
and  property  management,  special  attention  to  these  areas  resulted 
in  a  cost  avoidance  estimated  at  $9,218,000  for  the  fiscal  year. 

U.S.  Savings  Bonds  Division 

The  U.S.  Savings  Bonds  Division  promotes  the  sale  and  retention 
of  U.S.  savings  bonds  and  the  sale  of  savings  stamps.  During  the 
fiscal  year  1967,  promotion  of  a  new  U.S.  savings  note,  "The  Freedom 
Share,"  was  added  to  the  Division's  responsibilities.  The  systematic 
buying  and  continued  holding  of  these  savings  securities  makes  an 
important  contribution  to  the  Government's  efforts  to  finance  our 
national  debt  in  a  noninflationary  manner  and  broadens  the  owner- 
ship of  the  Federal  debt. 

The  program  is  carried  out  by  a  relatively  small  Government  staff 
assisted  by  a  large  corps  of  sales  promotion  volunteers.  Liaison  is 
maintained  with  all  types  of  financial,  business,  labor,  agricultural, 
and  educational  institutions,  and  wdth  community  groups  of  all 
kinds.  Their  volunteer  services  are  enlisted  to  sell  savings  bonds 
through  banks,  savings  and  loan  associations,  credit  unions,  certain 
post  offices,  and  thousands  of  business  establishments  and  other 
employers  operating  the  payroll  savings  plan. 

Sales  of  series  E  and  H  bonds  during  fiscal  1967  totaled  $5.0  billion, 
an  11-year  record  and  a  gain  of  7  percent  over  1966.  Series  E  bonds 
sales  alone  amounted  to  $4.6  billion,  8  percent  above  the  previous 
fiscal  year  and  the  largest  amount  purchased  in  any  fiscal  year  since 
1946. 
Promotional  activities 

The  Share  in  Freedom  plan  set  the  pace  for  the  Division's  pro- 
motional activities  in  fiscal  year  1967.  The  theme  of  the  campaign 
was  "The  Star  Spangled  Freedom  Plan-Savings  Bonds  and  Freedom 
Shares,"  interspersed  with  the  slogan  "Buy  Bonds  Where  You  Work. 
They  Do." — -referring  to  mihtary  purchases,  especially  by  servicemen 
in  Vietnam.  The  campaign  was  launched  by  President  Johnson  on 
February  21,  1967,  on  a  closed-circuit  telecast  to  meetings  of  some 
10,000  savings  bond  volunteers  throughout  the  Nation.  The  President 
announced  that  a  new  U.S.  savings  note,  to  be  known  as  the  Freedom 
Share  would  be  placed  on  sale  on  May  1,  1967,  as  a  companion  product 
to  the  popular  series  E  savings  bond  to  help  finance  the  Vietnam  war. 
By  June  30,  1967,  well  over  half  a  million  Americans  had  signed  up 
for  regular  purchases  of  the  bond-note  combination  through  payroll 
deductions. 

During  the  fiscal  year,  record  progress  was  made  in  promoting  the 
payroll  savings  plan  in  industry,  the  militaiy  services,  and  the  Federal 
Government.  Over  2^  million  persons  were  enrolled  in  payroll  savings 
plans,  bringing  total  payroll  savers  to  over  9K  miUion  on  June  30.  After 
taking  account  of  turnover,  retirements,  etc.,  this  resulted  in  a  net 
increase  of  1  milUon  during  the  year.  The  promotional  efforts  produced 
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20-year  records  in  the  small  denomination  series  E  bond  sales,  bought 
chiefly  by  payroll  savers. 

The  1967  payroll  savings  effort  in  industry  was  carried  out  under 
the  chairmanship  of  Daniel  J.  Haughton,  president  of  the  Lockheed 
Aircraft  Corp.,  with  top  executives  of  major  market  areas  and  key 
industries.  Intensive  campaigns  were  conducted  in  23  of  the  largest 
industrial  centers  by  members  of  the  committee.  Similar  campaigns 
took  place  in  135  urban  centers,  each  under  the  chairmanship  of  a 
top  local  business  executive.  In  addition  to  their  appearances  on  the 
national  kickoff  telecast  in  February,  Secretary  Fowler  and  other 
Treasury  officials  addressed  many  of  the  local  campaign  kickoff  meet- 
ings of  businessmen  and  other  community  leaders. 

The  largest  direct  mail  payroll  savings  campaign  in  the  Division's 
history,  consisting  of  personalized  letters  to  180,000  companies,  was 
conducted  in  February  and  March  1967.  It  resulted  in  an  unprece- 
dently  large  and  favorable  response.  These  replies  were  followed  uj) 
and  serviced  locally  with  the  assistance  of  a  volunteer  task  force  of 
over  400  junior  executives  loaned  by  industry,  who  were  directed  by 
the  Division's  field  staff. 

Staff  members  and  volunteers  followed  up  the  meetings,  letters,  and 
other  activities  with  personal  assistance  to  companies  in  organizing 
campaigns.  During  the  fiscal  year,  some  11,000  campaigns  were  com- 
pleted in  companies  of  all  sizes  A\ith  the  enrollment  of  1)2  million  new 
payroll  savers. 

Many  special  events  helped  to  promote  the  1967  campaign,  includ- 
ing the  President's  signing  up  as  the  Nation's  No.  1  purchaser  of 
savings  bonds  and  freedom  shares  through  payroll  savings.  There 
were  similar  events  involving  State  Governors,  mayors,  and  other 
officials.  Decorated  Vietnam  veterans  representing  all  services  went 
on  tour  for  savings  bonds,  apjiearing  at  meetings  and  broadcasts 
which  covered  leading  cities  in  27  States. 

Organized  labor  gave  its  full  cooperation  to  payroll  savings  cam- 
paigns in  industry.  Through  the  National  Labor  Advisory  Committee 
for  Savings  Bonds  the  sales  program  was  successfully  promoted  by 
national  unions  among  their  members. 

In  the  Federal  Government,  highly  successful  campaigns  were  con- 
ducted among  civilian  and  military  personnel  under  the  direction  of 
the  Interdepartmental  Committee  Chairman,  Postmaster  General 
Lawrence  F.  O'Brien,  Avith  strong  personal  support  from  the  President. 
Duiing  fiscal  1967,  402,000  additional  civihans  and  648,000  additional 
members  of  the  Armed  Forces  signed  bond  allotments,  bringing  total 
enrollments  to  over  3,600,000,  the  highest  since  World  War  II  and 
a  net  increase  of  half  a  million  savers  from  a  year  earlier.  Both  civilian 
and  military  participation  rates  were  at  new  peaks,  with  a  combined 
rate  estimated  at  66  percent  of  all  Federal  military  and  civilian 
personnel.  Their  total  bond  purchases  in  fiscal  1967  amounted  to 
$995  million,  a  23-percent  increase  over  1966. 

Sales  of  savings  stamps,  primarily  through  the  Nation's  schools, 
increased  2  percent  during  fiscal  year  1967.  The  women's  organiza- 
tions of  the  Nation  act  as  volunteer  leaders  in  the  promotion  of  savings 
stamps.  A  new  wallet  card,  introduced  by  President  Johnson  in  Sep- 
tember 1966,  bore  his  picture  and  his  message  saluting  the  boys  and 
girls  who  buy  stamps  and  bonds  through  the  school  savings  program. 
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Banks  and  other  financial  institutions  contributed  substantially  to 
the  success  of  the  savings  bonds-freedom  shares  program.  Over  18,000 
sales-issuing  outlets  had  become  eligible  to  issue  the  new  savings 
notes  by  June  30.  Also,  during  1967,  over  6,000  banks  sent  more 
than  20  million  letters  to  their  customers  promoting  savings  bonds 
and  freedom  shares. 

At  a  meeting  at  the  White  House  on  August  16,  1966,  representa- 
tives of  the  Advertising  Council,  the  task  force  advertising  agencies, 
and  all  major  advertising  media  heard  a  personal  appeal  from  the 
President  for  increased  support.  Reflecting  the  President's  special 
interest  in  the  bond  program,  the  Council  made  savings  bonds  the 
top  priority  campaign  in  the  public  service  field.  There  was  an  im- 
mediate response,  particularly  on  the  part  of  the  television  networks, 
to  step  up  bond  advertising,  and  this  continued  throughout  the  1967 
Share  in  Freedom  Campaign. 

The  entertainment  industry  also  supported  the  program.  The 
motion  picture  industry  contributed  two  films — a  10-minute  fea- 
turette,  "Hollywood  Star-Spangled  Revue,"  and  a  3-minute  trailer 
featuring  the  President.  These  were  produced  at  no  cost  to  the  Treas- 
ury and  circulated  to  theaters  throughout  the  country  for  showing 
at  regular  performances.  In  addition,  many  stars  of  stage,  screen, 
and  television  contributed  then-  talents  to  the  making  of  short  film 
trailers  for  showings  in  theaters  and  on  television. 

Support  in  all  advertising  media — newspapers,  magazines,  radio, 
television,  outdoor,  and  car-cards — was  at  a  high  level.  Daily  news- 
papers, for  example,  carried  over  17,000  savings  bonds  advertisements 
during  the  fiscal  year. 

The  interest  of  the  entire  advertising  industry  was  stimulated  by 
the  appointment  of  James  S.  Fish,  vice  president  for  advertising  and 
marketing  of  General  Mills,  as  a  volunteer  Consultant  to  the  Secre- 
tary of  the  Treasury  for  savings  bonds  promotion. 

Management  improvement 

The  Savings  Bonds  Division,  consisting  of  two  principal  branches, 
Sales  Operations  and  Advertising  and  Promotion,  has  seven  regional 
ojffices  and  offices  in  the  50  States  and  the  District  of  Columbia, 
through  which  sales  materials  are  disseminated. 

During  fiscal  1967,  four  State  offices  transferred  their  addresso- 
graph  operations  to  the  Chicago  Distribution  Center  and  were  able 
to  declare  their  addressograph  machines  surplus.  By  the  fiscal  j^earend 
29  State  offices  had  transferred  their  addressograph  operations  to 
the  Distribution  Center. 

For  the  Share-in-Freedom  campaign,  the  Division  recruited  local 
volunteers  from  corporations,  banks,  organizations,  and  other  similar 
sources  on  a  loan  basis  for  several  weeks  or  more.  Some  400  of  these 
volunteers,  after  a  short  briefing  course  on  Savings  Bonds  and  Free- 
dom Shares,  called  on  small  businesses  to  install  and  promote  payi'oll 
savings.  This  effort  freed  the  time  of  paid  promotional  staff  to  call 
on  larger  accounts  and  enabled  the  Division  to  reach  companies 
that  would  not  otherwise  have  been  solicited. 

Upon  the  advice  of  the  Advertising  Council,  the  number  of  volun- 
teer task  force  advertising  agencies  serving  the  Division  was  reduced 
from  seven  to  three.  Through  this  consolidation,  Division  staff  mem- 
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bers  will  be  able  to  maintain  closer  contact  with  the  agencies,  and 
it  will  be  easier  to  coordinate  the  creative  efforts  of  all  concerned. 

U.S.  Secret  Service 

The  major  responsibilities  of  the  U.S.  Secret  Service  defined  by 
section  3056,  title  18,  United  States  Code,  are  the  protection  of  the 
President  of  the  United  States,  the  members  of  his  immediate  family, 
the  President-elect,  the  Vice  President  or  other  officer  next  in  the  order 
of  succession  to  the  office  of  President,  and  the  Vice-President-elect; 
protect  a  former  President  and  his  wife  during  his  lifetime  and  the 
person  of  a  widow  and  minor  children  of  a  former  President  for  a 
period  of  4  years  after  he  leaves  or  dies  in  office,  unless  such  protec- 
tion is  declined;  the  detection  and  arrest  of  persons  committing  any 
offenses  against  the  laws  of  the  United  States  relating  to  obligations 
and  securities  of  the  United  States  and  of  foreign  governments; 
and  the  detection  and  arrest  of  persons  violating  certain  laws  relat- 
ing to  the  Federal  Deposit  Insiu-ance  Corporation,  Federal  land 
banks,  and  Federal  land  bank  associations. 

Management  improvement 

During  fiscal  1967  the  more  significant  management  improvements 
were  concentrated  in  areas  of  investigations  and  administration. 

The  Check  Forgery  Study  conducted  in  cooperation  with  the  Office 
of  the  Special  Assistant  to  the  Secretary  (for  Enforcement)  was 
completed  in  June  1967. 

A  feasibility  study  was  initiated  for  converting  statistical  reports 
into  an  ADP  system.  The  conversion  is  expected  to  provide  more 
accurate  statistical  data  for  use  in  Service  operations. 

Expansion  of  the  financial  management  program  cost  centers 
from  eight  to  13,  which  includes  five  general  support  areas  instead 
of  one,  provides  more  meaningful  analyses  of  general  support  finan- 
cial management.  The  Service  initiated  an  emergency  operating 
arrangement  for  its  EDP  system  with  a  private  contract,  negating 
the  need  for  a  previous  agreement  with  the  National  Bureau  of  Stand- 
ards. This  plan  is  expected  to  provide  total  savings  in  equipment 
rentals  for  the  fiscal  years  1967  and  1968  of  $30,000. 

Personnel 

During  fiscal  1967  the  personnel  office  of  the  Service  was  reorga- 
nized by  functional  area. 

During  fiscal  year  1967  the  Secret  Service  appointed  approximately 
100  new  special  agents,  technicians,  specialists,  and  support  personnel. 

Training 

The  Secret  Service  Training  Division,  established  October  18,  1966, 
provides  the  staffing,  resources,  and  facilities  required  to  furnish  a 
full  range  of  training  for  personnel  of  the  Secret  Service,  the  White 
House  Police,  and  the  Treasury  Guard  Force. 

The  training  program  which  includes  the  Secret  Service  Internal 
Training  Programs,  Civil  Service  Commission  Inter-agency  Training 
Programs,  and  non-Government  Training  Institutions  was  continued. 
In  addition  to  this  formal  training,  the  Secret  Service  pursued  its 
on-the-job  training  programs  for  personnel  regularly  engaged  in 
investigative  and  protective  assignments. 
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Inspection  and  audit  program 

Additional  refinements  were  made  in  the  inspection  and  audit 
program  during  fiscal  1967  to  improve  efl&ciency  and  increase  its 
value  to  management.  New  positions  were  created  to  assist  in  stand- 
ardizing inspection  techniques,  accelerate  inspections,  and  to  provide 
an  executive  development  program  for  incumbents. 

Protective  responsibilities 

The  protection  of  the  First  Family,  Vice  President,  former  Presi- 
dents, their  wives,  and  the  widow  and  minor  children  of  the  late 
President  Kennedy  continued  to  be  the  primary  responsibility  of 
the  Service. 

Investigative  responsibilities 

Investigations  required  to  meet  the  Service's  protective  responsi- 
bilities continued  to  receive  priority  attention. 

During  fiscal  1967  the  Secret  Service  arrested  1,072  persons  for 
violating  the  counterfeiting  statutes  and  recovered  over  $10  million  in 
counterfeit  currency,  an  alltime  high  in  both  categories.  The  Service 
seized  84  percent  of  all  known  counterfeits  before  they  were  placed 
in  circulation.  The  loss  to  the  public  amounted  to  $1,600,000,  a  76- 
percent  increase  over  the  previous  fiscal  year. 

Twenty-two  plants  for  the  manufacture  of  counterfeit  money 
were  seized.  These  plants  had  produced  112  varieties  of  counterfeit 
notes  with  a  value  of  over  $6.1  million;  four  of  them  had  produced 
67  kinds  of  counterfeits  valued  at  $4.8  million. 

Counterfeiting  is  an  enforcement  problem  of  increasing  magnitude, 
which  may  be  attributed  to  the  current  trend  in  criminal  activity, 
the  ease  and  speed  with  which  large  quantities  of  counterfeit  currency 
can  be  produced  on  modern  printing  equipment,  and  the  ease  of  rapid 
transportation  enabling  criminals  to  disburse  these  products  over  a 
wide  area. 

The  following  summaries  are  indicative  of  the  type  and  scope  of 
counterfeiting  activities  during  the  fiscal  year  1967. 

In  June  1966  a  new  counterfeit  $10  note  appeared  in  Los  Angeles. 
Subsequently,  19  different  varieties  of  this  note  appeared  throughout 
California  and  Secret  Service  agents  arrested  two  men  for  passing 
and  possessing  more  than  $65,000  in  these  counterfeits.  The  agents 
obtained  information  leading  to  the  source  of  the  notes. 

An  undercover  agent  was  introduced  to  the  suspects  and  shortly 
thereafter  the  plant  where  the  notes  were  manufactured  and  over 
$2,300,000  in  new  counterfeit  $20  notes  were  seized. 

It  was  later  determined  that  a  brother-in-law  of  one  of  the  principals 
in  this  case  had  stolen  over  $700,000  of  the  notes  and  taken  them  to 
his  New  Jersey  home.  As  soon  as  he  arrived  in  New  Jersey  he  began 
selling  the  notes  to  underworld  contacts.  Although  he  developed  only 
three  or  four  outlets,  small  amounts  of  the  notes  were  traced  to  numer- 
ous disassociated  passers.  The  suspect  was  arrested  in  Baltimore  in 
September  1966  and  the  remaining  notes,  totaling  over  $440,000, 
were  seized. 

This  small  group  produced  over  $3  million  in  counterfeit  notes  and 
134  persons  were  arrested  for  criminal  offenses  in  connection  with  the 
case. 
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In  October  1966  the  married  assistant  manager  of  a  printing  firm  in 
a  Southeastern  city  became  the  central  figure  in  another  case,  after 
he  began  keeping  another  woman.  The  subject  decided  to  meet  his 
increased  expenses  by  printing  counterfeit  money,  although  he  lacked 
the  nerve  to  pass  it.  A  friend  introduced  him  to  several  local  hood- 
lums who  agreed  to  buy  his  notes.  He  convinced  his  employer  that  he 
had  to  use  the  print  shop  at  night  to  complete  a  special  job.  Instead, 
he  used  the  time  to  manufacture  $1  million  in  counterfeit  $20  notes 
and  turned  them  over  to  his  contacts. 

Secret  Service  informants  soon  learned  of  the  operation  and  through 
them  an  undercover  agent  was  introduced  to  the  group  as  a  prospective 
buyer. 

The  sale  was  successful  and  the  entire  $1  miUion  was  confiscated 
before  any  of  the  notes  were  placed  in  circulation.  All  five  men  in- 
volved in  the  operation  were  arrested. 

During  September  1966  new  counterfeit  $20,  $50,  and  $100  notes 
appeared  in  New  York  City.  Little  was  learned  about  the  source  of 
these  notes  until  the  routine  arrest  of  a  passer  6  months  later.  The 
suspect  provided  information  which  led  to  the  apprehension  of  a  New 
Jersey  printer  and  the  seizure  of  plates  for  $10,  $20,  $50,  and  $100 
counterfeit  notes,  plates  for  counterfeit  foreign  currency,  and  related 
paraphernalia.  The  printer  led  agents  to  a  $400,000  cache  of  notes 
hidden  in  a  New  York  City  apartment,  and  to  another  $127,000  he 
had  placed  in  a  bus  station  locker. 

The  printer  revealed  that  the  note  passer  was  the  instigator  of  the 
counterfeiting  operation  and  a  main  distributor  of  the  notes.  The 
printer  alleged  that  he  had  been  hired  by  the  passer  and  an  associate 
to  produce  counterfeit  identification  cards  at  $150  per  week.  The 
backers,  he  said,  had  supplied  the  funds  to  purchase  the  necessary 
printing  equipment.  When  he  later  agreed  to  manufacture  the  counter- 
feit notes,  his  salary  was  raised  to  $200  per  week. 

Two  months  after  being  released  on  bond  in  connection  with  the 
original  charge,  this  informant  and  two  other  individuals  were 
identified  passing  these  notes  in  Florida.  He  was  subsequently  arrested 
by  New  Jersey  police  as  a  suspect  in  a  bank  holdup.  When  the  police 
searched  him  they  found  he  was  caiTying  $1,200  in  these  counterfeit 
notes.  He  then  led  agents  to  a  cache  of  $80,000  in  a  bank  safe  deposit 
box  and  later  identified  an  individual  to  whom  he  had  allegedly  sold 
$100,000  in  the  notes.  The  investigation  was  continuing  and  prosecu- 
tion of  the  individuals  involved  was  pending  at  the  fiscal  yearend. 

In  October  1966  a  California  motel  manager  received  a  long  distance 
call  from  two  men  who  had  checked  out  earlier  in  the  day.  They  asked 
that  if  their  room  had  not  been  rented  it  be  reserved  for  them,  since 
they  were  returning  to  pick  up  "some  articles"  they  had  forgotten. 
They  had  left  two  counterfeit  $20  notes,  which  had  been  found  when 
the  room  was  cleaned.  Local  police  had  been  alerted  and  the  men 
were  arrested  when  they  returned  the  next  morning.  Their  car  con- 
tained $106,000  in  counterfeit  $20  notes  which  was  seized. 

The  men,  printers  by  trade,  had  been  approached  2  weeks  before 
their  aiTest  by  a  person  who  wanted  to  hire  a  good  pressman  to  produce 
counterfeit  notes.  The  printers  were  taken  to  a  remote  cabin  in  the 
California  hills  where  they  were  introduced  to  their  new  "employer." 
The  plates  for  the  counterfeit  currency  had  already  been  produced,  but 
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the  printing  press  was  in  disrepair.  A  new  press  was  purchased  and 
the  notes  printed. 

Their  employer  was  later  arrested  and  agents  found  most  of  the 
notes  together  with  the  plates,  press,  and  other  paraphernaha  in 
the  cabin.  A  total  of  $387,000  in  counterfeit  notes  was  seized  in 
connection  with  this  operation. 

The  counterfeiting  of  U.S.  coins  decreased  from  approximately 
$29,000  in  fiscal  1966  to  about  $15,000  in  1967. 

The  counterfeiting  of  U.S.  currency  in  foreign  countries  continued 
to  be  of  concern,  although  only  $704,926  was  reported  during  fiscal 
year  1967.  A  great  deal  of  foreign  counterfeiting  activity  does  not 
come  to  the  attention  of  the  Secret  Service  despite  increased  Secret 
Service  liaison  overseas.  Administrative  procedures  of  many  foreign 
police  departments  do  not  require  the  reporting  to  the  United  States 
of  the  U.S.  counterfeits  they  receive. 

Liaison  with  nations  in  the  Far  East  is  handled  through  the  Secret 
Service  Office  in  Hawaii  and  the  Paris  Office  conducts  liaison  with 
countries  in  Europe,  the  Middle  East,  and  Africa. 

Secret  Service  responsibility  also  includes  the  counterfeiting  in 
the  United  States  of  currency  of  other  countries.  During  fiscal  1967 
the  Secret  Service  seized  13,548  pieces  of  counterfeit  foreign  currency. 

The  following  table  summarizes  receipts  of  counterfeit  money 
during  the  fiscal  years  1966  and  1967. 


Counterfeit  money  received,  fiscal 

years 

1966  and  1967 

Receipts  of  counterfeit  notes  and  coins 

1966 

1967 

Counterfeit  money  received  in  tiie  United  States: 

Loss  to  tlie  public.- 

$962, 060. 99 
8, 098, 417. 35 

9,060,478.34 

$1,658,100.75 

Seized  before  circulation 

8,  587, 845. 49 

Total 

10, 245, 946. 24 

Counterfeit  U.S.  currency  received  in  foreign  countries 

$642,256.00 

$704, 926. 00 

Pieces  of  counterfeit  currency  of  otlier  nations  received  in  the  United  States.. 

19,670 

13, 548 

The  Secret  Service  investigated  43,055  forged  Government  check 
cases  involving  over  $4.5  million  during  the  fiscal  year.  A  total  of 
2,431  persons  were  arrested  for  Government  check  violations. 

The  Service  investigated  6,413  cases  involving  the  forgery  and 
fraudulent  negotiation  of  U.S.  savings  bonds  having  a  maturity  value 
of  over  $700,000  and  in  this  connection  arrested  113  persons. 

Representative  cases  involving  the  forgery  of  Government  checks 
and  bonds  during  fiscal  1967  follow. 

A  search  warrant  was  served  on  the  home  of  one  of  the  principal 
offenders  in  a  Government  check  cashing  gang  in  Miami,  Fla.  In  the 
home  a  stolen  U.S.  Treasury  check  in  the  sum  of  $4,334,  a  complete 
set  of  postal  carrier  keys  (lost  in  1959)  which  fit  certain  mailboxes, 
and  a  mailman's  uniform  were  found. 

The  gang  had  operated  on  a  wide  scale  in  a  metropolitan  area 
stealing  and  forging  U.S.  Treasury  checks,  mostly  social  security 
checks.  Nineteen  persons  have  been  arrested  and  convicted  in  this 
case,  many  of  whom  are  narcotic  addicts.  The  forgery  of  500  U.S. 
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Treasury  checks  totaling  approximately  $52,000  was  traced  to  this 
gang. 

Two  forger  fugitives  traveling  in  five  States  stole,  forged,  and 
cashed  73  U.S.  Treasury  checks  totaling  $6,174  and  subsisted  for 
about  1  year  on  the  proceeds.  They  were  apprehended  when  a  police- 
man in  Oklahoma  City  stopped  their  car  for  a  traffic  violation  and 
noticed  one  of  the  men  tearing  up  a  Treasury  check.  A  further  search 
by  the  officer  disclosed  several  more  stolen  checks  in  their  possession, 

A  former  check  forger  operated  in  four  States  for  1 1  months  stealing, 
forging,  and  cashing  92  U.S.  Treasury  checks  worth  $6,465.  Eighty- 
nine  of  these  were  social  security  checks  stolen  from  rural  mail  boxes. 

A  bartender  in  a  large  city  attempted  to  sell  $12,000  worth  of 
stolen  U.S.  savings  bonds.  A  Secret  Service  undercover  agent  made 
contact  with  him  and  subsequent  negotiations  resulted  in  the  recovery 
of  72  bonds  totaling  $11,700  and  the  arrest  of  three  persons. 

A  19-year-old  AWOL  serviceman  made  connections  in  New  York 
City  to  obtain  stolen  savings  bonds  and  during  a  4-month  period 
before  he  was  arrested,  forged  and  negotiated  548  bonds  totaling 
$22,675. 

The  Secret  Service  investigated  140  Gold  Reserve  Act  violations 
during  fiscal  1967.  These  cases  are  for  the  most  part  complex  and  time 
consuming. 

The  Secret  Service  has  a  representative  on  the  Organized  Crime 
Committee  and  participates  in  investigative  activity  related  to  this 
program. 

To  help  protect  the  Government  interest  in  fiscal  activities  handled 
by  the  Federal  Reserve  System,  the  Secret  Service  provides  requested 
assistance  to  the  System,  by  conducting  security  surveys  of  all 
Federal  Reserve  banks  and  recommending  improvements. 

In  accordance  with  the  requirements  of  Executive  Order  10450  and 
Treasury  Department  Order  No.  82,  Revised,  March  9,  1966,^  for  up- 
dating employee  security  investigations  every  5  years,  28  cases  from 
the  Office  of  the  Secretary  and  176  cases  on  Secret  Service  employees 
have  been  initiated. 

The  following  tables  show  the  number  of  criminal  and  noncriminal 
investigations  comi)leted  and  arrests  made  by  the  Secret  Service  in 
fiscal  years  1966  and  1967. 

Criminal  and  noncriminal  cases  investigated,  fiscal  years  1966  and  1967 

Cases  investigated  1966  1967 

Counterfeiting -.  24,708  24,911 

Forged  Government  checks 42,645  43,055 

Forged  Government  bonds 7, 361  6, 413 

Miscellaneous  criminal 9, 237  16, 671 

Miscellaneous  noncriminal 10, 127  2, 434 


Total 93,978         93,484 


« See  1966  annual  report,  p.  509. 
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Number  of  arrests,  fiscal  years  1966  and  1967 

Offenses  1966  1967 

Counterfeiting. 866  1,072 

Forged  Government  checks 2,618  2,431 

Forged  or  stolen  bonds 73  113 

Miscellaneous 489  501 


Total 4,046  4,117 


Offenses  investigated  by  the  Secret  Service  resulted  in  the  con- 
viction of  3,292  persons — 97.2  percent  of  the  cases  brought  to  trial 
during  the  fiscal  year. 

The  incidence  of  crime  over  which  the  Secret  Service  has  investiga- 
tive jurisdiction  remains  generally  consistent  with  the  nationwide 
crime  trend. 

Cooperation 

The  Secret  Service  continues  to  receive  excellent  assistance  from 
local,  State,  and  other  Federal  law  enforcement  agencies  in  its  pro- 
tective and  investigative  responsibilities.  Interested  citizens  have 
also  aided  greatly  by  furnishing  the  Service  with  information  impor- 
tant to  its  effective  operation. 
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Public  Debit  Operations,  Regulations,  and  Legislation 

Treasury  Certificates  of  Indebtedness  and  Treasury  Notes  Offered  and  Allotted 
Exhibit  1. — Treasury  certificates  of  indebtedness 

During  the  fiscal  year  1967  there  was  one  offering  of  certificates  of  indebtedness. 
The  Treasury  circular  for  the  offering  is  reproduced  in  this  exhibit.  Following 
the  circular  is  a  table  showing  final  allotments  of  the  certificates  by  Federal 
Reserve  districts. 

DEPARTMENT  CIRCULAR  NO.  5-66.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  July  28,  1966. 

I.    OFFERING   OF    CERTIFICATES 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  offers  certificates  of  indebtedness  of  the  United 
States,  designated  5K  percent  Treasury  Certificates  of  Indebtedness  of  Series 
A-1967,  at  par,  in  exchange  for  the  following  securities  maturing  August  15, 
1966,    singly    or    in    combinations    aggregating    $1,000    or    multiples    thereof: 

4  percent  Treasury  Notes  of  Series  A-1966;  or 

3  percent  Treasury  Bonds  of  1966. 
The  amoimt  of  this  offering  will  be  limited  to  the  amount  of  eligible  securities 
tendered  in  exchange.  The  books  will  be  open  only  on  August  1  through  August  3, 
1966,  for  the  receipt  of  subscriptions. 

2.  In  addition,  holders  of  the  maturing  securities  are  offered  the  privilege  of 
exchanging  all  or  any  part  of  them  for  b}i  percent  Treasury  Notes  of  Series  A- 
1971,  which  offering  is  set  forth  in  Department  Circular,  Public  Debt  Series — 
No.  6-66,  issued  simultaneously  with  this  circular. 

II.    DESCRIPTION    OF    CERTIFICATES 

1.  The  certificates  will  be  dated  August  15,  1966,  and  will  bear  interest  from 
that  date  at  the  rate  of  5}i  percent  per  annum,  payable  semiannually  on  Feb- 
ruary 15  and  August  15,  1967.  They  will  mature  August  15,  1967,  and  will  not 
be  subject  to  call  for  redemption  prior  to  maturity. 

2.  The  income  derived  from  the  certificates  is  subject  to  all  taxes  imposed 
under  the  Internal  Revenue  Code  of  1954.  The  certificates  are  subject  to  estate, 
inheritance,  gift  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt 
from  all  taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof 
by  any  State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local 
taxing  authority. 

3.  The  certificates  will  be  acceptable  to  secure  deposits  of  public  moneys. 
They  will  not  be  acceptable  in  payment  of  taxes. 

4.  Bearer  certificates  with  interest  coupons  attached  will  be  issued  in  denom- 
inations of  $1,000,  $5,000,  $10,000,  $100,000,  $1,000,000,  $100,000,000  and 
$500,000,000.  The  certificates  will  not  be  issued  in  registered  form. 

5.  The  certificates  will  be  subject  to  the  general  regulations  of  the  Treasury 
Department,  now  or  hereafter  prescribed,  governing  U.S.  certificates. 

III.    SUBSCRIPTION    AND    ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received  at 
the  Federal  Reserve  banks  and  branches  and  at  the  Office  of  the  Treasurer  of 
the  United  States,  Washington,  D.C.  20220.  Banking  institutions  generally 
may  submit  subscriptions  for  account  of  customers,  but  only  the  Federal  Reserve 
banks  and  the  Treasury  Department  are  authorized  to  act  as  official  agencies. 

2.  Under  the  Second  Liberty  Bond  Act,  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  and  to  allot 
less  than  the  amount  of  certificates  applied  for  when  he  deems  it  to  be  in  the 
public  interest;  and  any  action  he  may  take  in  these  respects  shall  be  final.  Subject 
to  the  exercise  of  that  authority,  all  subscriptions  will  be  allotted  in  full. 
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IV.    PAYMENT 

1.  Payment  for  the  face  amount  of  certificates  allotted  hereunder  must  be 
made  on  or  before  August  15,  1966,  or  on  later  allotment,  and  may  be  made 
only  in  a  like  face  amount  of  securities  of  the  two  issues  enumerated  in  paragraph 
1  of  section  I  hereof,  which  should  accompany  the  subscription.  When  payment 
is  made  with  securities  in  bearer  form,  coupons  dated  August  15,  1966,  should 
be  detached  and  cashed  when  due.  When  payment  is  made  with  registered  secu- 
rities, the  final  interest  due  on  August  15,  1966,  will  be  paid  by  issue  of  interest 
checks  in  regular  course  to  holders  of  record  on  July  15,  1966,  the  date  the  transfer 
books  closed. 

V.    ASSIGNMENT    OF    REGISTERED    SECURITIES 

1.  Treasury  securities  in  registered  form  tendered  in  payment  for  certificates 
offered  hereunder  should  be  assigned  by  the  registered  payees  or  assignees  thereof 
to  "The  Secretary  of  the  Treasury  for  exchange  for  5>4  percent  Treasury  Cer- 
tificates of  Indebtedness  of  Series  A- 1967  to  be  delivered  to 

,"  in  accordance  with  the  general  regulations  of  the  Treasury  Department 

governing  assignments  for  transfer  or  exchange,  and  thereafter  should  be  sur- 
rendered with  the  subscription  to  a  Federal  Reserve  bank  or  branch  or  to  the 
Office  of  the  Treasurer  of  the  United  States,  Washmgton,  D.C.  20220.  The 
maturing  securities  must  be  delivered  at  the  expense  and  risk  of  the  holder. 

VI.    GENERAL   PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be  neces- 
sary, to  receive  payment  for  and  make  delivery  of  certificates  on  full-paid  sub- 
scriptions allotted,  and  they  may  issue  interim  receipts  pending  delivery  of  the 
definitive  certificates. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time,  pre- 
scribe supplemental  or  amendatory  rules  and  regulations  governing  the  offering, 
which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Joseph  W.  Barr, 
Acting  Secretary  of  the  Treasury. 


Allotments  of  Treasury  certificates  of  indebtedness  issued  during  the  fiscal  year  1967 

[In  thousands] 


b]4  percent  Series  A-1967  certificates  of 
indebtedness  issued  in  exchange  for — ' 

4  percent  3  percent 

Federal  Reserve  district                              Series  A-1966  Treasury 

Treasury  bonds  of  1966      Total  issued 

notes  maturing 

maturing  Aug.  15,  1966 
Aug.  15,  1966 

Boston $45,961  $2,086  $48,047 

New  York 4,915,091  153,558  5,068,649 

PhUadelpliia 24,718  3,492  28,210 

Cleveland 77,289  3,487  80,776 

Richmond 57,951  2,807  60,758 

Atlanta 54,355  7,317  61,672 

Chicago 154,884  13,500  168,384 

St.  Louis 89,113  6,288  95,401 

Minneapolis 41,249  2,653  43,902 

Kansas  City 59,392  4,991  64,383 

DaUas --                  52,729  9,645  62,374 

San  Francisco 48,698  79,935  128,633 

Treasury --                    6,888  1,305  8,193 

Total  certificate  allotments 5,628,318  291,064  5,919,382 

Securities  eligible  for  exchange: 

Exchanged  in  concurrent  oflering 2,307,025  270,671  2,577,696 

Total  exchanged 7,935,343  561,735  8,497,078 

Not  submitted  for  exchange - --- _--                600,537  138,437  638,974 

Total  securities  eligible  for  exchange 8,435,880  700,172  9,236,052 

» All  subscriptions  were  allotted  in  full.  b]4,  percent  Treasuiy  notes  of  Series  A-1971  were  also  offered  in 
exchange  for  the  securities  maturing  Aug.  15, 1966. 
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Exhibit  2. — Treasury  notes 

Two  Treasury  circulars,  one  containing  an  exchange  offering  and  the  other 
containing  a  cash  offering,  are  reproduced  in  this  exhibit.  Circulars  pertaining 
to  the  other  note  offerings  during  the  fiscal  year  1967  are  similar  in  form  and 
therefore  are  not  reproduced  in  this  report.  However,  essential  details  for  each 
offering  are  summarized  in  the  first  table  following  the  circulars  and  the  final 
allotments  of  the  new  notes  are  shown  in  the  second  table. 

DEPARTMENT  CIRCULAR  NO.  2-67.     PUBLIC  DEBT 

Treasury  Department 
Washington,  January  26,  1967. 

I.  offering  of  notes 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  offers  $2,000,000,000,  or  thereabouts,  of  notes 
of  the  United  States,  designated  4%  percent  Treasury  Notes  of  Series  A-1972, 
at  99.625  percent  of  their  face  value  and  accrued  interest.  The  following  notes, 
maturing  February  15,  1967,  will  be  accepted  at  par  in  payment  or  exchange, 
in  whole  or  in  part,  to  the  extent  subscriptions  are  allotted  by  the  Treasury: 

3H  percent  Treasury  Notes  of  Series  B-1967;  or 

4  percent  Treasury  Notes  of  Series  C-1967. 
The  books  will  be  open  only  on  January  30,  1967,  for  the  receipt  of  subscriptions. 

11.  description  of  notes 

1.  The  notes  will  be  dated  February  15,  1967,  and  will  bear  interest  from  that 
date  at  the  rate  of  4%  percent  per  annum,  payable  semiannually  on  August  15, 
1967,  and  thereafter  on  February  15  and  August  15  in  each  year  until  the  principal 
amount  becomes  payable.  They  will  mature  February  15,  1972,  and  will  not 
be  subject  to  call  for  redemption  prior  to  maturity. 

2.  The  income  derived  from  the  notes  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  notes  are  subject  to  estate,  inheritance, 
gift  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all 
taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof  by  any 
State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

3.  The  notes  will  be  acceptable  to  secvire  deposits  of  public  moneys.  They 
will  not  be  acceptable  in  payment  of  taxes. 

4.  Bearer  notes  with  interest  coupons  attached,  and  notes  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $1,000,  $5,000,  $10,000, 
$100,000,  $1,000,000,  $100,000,000  and  $500,000,000.  Provision  will  be  made 
for  the  interchange  of  notes  of  different  denominations  and  of  coupon  and  regis- 
tered notes,  and  for  the  transfer  of  registered  notes,  under  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury. 

5.  The  notes  will  be  subject  to  the  general  regulations  of  the  Treasury  Depart- 
ment, now  or  hereafter  prescribed,  governing  U.S.  notes. 

III.  SUBSCRIPTION  AND  ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received  at 
the  Federal  Reserve  banks  and  branches  and  at  the  Office  of  the  Treasurer  of 
the  United  States,  Washington,  D.C.  20220.  Only  the  Federal  Reserve  banks 
and  the  Treasury  IDepartment  are  authorized  to  act  as  official  agencies.  Commer- 
cial banks,  which  for  this  purpose  are  defined  as  banks  accepting  demand  deposits, 
may  submit  subscriptions  for  account  of  customers  provided  the  names  of  the 
customers  are  set  forth  in  such  subscriptions.  Others  than  commercial  banks 
will  not  be  permitted  to  enter  subscriptions  except  for  their  own  account. 
Subscriptions  from  commercial  banks  for  then-  own  account  will  be  restricted 
in  each  case  to  an  amount  not  exceeding  50  percent  of  the  combined  capital 
(not  including  capital  notes  or  debentures),  surplus  and  undivided  profits  of 
the  subscribing  bank.  Subscriptions  will  be  received  without  deposit  from  banking 
institutions  for  their  own  account,  federally  insured  savings  and  loan  associations, 
States,  political  subdivisions  or  instrumentalities  thereof,  public  pension  and 
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retirement  and  other  public  funds,  international  organizations  in  which  the 
United  States  holds  membership,  foreign  central  banks  and  foreign  States, 
dealers  who  make  primary  markets  in  Government  securities  and  report  daily 
to  the  Federal  Reserve  Bank  of  New  York  their  positions  with  respect  to  Govern- 
ment securities  and  borrowings  thereon,  Federal  Reserve  banks  and  Government 
investment  accounts.  Subscriptions  from  all  others  must  be  accompanied  by 
payment  (in  cash  or  in  notes  of  the  two  issues  enumerated  in  paragraph  1  of 
section  I  hereof,  which  will  be  accepted  at  par)  of  2  percent  of  the  amount  of  notes 
applied  for,  not  subject  to  withdrawal  until  after  allotment.  Registered  securities 
submitted  as  deposits  should  be  assigned  as  provided  in  section  V  hereof.  Following 
allotment,  any  portion  of  the  2  percent  payment  in  excess  of  2  percent  of  the 
amount  of  notes  allotted  may  be  released  upon  the  request  of  the  subscribers 

2.  All  subscribers  are  required  to  agree  not  to  purchase  or  to  sell,  or  to  make 
any  agreements  with  respect  to  the  purchase  or  sale  or  other  disposition  of  any 
notes  of  this  issue  at  a  specific  rate  or  price,  until  after  midnight  January  30,  1967. 

3.  Commercial  banks  in  submitting  subscriptions  will  be  required  to  certify 
that  they  have  no  beneficial  interest  in  any  of  the  subscriptions  they  enter  for 
the  account  of  their  customers,  and  that  their  customers  have  no  beneficial 
interest  in  the  banks'  subscriptions  for  their  own  account. 

4.  Under  the  Second  Liberty  Bond  Act,  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  to  allot  less 
than  the  amount  of  notes  applied  for,  and  to  make  different  percentage  allotments 
to  various  classes  of  subscribers  when  he  deems  it  to  be  in  the  public  interest; 
and  any  action  he  may  take  in  these  respects  shall  be  final.  Subject  to  the  exercise 
of  that  authority,  subscriptions  will  be  allotted: 

(1)  in  full  if  the  subscription  is  for  a  State,  political  subdivision  or  instru- 

mentality thereof,  public  pension  and  retirement  and  other  public 
fund,  international  organization  in  which  the  United  States  holds 
membership,  foreign  central  bank  and  foreign  State,  Federal  Reserve 
bank,  or  Government  investment  account  and  such  subscriber  certifies 
in  writing  that  at  4  p.m.,  eastern  standard  time,  January  25,  1967,  it 
owned  or  had  contracted  to  purchase  for  value  notes  of  the  two  issues 
enumerated  in  paragraph  1  of  section  I  hereof,  in  an  aggregate  amount 
equal  to  or  greater  than  the  amount  of  such  subscription  (any  such 
subscriber  may  enter  an  additional  subscription  subject  to  a  percentage 
allotment) ;  and 

(2)  on  a  percentage  basis,  to  be  publicly  announced. 
Allotment  notices  will  be  sent  out  promptly  upon  allotment. 

IV.  PAYMENT 

1.  Payment  at  99.625  percent  of  their  face  value  and  accrued  interest,  if  any, 
for  notes  allotted  hereunder  must  be  made  or  completed  on  or  before  February  15, 
1967,  or  on  later  allotment.  Payment  will  not  be  deemed  to  have  been  completed 
where  registered  notes  are  requested  if  the  appropriate  identifying  number  as 
required  on  tax  returns  and  other  documents  submitted  to  the  Internal  Revenue 
Service  (an  individual's  social  security  number  or  an  employer  identification 
number)  is  not  furnished.  In  every  case  where  full  payment  is  not  completed,  the 
payment  with  application  up  to  2  percent  of  the  amount  of  notes  allotted  shall, 
upon  declaration  made  by  the  Secretary  of  the  Treasury  in  his  discretion,  be 
forfeited  to  the  United  States.  Payment  may  be  made  for  any  notes  allotted 
hereunder  in  cash  or  by  exchange  of  notes  of  the  two  issues  enumerated  in  para- 
graph 1  of  section  I  hereof,  which  will  be  accepted  at  par.  A  cash  adjustment  will 
be  made  for  the  difference  ($3.75  per  $1,000)  between  the  par  value  of  maturing 
notes  accepted  in  exchange  and  the  issue  price  of  the  new  notes.  The  payment 
will  be  made  by  check  or  by  credit  in  any  account  maintained  by  a  banking 
institution  with  the  Federal  Reserve  bank  of  its  district,  following  acceptance  of 
the  maturing  notes.  In  the  case  of  registered  notes,  the  payment  will  be  made  in 
accordance  with  the  assignments  on  the  notes  surrendered.  When  payment  is 
made  with  notes  in  bearer  form,  coupons  dated  February  15,  1967,  should  be 
detached  and  cashed  when  due.  When  payment  is  made  with  registered  notes,  the 
final  interest  due  on  February  15,  1967,  will  be  paid  by  issue  of  interest  checks  in 
regular  course  to  holders  of  record  on  January  13,  1967,  the  date  the  transfer 
books  closed. 
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V.  ASSIGNMENT  OF  REGISTERED  NOTES 

1.  Treasury  notes  in  registered  form  tendered  as  deposits  and  in  payment  for 
notes  allotted  hereunder  should  be  assigned  by  the  registered  payees  or  assignees 
thereof,  in  accordance  with  the  general  regulations  of  the  Treasury  Department, 
in  one  of  the  forms  hereafter  set  forth.  Notes  tendered  in  payment  should  be 
surrendered  to  a  Federal  Reserve  bank  or  branch  or  to  the  Office  of  the  Treasurer 
of  the  United  States,  Washington,  D.C.  20220.  The  maturing  notes  must  be 
delivered  at  the  expense  and  risk  of  the  holder.  If  the  new  notes  are  desired 
registered  in  the  same  name  as  the  notes  surrendered,  the  assignment  should 
be  to  "The  Secretary  of  the  Treasury  for  4%  percent  Treasury  Notes  of  Series 
A-1972;"  if  the  new  notes  are  desired  registered  in  another  name,  the  assignment 
should  be  to  "The  Secretary  of  the  Treasury  for  4%  percent  Treasury  Notes  of 

Series  A-1972  in  the  name  of ;"  if  new  notes  in  coupon 

form  are  desired,  the  assignment  should  be  to  "The  Secretary  of  the  Treasury  for 
4%  percent  Treasury  Notes  of  Series  A-1972  in  coupon  form  to  be  delivered  to 


VI.  GENERAL  PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be  necessary, 
to  receive  payment  for  and  make  delivery  of  notes  on  full-paid  subscriptions 
allotted,  and  they  may  issue  interim  receipts  pending  delivery  of  the  definitive 
notes. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time, 
prescribe  supplemental  or  amendatory  rules  and  regulations  governing  the 
offering  which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 


DEPARTMENT  CIRCULAR  NO.  6-67.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  April  27,  1967. 

I.  offering  of  notes 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  offers  notes  of  the  United  States,  designated 
4?/i  percent  Treasury  Notes  of  Series  B-1972  at  par: 

(1)  in  exchange  for  4>4  percent  Treasury  Notes  of  Series  D-1967,  dated 
November  15,  1965,  due  May  15,  1967; 

(2)  with  a  cash  payment  of  $1.00  per  $1,000  to  the  United  States  in  exchange 

for  2>^  percent  Treasury  Bonds  of  1962-67,  dated  May  5,   1942,  due 
June  15,  1967,  in  amounts  of  $1,000  or  multiples  thereof; 

(3)  with  a  cash  payment  of  $3.00  per  $1,000  to  the  subscriber  in  exchange 

for  bM  percent  Treasury  Certificates  of  Indebtedness  of  Series  A-1967, 
dated  August  15,  1966,  due  August  15,  1967; 

(4)  with  a  cash  payment  of  $1.50  per  $1,000  to  the  United  States  in  ex- 

change for  3%  percent  Treasury  Notes  of  Series  A-1967,  dated  Sep- 
tember 15,  1962,  due  August  15,  1967;  or 

(5)  with  a  cash  payment  of  $2.00  per  $1,000  to  the  subscriber  in  exchange 

for  4%  percent  Treasury  Notes  of  Series  E-1967,  dated  February  15, 

1966,  due  August  15,  1967. 
Interest  will  be  adjusted  as  of  May  15,  1967,  in  the  case  of  the  securities  due 
June  15  and  August  15,  1967.  Net  payments  on  account  of  accrued  interest 
due  subscribers  and  cash  adjustments  due  to  and  from  subscribers  will  be  made 
as  set  forth  in  section  IV  hereof.  The  amount  of  this  ofl"ering  will  be  limited  to 
the  amount  of  eligible  securities  tendered  in  exchange.  The  books  will  be  open 
only  on  May  1  through  May  3,  1967,  for  the  receipt  of  subscriptions. 


158   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

2.  In  addition,  holders  of  the  4}^  percent  notes  of  Series  D-1967,  and  the  2% 
percent  bonds  of  1962-67  are  offered  the  privilege  of  exchanging  all  or  any  part 
of  such  securities  for  4}4  percent  Treasury  Notes  of  Series  C-196S,  which  offering 
is  set  forth  in  Department  Circular,  Public  Debt  Series — No.  5-67,  issued  simul- 
taneously with  this  circular. 

II.    DESCRIPTION    OF    NOTES 

1.  The  notes  will  be  dated  May  15,  1967,  and  will  bear  interest  from  that  date 
at  the  rate  of  4%  percent  per  annum,  payable  semiannually  on  November  15, 
1967,  and  thereafter  on  May  15  and  November  15  in  each  year  until  the  prin- 
cipal amount  becomes  payable.  They  will  mature  May  15,  1972,  and  will  not 
be  subject  to  call  for  redemption  prior  to  maturity. 

2.  The  income  derived  from  the  notes  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  notes  are  subject  to  estate,  inheritance, 
gift  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all 
taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof  by  any 
State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

3.  The  notes  will  be  acceptable  to  secure  deposits  of  public  moneys.  They  will 
not  be  acceptable  in  payment  of  taxes. 

4.  Bearer  notes  with  interest  coupons  attached,  and  notes  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $1,000,  $5,000,  $10,000, 
$100,000,  $1,000,000,  $100,000,000  and  $500,000,000.  Provision  will  be  made 
for  the  interchange  of  notes  of  different  denominations  and  of  coupon  and  regis- 
tered notes,  and  for  the  transfer  of  registered  notes,  under  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury. 

5.  The  notes  will  be  subject  to  the  general  regulations  of  the  Treasury  De- 
partment, now  or  hereafter  prescribed,  governing  U.S.  notes. 

III.    SUBSCRIPTION    AND    ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received  at 
the  Federal  Reserve  banks  and  branches  and  at  the  Office  of  the  Treasurer  of 
the  United  States,  Washington,  D.C.  20220.  Banking  institutions  generally 
may  submit  subscriptions  for  account  of  customers,  but  only  the  Federal  Reserve 
banks  and  the  Treasury  Department  are  authorized  to  act  as  official  agencies. 

2.  Under  the  Second  Liberty  Bond  Act,  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  and  to  allot 
less  than  the  amount  of  notes  applied  for  when  he  deems  it  to  be  in  the  public 
interest;  and  any  action  he  may  take  in  these  respects  shall  be  final.  Subject  to 
the  exercise  of  that  authority,  all  subscriptions  will  be  allotted  in  full. 

IV.    PAYMENT 

1.  Payment  for  the  face  amount  of  notes  allotted  hereunder  must  be  made  on 
or  before  May  15,  1967,  or  on  later  allotment,  and  may  be  made  only  in  a  like 
face  amount  of  securities  of  the  five  issues  enumerated  in  paragraph  1  of  section  I 
hereof,  which  should  accompany  the  subscription.  Payment  will  not  be  deemed  to 
have  been  completed  where  registered  notes  are  requested  if  the  appropriate  iden- 
tifying number  as  required  on  tax  returns  and  other  documents  submitted  to  the 
Internal  Revenue  Service  (an  individual's  social  security  number  or  an  employer 
identification  number)  is  not  furnished.  Cash  payments  due  to  subscribers  will 
be  made  by  check  or  by  credit  in  any  account  maintained  by  a  banking  institu- 
tion with  the  Federal  Reserve  bank  of  its  district  following  acceptance  of  the 
securities  surrendered.  In  the  case  of  registered  securities,  the  payment  will  be 
made  in  accordance  with  the  assignments  thereon. 

2.  4y4  percent  notes  of  Series  D-1967. — Coupons  dated  May  15,  1967,  should 
be  detached  and  cashed  when  due.' 

3.  2y2  percent  bonds  of  1962-67. — Coupons  dated  June  15,  1967,  must  be  attached 
to  bonds  in  bearer  form  when  surrendered.  Accrued  interest  from  December  15, 
1966,  to  May  15,  1967  ($10.37088  per  $1,000),  will  be  credited,  the  payment 
($1.00  per  $1,000)  due  the  United  States  will  be  charged  and  the  difference 
($9.37088  per  $1,000)  will  be  paid  to  subscribers. 

'  Interest  due  on  May  15,  1967,  on  registered  securities  will  be  paid  by  issue  of  interest  checks  in  regular 
course  to  holders  of  record  on  Apr.  14,  1967,  the  date  tlie  transfer  books  closed. 
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4.  6Vi  percent  certificates  of  Series  A-1967. — Coupons  dated  August  15,  1967, 
must  be  attached  to  the  certificates  when  surrendered.  Accrued  interest  from 
February  15  to  May  15,  1967  ($12.90746  per  $1,000),  plus  the  cash  payment  of 
$3.00  per  $1,000  will  be  paid  to  subscribers. 

5.  SVi  percent  notes  of  Series  A-1967. — Coupons  dated  August  15,  1967,  must 
be  attached  to  the  notes  in  bearer  form  when  surrendered.  Accrued  interest  from 
February  15  to  May  15,  1967  ($9.21961  per  $1,000),  will  be  credited,  the  pay- 
ment ($1.50  per  $1,000)  due  the  United  States  will  be  charged  and  the  difference 
($7.71961  per  $1,000)  will  be  paid  to  subscribers. 

6.  4K  percent  notes  of  Series  E-1967. — Coupons  dated  August  15,  1967,  must 
be  attached  to  the  notes  in  bearer  form  when  surrendered.  Accrued  interest  from 
February  15  to  May  15,  1967  ($11.98550  per  $1,000),  plus  the  cash  payment  of 
$2.00  per  $1,000  will  be  paid  to  subscribers. 

V.    ASSIGNMENT    OF    REGISTERED    SECURITIES 

1.  Treasury  securities  in  registered  form  tendered  in  payment  for  notes  offered 
hereunder  should  be  assigned  by  the  registered  payees  or  assignees  thereof,  in 
accordance  with  the  general  regulations  of  the  Treasury  Department  governing 
assignments  for  transfer  or  exchange,  in  one  of  the  forms  hereafter  set  forth, 
and  thereafter  should  be  surrendered  with  the  subscription  to  a  Federal  Reserve 
bank  or  branch  or  to  the  Office  of  the  Treasurer  of  the  United  States,  Washington, 
D.C.  20220.  The  securities  must  be  delivered  at  the  expense  and  risk  of  the 
holder.  If  the  new  notes  are  desired  registered  in  the  same  name  as  the  securities 
surrendered,  the  assignment  should  be  to  "The  Secretary  of  the  Treasury  for 
exchange  for  4^4  percent  Treasury  Notes  of  Series  B-1972";  if  the  new  notes 
are  desired  registered  in  another  name,  the  assignment  should  be  to  "The  Secre- 
tary of  the  Treasury  for  exchange  for  4^4  percent  Treasury  Notes  of  Series  B-1972 

in  the  name  of ";  if  new  notes  in  coupon  form  are  desired, 

the  assignment  should  be  to  "The  Secretary  of  the  Treasury  for  exchange  for  4% 
percent  Treasury   Notes  of  Series  B-1972  in  coupon  form  to  be  delivered  to 


VI.    GENERAL    PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be  neces- 
sary, to  receive  payment  for  and  make  delivery  of  notes  on  full-paid  subscriptions 
allotted,  and  they  may  issue  interim  receipts  pending  delivery  of  the  definitive 
notes. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time,  pre- 
scribe supplemental  or  amendatory  rules  and  regulations  governing  the  offering, 
which  will  be  communicated  prompt'y  to  the  Federal  Reserve  banks. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 
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Treasury  Bills  Offered  and  Tenders  Accepted 

Exhibit  3.— Treasury  bills 

During  the  fiscal  year  there  were  52  weekly  issues  each  of  13- week  and  26- 
week  bills  (the  13- week  bills  represent  additional  issues  of  bills  with  an  original 
maturity  of  26  weeks),  twelve  1-year  issues,  ten  9-month  issues  (representing 
additional  issues  of  bills  with  an  original  maturity  of  1  year),  one  strip  of  addi- 
tional amounts  of  three  outstanding  1-year  issues,  and  six  issues  of  tax  anticipa- 
tion series.  In  September  the  Treasury  adopted  the  policy  of  issuing  monthly 
a  1-year  issue  and  a  9-month  issue.  Three  press  releases  inviting  tenders,  which 
are  representative  of  all  types  of  bill  issues,  are  reproduced  in  this  exhibit  as 
follows:  strip  of  issues,  November  10,  1966;  tax  anticipation  series,  March  1,  1967; 
and  weekly  and  monthly  issues.  May  17,  1967.  Also  reproduced  is  the  press  release 
of  May  24,  1967,  which  is  representative  of  the  releases  announcing  the  accept- 
ance of  tenders  for  all  types  of  issues.  Following  the  press  releases  is  a  table  of 
data  for  each  issue  issued  during  the  fiscal  year. 

PRESS  RELEASE  OF  NOVEMBER  10,  1966 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  additional 
amounts  of  three  series  of  Treasury  bills  to  an  aggregate  amount  of  $1,200,000,- 
000,  or  thereabouts,  for  cash  and  in  exchange  for  Treasury  bills  maturing  Novem- 
ber 25,  1966.  The  additional  bills  will  be  issued  November  25,  1966,  will  be  in  the 
amounts,  and  will  be  in  addition  to  the  bills  originally  issued  and  maturing, 
as  follows: 


Amount  of      Original  Maturity    Days  from        Amount 
additional  issue         dates      Nov.  25,  1966     currently 

issue  dates         1967       to  maturity  outstanding 

1966  (in  millions) 


$400,000,000      Mar.  31    Mar.  31  126  $1,000 

400,000,000      Apr.  30    Apr.  30  156  1,001 

400,000,000      May   31    May   31  187  1,001 


1, 200, 000, 000 


The  additional  and  original  bills  will  be  freely  interchangeable. 

Each  tender  submitted  must  be  in  the  amount  of  $3,000,  or  an  even  multiple 
thereof,  and  one-third  of  the  amount  tendered  will  be  applied  to  each  of  the 
above  series  of  bills. 

The  bills  offered  hereunder  will  be  issued  on  a  discount  basis  under  competitive 
and  noncompetitive  bidding  as  hereinafter  provided,  and  at  maturity  their 
face  amount  will  be  payable  without  interest.  They  will  be  issued  in  bearer  form 
only,  and  in  denominations  of  $1,000,  $5,000,  $10,000,  $50,000,  $100,000,  $500,000 
and  $1,000,000  (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  1:30  p.m.,  eastern  standard  time,  Thursday,  November  17,  1966. 
Tenders  will  not  be  received  at  the  Treasury  Department,  Washington.  In  the 
case  of  competitive  tenders  the  price  offered  must  be  expressed  on  the  basis 
of  100,  with  not  more  than  three  decimals;  e.g.,  99.925.  Fractions  may  not  be 
used.  A  single  price  must  be  submitted  for  each  unit  of  $3,000,  or  even  multiple 
thereof.  A  unit  represents  $1,000  face  amount  of  each  issue  of  bills  offered  here- 
under, as  previously  described.  It  is  urged  that  tenders  be  made  on  the  printed 
forms  and  forwarded  in  the  special  envelopes  which  will  be  supplied  by  Federal 
Reserve  banks  and  branches  on  application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tenders  except  for  their 
own  account.  Tenders  will  be  received  without  deposit  from  incorporated  banks 
and  trust  companies  and  from  responsible  and  recognized  dealers  in  investment 
securities.  Tenders  from  others  must  be  accompanied  by  payment  of  2  percent  of 
the  face  amount  of  Treasury  bills  applied  for,  unless  the  tenders  are  accompanied 
by  an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust  company. 
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All  bidders  are  required  to  agree  not  to  purchase  or  to  sell,  or  to  make  any 
agreements  with  respect  to  the  purchase  or  sale  or  other  disposition  of  any  bills 
of  these  additional  issues  at  a  specific  rate  or  price  until  after  1:30  p.m.,  eastern 
standard  time,  Thursday,  November  17,  1966. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasurj^  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or  reject  any 
or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  shall  be 
final.  Noncompetitive  tenders  for  $120,000  or  less  (in  even  multiples  of  $3,000) 
without  stated  price  from  any  one  bidder  will  be  accepted  in  full  at  the  average 
price  (in  three  decimals)  of  accepted  competitive  bids.  Settlement  for  accepted 
tenders  in  accordance  with  the  bids  must  be  made  or  completed  at  the  Federal 
Reserve  bank  on  November  25,  1966,  in  cash  or  other  immediately  available 
funds  or  in  a  like  face  amount  of  Treasury  bills  maturing  November  25,  1966, 
provided,  however,  any  qualified  depositary  will  be  permitted  to  make  payment 
by  credit  in  its  Treasury  tax  and  loan  account  for  Treasury  bills  allotted  to  it 
for  itself  and  its  customers  up  to  any  amount  for  w^hich  it  shall  be  qualified  in 
excess  of  existing  deposits  w^hen  so  notified  by  the  Federal  Reserve  bank  of  its 
district.  Cash  and  exchange  tenders  will  receive  equal  treatment.  Cash  adjust- 
ments will  be  made  for  differences  between  the  par  value  of  maturing  bills  accepted 
in  exchange  and  the  issue  price  of  the  new  bills. 

The  income  derived  from  Treasury  bills,  w^hether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are 
subject  to  estate,  inheritance,  gift  or  other  excise  taxes,  whether  Federal  or  State, 
but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal  or 
interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States, 
or  by  any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  discount 
at  which  Treasury  bills  are  originally  sold  by  the  United  States  is  considered  to 
be  interest. 

Under  sections  454(b)  and  1221(5)  of  the  Internal  Revenue  Code  of  1954 
the  amount  of  discount  at  which  bills  issued  hereunder  are  sold  is  not  considered 
to  accrue  until  such  bills  are  sold,  redeemed  or  otherwise  disposed  of,  and  such 
bills  are  excluded  from  consideration  as  capital  assets.  Accordingly,  the  owner 
of  Treasury  bills  (other  than  life  insurance  companies)  issued  hereunder  need 
include  in  his  income  tax  return  only  the  difference  between  the  price  paid  for 
such  bills,  whether  on  original  issue  or  on  subsequent  purchase,  and  the  amount 
actually  received  either  upon  sale  or  redemption  at  maturity  during  the  taxable 
year  for  which  the  return  is  made,  as  ordinary  gain  or  loss.  Purchasers  of  a 
strip  of  the  bills  offered  hereunder  should,  for  tax  purposes,  take  such  bills  on 
to  their  books  on  the  basis  of  their  purchase  price  prorated  to  each  of  the  three 
outstanding  issues  using  as  a  basis  for  proration  the  closing  market  prices  for 
each  of  the  issues  on  November  25,  1966.  (Federal  Reserve  banks  will  have 
available  a  list  of  these  market  prices,  based  on  the  mean  between  the  bid  and 
asked  quotations  furnished  by  the  Federal  Reserve  Bank  of  New  York.) 

Treasury  Department  Circular  No.  418,  revised,  and  this  notice,  prescribe  the 
terms  of  the  Treasury  bills  and  govern  the  conditions  of  their  issue.  Copies  of  the 
circular  may  be  obtained  from  any  Federal  Reserve  bank  or  branch. 


PRESS  RELEASE  OF  MARCH  1,   1967 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  $2,700,- 
000,000,  or  thereabouts,  of  101-day  Treasury  bills  (to  maturity  date),  to  be  issued 
March  13,  1967,  on  a  discount  basis  imdor  competitive  and  noncompetitive 
bidding  as  hereinafter  provided.  The  bills  of  this  series  will  be  designated  tax 
anticipation  series  and  represent  an  additional  amount  of  bills  dated  October  18, 
1966,  to  mature  June  22,  1967,  originally  issued  in  the  amount  of  $2,006,632,000 
(an  additional  $800,885,000  was  issued  December  12,  1966).  The  additional  and 
original  bills  will  be  freely  interchangeable.  They  will  be  accepted  at  face  value 
in  payment  of  income  taxes  due  on  June  15,  1967,  and  to  the  extent  they  are  not 
presented  for  this  purpose  the  face  amount  of  these  bills  will  be  payable  without 
interest  at  maturity.  Taxpayers  desiring  to  apply  these  bills  in  payment  of  June  15, 
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1967,  income  taxes  have  the  privilege  of  surrendering  them  to  any  Federal  Reserve 
bank  or  branch  or  to  the  Office  of  the  Treasurer  of  the  United  States,  Washington, 
not  more  than  15  days  before  June  15,  1967,  and  receiving  receipts  therefor 
showing  the  face  amount  of  the  bills  so  surrendered.  These  receipts  may  be  sub- 
mitted in  Ueu  of  the  bills  on  or  before  June  15,  1967,  to  the  district  director  of 
Internal  Revenue  for  the  district  in  which  such  taxes  are  payable.  The  bills  will 
be  issued  in  bearer  form  only,  and  in  denominations  of  $1,000,  $5,000,  $10,000, 
$50,000,  $100,000,  $500,000,  and  $1,000,000  (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  1:30  p.m.,  eastern  standard  time,  Tuesday,  March  7,  1967.  Tenders 
will  not  be  received  at  the  Treasury  Department,  Washington.  Each  tender 
must  be  for  an  even  multiple  of  $1,000,  and  in  the  case  of  competitive  tenders 
the  price  offered  must  be  expressed  on  the  basis  of  100,  with  not  more  than  three 
decimals;  e.g.,  99.925.  Fractions  may  not  be  used.  It  is  urged  that  tenders  be 
made  on  the  printed  forms  and  forwarded  in  the  special  envelopes  which  will 
be  supplied  by  Federal  Reserve  banks  or  branches  on  application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tenders  except  for  their  own 
account.  Tenders  will  be  received  without  deposit  from  incorporated  banks  and 
trust  companies  and  from  responsible  and  recognized  dealers  in  investment  secu- 
rities. Tenders  from  others  must  be  accompanied  by  payment  of  2  percent  of  the 
face  amount  of  Treasury  bills  applied  for,  unless  the  tenders  are  accompanied  by 
an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust  company. 

All  bidders  are  required  to  agree  not  to  purchase  or  to  sell,  or  to  make  any 
agreements  with  respect  to  the  purchase  or  sale  or  other  disposition  of  any  bills 
of  this  issue  at  a  specific  rate  or  price,  until  after  1:30  p.m.,  eastern  standard 
time,  Tuesday,  March  7,  1967. 

Immediately  after  the  closing  hour,  tenders  wUl  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or  reject 
any  or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  shall 
be  final.  Subject  to  these  reservations,  noncompetitive  tenders  for  $400,000  or 
less  without  stated  price  from  any  one  bidder  will  be  accepted  in  full  at  the 
average  price  (in  three  decimals)"  of  accepted  competitive  bids.  Payment  of 
accepted  tenders  at  the  prices  offered  must  be  made  or  completed  at  the  Federal 
Reserve  bank  in  cash  or  other  immediately  available  funds  on  March  13,  1967, 
provided,  however,  any  qualified  depositary  will  be  permitted  to  make  payment 
by  credit  in  its  Treasury  tax  and  loan  account  for  not  more  than  50  percent  of 
the  amount  of  Treasury  bills  allotted  to  it  for  itself  and  its  customers  up  to  any 
amount  for  which  it  shall  be  qualified  in  excess  of  existing  deposits  when  so 
notified  by  the  Federal  Reserve  bank  of  its  district. 

The  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are 
subject  to  estate,  inheritance,  gift  or  other  excise  taxes,  whether  Federal  or  State, 
but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal  or 
interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States,  or 
by  any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  discount 
at  which  Treasury  bills  are  originally  sold  by  the  United  States  is  considered 
to  be  interest.  Under  sections  454(b)  and  1221(5)  of  the  Internal  Revenue  Code 
of  1954  the  amount  of  discount  at  which  bills  issued  hereunder  are  sold  is  not 
considered  to  accrue  until  such  bills  are  sold,  redeemed  or  otherwise  disposed  of, 
and  such  bills  are  excluded  from  consideration  as  capital  assets.  Accordingly, 
the  owner  of  Treasury  bills  (other  than  life  insurance  companies)  issued  hereunder 
need  include  in  his  income  tax  return  only  the  difference  between  the  price  paid 
for  such  bills,  whether  on  original  issue  or  on  subsequent  purchase,  and  the 
amount  actually  received  either  upon  sale  or  redemption  at  maturity  during  the 
taxable  year  for  which  the  return  is  made,  as  ordinary  gain  or  loss. 

Treasury  Department  Circular  No.  418  (current  revision)  and  this  iiotice 
prescribe  the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their  issue. 
Copies  of  the  circular  may  be  obtained  from  any  Federal  Reserve  bank  or  branch. 
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PRESS  RELEASE  OF  MAY  17,  1967 

The  Treasury  Dcpartiiieut-,  by  this  pul^lic  notice,  invites  tenders  for  two  series 
of  Treasury  bills  to  the  aggi-egate  amount  of  $1,400, 000, ()()(),  or  thereabouts,  for 
cash  and  in  exchangii  for  Treasury  bills  maturing  May  31,  1967,  in  the  amount  of 
$1,401,990,000,  as  follows: 

274-day  bills  (to  maturity  date)  to  be  issued  May  31,  1967,  in  the  amount  of 
$500,000,000,  or  thereabouts,  representing  an  additional  amount  of  bills  dated 
February  28,  1967,  and  to  mature  February  29,  1968,  originally  issued  in  the 
amount  of  $901,029,000,  the  additional  and  original  bills  to  be  freely  interchange- 
able. 

366-day  bills,  for  $900,000,000,  or  thereabouts,  to  be  dated  May  31,  1967,  and 
to  mature  May  31,   1968. 

The  bills  of  both  series  will  be  issued  on  a  discount  basis  under  competitive 
and  noncompetitive  bidding  as  hereinafter  provided,  and  at  maturity  their  face 
amount  will  be  payable  without  interest.  They  will  be  issued  in  bearer  form  only, 
and  in  denominations  of  $1,000,  $5,000,  $10,000,  $50,000,  $100,000,  $500,000,  and 
$1,000,000  (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  1:30  p.m.,  eastern  daylight  saving  time,  Wednesday,  May  24,  1967. 
Tenders  will  not  be  received  at  the  Treasury  Department,  Washington.  Each 
tender  must  be  for  an  even  multiple  of  $1,000,  and  in  the  case  of  competitive 
tenders  the  price  offered  must  be  expressed  on  the  basis  of  100,  with  not  more  than 
three  decimals;  e.g.,  99.925.  Fractions  may  not  be  used.  (Notwithstanding  the 
fact  that  the  1-year  bills  will  run  for  366  days,  the  discount  rate  will  be  computed 
on  a  bank  discount  basis  of  360  days,  as  is  currently  the  practice  on  all  issues  of 
Treasury  bills.)  It  is  urged  that  tenders  be  made  on  the  printed  forms  and  for- 
warded in  the  special  envelopes  which  will  be  supplied  by  Federal  Reserve  banks 
or  branches  on  application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tenders  except  for  their  own 
account.  Tenders  will  be  received  without  deposit  from  incorporated  banks  and 
trust  companies  and  from  responsible  and  recognized  dealers  in  investment 
securities.  Tenders  from  others  must  be  accompanied  by  payment  of  2  percent 
of  the  face  amount  of  Treasury  bills  applied  for,  unless  the  tenders  are  accompanied 
by  an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust  company. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  w^ill  be 
made  by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted 
bids.  Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection 
thereof.  The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or 
reject  any  or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect 
shall  be  final.  Subject  to  these  reservations,  noncompetitive  tenders  for  each 
issue  for  $200,000  or  less  without  stated  price  from  any  one  bidder  will  be  accepted 
in  full  at  the  average  price  (in  three  decimals)  of  accepted  competitive  bids  for 
the  respective  issues.  Settlement  for  accepted  tenders  in  accordance  with  the 
bids  must  be  made  or  completed  at  the  Federal  Reserve  bank  on  May  31,  1967, 
in  cash  or  other  immediately  available  funds  or  in  a  like  face  amount  of  Treasury 
bills  maturing  May  31,  1967.  Cash  and  exchange  tenders  will  receive  equal 
treatment.  Cash  adjustments  will  be  made  for  differences  between  the  par  value 
of  maturing  bills  accepted  in  exchange  and  the  issue  price  of  the  new  bills. 

The  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are  sub- 
ject to  estate,  inheritance,  gift  or  other  excise  taxes,  whether  Federal  or  State, 
but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal  or 
interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States,  or  by 
any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  discount  at 
which  Treasury  bills  are  originally  sold  by  the  United  States  is  considered  to  be 
interest.  Under  sections  454(b)  and  1221(5)  of  the  Internal  Revenue  Code  of 
1954  the  amount  of  discount  at  which  bills  issued  hereunder  are  sold  is  not  con- 
sidered to  accrue  until  such  bills  are  sold,  redeemed  or  otherwise  disposed  of,  and 
such  bills  are  excluded  from  consideration  as  capital  assets.  Accordingly,  the 
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owner  of  Treasury  bills  (other  than  life  insurance  companies)  issued  hereunder 
need  include  in  his  income  tax  return  only  the  difference  between  the  price  paid 
for  such  bills,  whether  on  original  issue  or  on  subsequent  purchase,  and  the  amount 
actually  received  either  upon  sale  or  redemption  at  maturity  during  the  taxable 
year  for  which  the  return  is  made,  as  ordinary  gain  or  loss. 

Treasury  Department  Circular  No.  418  (current  revision)  and  this  notice 
prescribe  the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their  issue. 
Copies  of  the  circular  may  be  obtained  from  any  Federal  Reserve  bank  or  branch. 


PRESS  RELEASE  OF  MAY  24,   1967 

The  Treasury  Department  announced  that  the  tenders  for  two  series  of  Treasury 
bills,  one  series  to  be  an  additional  issue  of  the  bills  dated  February  28,  1967, 
and  the  other  series  to  be  dated  May  31,  1967,  which  were  offered  on  May  17, 
1967,  were  opened  at  the  Federal  Reserve  banks  today.  Tenders  were  invited 
for  $500,000,000,  or  thereabouts,  of  the  274-day  bills  and  for  $900, 000, 000, or 
thereabouts,  of  366-day  bills.  The  details  of  the  two  series  are  as  follows: 


Range  of  accepted  competive  bids 


274-day  Treasury  bills 
maturing  Feb.  29,  1968 


Price 


Approximate 

equivalent 

annual 

rate 


366-day  Treasury  bills 
maturing  May  31,  1968 


Price 


Approximate 

equivalent 

annual 

rate 


High 97.  028 

Low 196.971 

Average 96.998 


Percent 
3.  905 
3.980 

3  3.  944 


96.  030 

2  95.  966 

96.  001 


Percent 
3.905 
3.968 

3  3.  933 


'38  percent  of  the  amount  of  274-day  bills  bid  for  at  the  low  price  was  accepted. 

2  1  percent  of  the  amount  of  366-day  bills  bid  for  at  the  low  price  was  accepted. 

3  These  rates  are  on  a  bank  discount  basis.  The  equivalent  coupon  issue  yields  are  4.11  percent  for  the 
274-day  bills,  and  4.12  percent  for  the  366-day  bills. 

Total  tenders  applied  for  and  accepted  by  Federal  Reserve  districts 


District 


Applied  for 


Accepted 


Applied  for 


Accepted 


Boston $10,000  $10,000 

NewYork 869,526,000  420,926,000 

Philadelphia 4,877,000  877,000 

Cleveland 5,510,000  5,510,000 

Richmond 312,000  312,000 

Atlanta 5,325,000  2,325,000 

Chicago 203, 129,  000  38, 129,  000 

St.  Louis 1,381,000  1,381,000 

Minneapolis 600,000  600,000 

Kansas  City 3,372,000  3,372,000 

DaUas 11,440,000  9,440,000 

SanFrancisco 27,158,000  17,158,000 

Total 1,132,640,000  '500,040,000 


$25,  025,  000 

1,  004, 830,  000 

8,  702,  000 

11,313,000 

7, 134,  000 

9, 846,  000 

254, 339,  000 

6, 148,  000 

1,  226,  000 

6,  252,  000 

12,  253,  000 

51,  424,  000 


$5,  025,  000 

702,  580,  000 

702,  000 

11,313,000 

7,  134,  000 

5,  846,  000 
114,339,000 

4, 148,  000 
1,  226,  000 

6,  252,  000 
10,  253,  000 
31, 424,  000 


1,  398,  492,  000         2  900,  242,  000 


'  Includes  $14, .583, 000  noncompetitive  tenders  accepted  at  the  average  price  of  96.998. 
'  Includes  $25,008,000  noncompetitive  tenders  accepted  at  the  average  price  of  96.001. 
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Regulations 

Exhibit  4. — First  amendment,  February  24,  1967,  of  Department  Circular  No.  300, 
general  regulations  with  respect  to  U.S.  securities 

Treasury  Department, 
Washington,  February  S4,  1967. 
Section  306.0  of  Department  Circular  No.  300,  Third  Revision,  dated  December 
23,  1964  (31  CFR  Part  306),  is  hereby  amended,  as  foUows: 

Sec.  306.0  Applicability  of  regulations. — These  regulations  apply  to  all  United 
States  transferable  and  nontransferable  securities,'  other  than  United  States 
Savings  Bonds  and  United  States  Savings  Notes,  to  the  extent  specified  in  these 
regulations,  the  offering  circulars  or  special  regulations  governing  such  securities. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary. 


Exhibit  5. — Third  amendment,  March  3,  1967,  of  Department  Circular  No.  418, 
United  States  of  America  Treasury  bills 

Treasury  Department, 
Washington,  March  3,  1967. 
Department  Circular  No.  418,  Revised,  dated  February  23,  1954  (31  CFR  309), 
as  amended,  is  hereby  further  amended  by  revising  section  309.5  as  follows: 
Sec.  309.5     Acceptance  of  Treasury  bills  for  various  purposes. — 

(a)  Acceptable  as  security  for  public  deposits. — Treasury  bills  will  be 
acceptable   at   maturity  value   to  secure   deposits   of  public   moneys. 

(b)  Acceptable  in  payment  of  taxes. — The  Secretary  of  the  Treasury, 
in  his  discretion,  when  inviting  tenders  for  Treasury  bills,  may  provide 
that  Treasury  bills  of  any  series  will  be  acceptable  at  maturity  value, 
whether  at  or  before  maturity,  under  such  rules  and  regulations  as  he 
shall  prescribe  or  approve,  in  payment  of  income  taxes  payable  under 
the  provisions  of  the  Internal  Revenue  Code.  Treasury  bills  which  by 
the  terms  of  their  issue  are  acceptable  in  payment  of  income  taxes  may 
be  surrendered  to  any  Federal  Reserve  bank  or  branch,  acting  as  fiscal 
agent  of  the  United  States,  or  to  the  Office  of  the  Treasurer  of  the 
United  States,  Washington,  D.C.  20220,  fifteen  days  or  less  before  the 
date  on  which  the  taxes  become  due. 

(i)  In  the  case  of  payments  of  corporation  income  taxes  (including 
payments  of  estimates)  for  taxable  years  ending  on  or  after  Decem- 
ber 31,  1967,  the  bills  shall  be  accompanied  by  a  preinscribed 
Form  503,  Federal  Tax  Deposit,  Corporation  Income  Taxes,  on 
which  the  face  amount  of  the  bills  being  surrendered  should  be 
entered  in  the  space  provided  for  the  amount  of  the  tax  deposit. 
The  office  receiving  the  bills  and  form  503  will  acknowledge  receipt 
of  the  bills  to  the  owner  corporation  and  effect  the  tax  deposit 
on  the  date  on  which  the  taxes  become  due.  Accordingly,  in  these 
cases,  it  will  no  longer  be  necessary  to  submit  receipts  for  Treasury 
bills  to  the  Internal  Revenue  Service  with  the  corporation's  decla- 
ration or  tax  return. 

(ii)  In  the  case  of  payments  of  all  other  income  taxes  the  office 
receiving  the  bills  will  issue  receipts  (in  duplicate)  to  the  owners. 
The  original  of  the  receipt  shall  be  submitted,  by  the  owner,  in 
lieu  of  the  bills,  together  with  the  tax  return,  to  the  District  Director, 
Internal  Revenue  Service. 

(c)  Discounting  by  Federal  Reserve  banks  of  notes  secured  by  Treasury 
bills. — Notes  secured  by  Treasury  bills  are  eligible  for  discount  or 
rediscount  at  Federal  Reserve  banks  as  provided  under  the  provisions 
of  section  13  of  the  Federal  Reserve  Act,  as  are  notes  secured  by  bonds 
and  notes  of  the  United  States. 


*  See  1965  annual  report  p.  208,  footnote  2. 
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(d)  Acceptable  in  connection  with  foreign  obligations  held  by  United 
States.— Tre&suTy  bills  will  be  acceptable  at  maturity,  but  not  before, 
in  payment  of  interest  or  of  principal  on  account  of  obligations  of 
foreign  governments  held  by  the  United  States. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary  of  the  Treasury. 


Exhibit  6. — Second  amendment,  August  16,  1966,  of  Department  Circular  No.  530, 
regulations  governing  U.S.  savings  bonds 

Treasury  Department, 
Washington,  August  16,  1966. 
Department  Circular  No.   530,   Ninth    Revision   (31   CFR  Part  315),   dated 
December  23,  1964,  as  amended,  is  hereby  further  revised  and  amended  as  follows: 
Sec.  315.35     Payment  or  redemption. 

(a)  General.^ — Payment  of  a  savings  bond  will  be  made  to  the  person  or  persons 
entitled  thereto  under  the  provisions  of  these  regulations  upon  presentation 
and  surrender  of  the  bond  with  an  appropriate  request  for  payment,  except 
that  checks  in  payment  will  not  be  delivered  to  addresses  in  areas  with  respect 
to  which  the  Treasury  Department  restricts  or  regulates  the  delivery  of  checks 
drawn  against  funds  of  the  United  States  or  any  agency  or  instrumentality 
thereof.2  Payment  will  be  made  without  regard  to  any  notice  of  adverse  claims 
to  a  bond  and  no  stoppage  or  caveat  against  payment  in  accordance  with  the 
registration  will  be  entered.  Pursuant  to  its  terms,  a  savings  bond  may  not  be 
called  for  redemption  by  the  Secretary  of  the  Treasury  prior  to  the  maturity 
date,  or  the  extended  maturity  date  for  bonds  having  an  optional  extension 
period,  but  may  be  redeemed  in  whole  or  in  part  at  the  option  of  the  owner 
prior  to  the  maturity  date  or  the  extended  maturity  date,  under  the  terms  and 
conditions  set  forth  in  the  offering  circular  for  each  series  and  in  accordance 
with  the  provisions  of  these  regulations,  following  presentation  and  surrender 
as  provided  in  this  subpart  (H).  At  or  after  maturity,  or  extended  maturity  for 
bonds  having  an  optional  extension  period,  the  bond  will  be  paid  at  the  ma- 
turity value  or  the  extended  maturity  value  fixed  by  the  terms  of  the  circular 
and  in  no  greater  amount. 

(b)  Series  E. — A  Series  E  bond  will  be  redeemed  at  any  time  after  two  months 
from  issue  date  at  the  appropriate  redemption  value  shown  in  the  revision  of 
Department  Circular  No.  653  current  at  the  time  of  redemption. 

(c)  Series  H. — A  Series  H  bond  will  be  redeemed  at  par  after  six  months  from 
issue  date.  However,  a  bond  received  for  redemption  during  the  calendar  month 
preceding  an  interest  payment  date  will  not  be  rerlecmed  vmtil  that  date.  At  or  after 
maturity,  or  extended  maturity  for  bonds  having  an  optional  extension  period,  a 
bond  presented  for  redemption  will  be  paid  at  par. 

(d)  Series  J . — ^Prior  to  maturity,  a  Series  J  bond  will  be  redeemed  at  the  ap- 
propriate redemption  value  shown  in  Department  Circular  No.  906  (31  CFR 
Part  333).  At  or  after  maturity,  the  bond  will  be  paid  at  its  face  amount  as  pro- 
vided for  in  that  circular. 

(e)  Series  K. 

(1)  General. — Prior  to  maturity,  a  Series  K  bond  will  be  redeemed  at  the  ap- 
propriate redemption  value  shown  in  Department  Circular  No.  906  (31  CFR 
Part  333).  However,  a  bond  received  for  redemption  or  payment  during  the 
calendar  month  preceding  an  interest  payment  date  will  not  be  redeemed  or 
paid  until  that  date.  At  or  after  maturity,  the  bond  will  be  paid  at  par,  and 
final  interest,  in  the  amount  provided  for  in  that  circular,  will  be  paid  with  the 
principal. 

(2)  Redemption  at  par. 

(i)  A  bond  of  Series  K  issued  in  exchange  for  matured  bonds  of  Series  E  under 
the  provisions  of  I^epartment  Circular  No.  906  is  payable  at  par. 

(ii)  A  bond  of  Series  K  registered  in  the  name  of  a  natural  person  or  persons 
in  their  own  right  will  be  paid  at  par  upon  the  request  of  the  person  entitled  to 
the  bond  upon  the  death  of  the  owner  or  either  co-owner. 


'  See  footnote  9  of  Department  Circular  No.  S30,  Ninth  Revision  (31  CFR  Part  315). 
2  See  footnote  3  of  Department  Circular  No.  530,  Ninth  Revision  (31  CFR  Part  315). 
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(iii)  A  bond  of  Series  K  held  by  a  trustee,  life  tenant,  or  other  fiduciary  (ex- 
clusive of  trustees  of  a  pension,  retirement,  investment,  insurance,  annuity  or 
similar  fund,  or  employees'  savings  plan)  will  be  paid  at  par  upon  appropriate 
request  upon  the  termination,  in  whole  or  in  part,  of  a  trust,  life  tenancj',  or 
other  fiduciary  estate  by  reason  of  the  death  of  a  natural  person,  but  in  the  case 
of  partial  termination,  redemption  at  par  will  be  made  to  the  extent  of  not  more 
than  the  pro  rata  portion  of  the  trust  or  fiduciary  estate  so  terminated.  Bonds  of 
Series  K  held  by  a  financial  institution  in  its  name  as  trustee  of  its  common 
trust  fund  will  be  paid  at  par  upon  the  request  of  the  fiduciary  upon  the  termi- 
nation, in  whole  or  in  part,  of  a  participating  trust  by  reason  of  the  death  of  a 
natural  person,  to  the  extent  of  not  more  than  the  pro  rata  portion  of  the  common 
trust  fund  so  terminated. 

The  option  to  receive  payment  at  par  under  subpai'agraph  (e)  (ii)  and  (iii) 
of  this  section  may  be  exercised  by  a  signed  request  for  payment  or  by  express 
written  notice,  in  either  case  specifying  that  redemption  at  par  is  desired.  Pay- 
ment may  be  postponed  to  the  second  interest  pa^yment  date  following  the  date 
of  death,  if  so  requested;  otherwise,  payment  will  be  made  in  regular  course. 
A  death  certificate  or  other  acceptable  evidence  of  death  must  be  submitted. 
In  no  case  of  redemption  at  par  before  maturity  under  subparagraph  (e)  (ii)  and 
(Hi)  will  interest  be  payable  beyond  the  second  interest  payment  date  following  the 
date  of  death. 

Sec.  315.36  Withdrawal  of  request  for  redemption. — An  owner  or  a  coowner 
who  has  presented  and  surrendered  a  bond  to  the  Treasury  Department  or  a 
Federal  Reserve  bank  or  branch  or  to  an  authorized  paying  agent,  with  an  appro- 
priate request  for  payment,  may  withdraw  such  request  if  notice  of  intent  to 
withdraw  is  given  to  and  received  by  the  same  agency  to  which  the  bond  was 
presented  for  payment  prior  to  the  issuance  of  a  check  in  payment  or  prior  to 
payment  by  the  authorized  paying  agent.  Such  request  may  be  withdrawn  under 
the  same  conditions  by  the  executor  or  administrator  of  the  estate  of  a  deceased 
owner  or  by  the  person  or  persons  who  would  have  been  entitled  to  the  bond 
imder  subpart  O,  or  by  the  legal  representative  of  the  estate  of  a  person  under 
legal  disability,  unless  presentation  and  surrender  of  the  bond  have  cut  off  rights 
of  survivorship  under  the  provisions  of  subpart  M  or  N. 

Sec.  315.37.     [Reserved] 

George  F.  Stickney, 
Deputy  Fiscal  Assistant  Secretary  of  the  Treasury. 

Footnotes  1  and  6  (printed  in  the  1965  annual  report  as  footnote  1,  page  237 
and  footnote  1,  page  246,  respectively)  are  revised  and  amended  as  follows: 

1  All  series  E  bonds  have  a  10-year  optional  extension  period.  Those  bearing  issue  dates  of  May  1,  1941, 
through  May  1,  1949,  have  a  second  10-year  optional  extension  period.  Series  H  bonds  bearing  issue  dates  of 
June  1,  1952,  through  May  1,  1959,  have  a  10-year  optional  extension  period.  Other  bonds  do  not  have  this 
feature. 

6  The  final  interest  on  Series  H  bonds  bearing  issue  dates  of  June  1,  1952,  through  Jan.  1,  1957,  covers  a 
period  of  2  months,  from  Qi-a  years  to  9  years  8  months.  The  final  interest  for  bonds  bearing  issue  dates  of 
Feb.  1,  1957,  through  May  1, 1959,  covers  a  period  of  6  months,  from  9V2  years  to  10  years.  Bonds  so  dated 
will  continue  to  earn  interest  for  a  10-year  optional  extension  period  during  which  time  interest  will  accrue 
and  be  paid  beginning  6  months  from  tlie  original  maturity  date,  in  accordance  with  the  provisions  of 
Department  Circular  No.  905,  current  revision.  Since  May  1,  1957,  the  only  current  income  bonds  on  sale 
are  those  of  Scries  H.  See  Department  Circular  No.  906,  as  amended,  for  Series  K. 


Exhibit  7, — ^Third  amendment,  February  24,  1967,  of  Department  Circular  No.  530, 
regulations  governing  U.S.  savings  bonds 

Treasury  Department, 
Washington,  February  24,  1967. 

Sections  315.0,  315.2(a),  and  315.16  of  Department  Circular  No.  530,  Ninth 
Revision  (31  CFR  Part  315),  dated  December  23,  1964,  as  amended,  are  hereby 
revised  and  amended,  as  follows: 

Sec.  315.0.  Applicability  of  regulations.  These  regulations  apply  to  all  United 
States  Savings  Bonds  of  whatever  series  designation,  bearing  any  issue  dates 
whatever,  to  the  extent  specified  herein  and  in  the  offering  circulars  governing 
such  bonds.  The  provisions  of  these  regulations  with  respect  to  bonds  registered 
in  the  names  of  certain  classes  of  individuals,  fiduciaries,  and  organizations  are 
equally  applicable  to  bonds  to  which  such  individuals,  fiduciaries,  and  organiza- 
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tions  are  otherwise  shown  to  be  entitled  under  these  regulations.  United  States 
Savings  Notes,  issued  under  authority  of  sections  18  and  20  of  the  Second 
Liberty  Bond  Act,  as  amended  (31  U.S.C.  753  and  754b),  and  offered  in  Depart- 
ment Circular,  Public  Debt  Series  No.  3-67  (31  CFR  Part  342),  are  also  governed 
by  these  regulations,  subject  to  the  provisions  of  the  offering  circular.'  The  term 
"savings  bonds"  or  "bonds,"  as  used  in  these  regulations,  refers  to  United  States 
Savings  Bonds  and,  as  applicable,  to  United  States  Savings  Notes.  The  provisions 
of  Department  Circular  No.  300,  current  revision  (31  CFR  Part  306),  have  no 
application  to  the  securities  governed  by  these  regulations. 

Sec.  315.2(a).  "Authorized  issuing  agent"  means  an  incorporated  bank,  trust 
company,  savings  bank,  savings  and  loan  association,  other  organization,  or 
agency  of  the  United  States  qualified  as  an  issuing  agent  under  the  provisions  of 
Department  Circular,  Public  Debt  Series  No.  4-67  (31  CFR  Part  317) .2 

Sec.  315.16  Pledge  under  Department  Circulars  No.  154  and  Public  Debt  Series 
No.  4-67. — A  bond  may  be  pledged  by  the  registered  owner  in  lieu  of  surety 
under  the  provisions  of  Department  Circular  No.  154,  current  revision  (31  CFR 
Part  225) ,  if  the  bond  approving  officer  is  the  Secretary  of  the  Treasury,  in  which 
case  an  irrevocable  power  of  attorney  shall  be  executed  authorizing  the  Secretary 
of  the  Treasury  to  request  payment.  A  bond  may  also  be  deposited  as  security 
with  a  Federal  Reserve  bank  under  the  provisions  of  Department  Circular, 
Public  Debt  Series  No.  4-67  (31  CFR  Part  317) .2 

John  K.  Carlock, 
Fiscal  Assistant  Secretary. 


Exhibit  8. — Second  amendment,  August  19,  1966,  of  Department  Circular  No. 
653,  offering  of  U.S.  savings  bonds,  series  E 

Treasury  Department, 
Washington,  August  19,  1966. 

Section  316.6,  subsection  (a),  of  Department  Circular  No.  653,  Seventh  Revi- 
sion, dated  March  18,  1966,  as  amended  (31  CFR  Part  316),  is  hereby  amended  by 
renumbering  subparagraph  (2)  as  (3),  and  insertion  of  the  following: 

Sec.  316.6(a)     Over-the-counter  for  cash.  *  *  * 

(2)  Bonds  registered  in  names  of  trustees  of  employees^  savings  plans.  At  such 
incorporated  bank,  trust  company,  or  other  agency,  duly  qualified  as  an  issuing 
agent,  provided  the  agent  is  trustee  of  an  approved  employees'  savings  plan 
eligible  for  the  special  limitation  in  section  316.5(c)  and  prior  approval  to  issue 
the  bonds  is  obtained  from  the  Federal  Reserve  bank  of  the  agent's  district. 

George  F.  Stickney, 
Deputy  Fiscal  Assistant  Secretary  of  the  Treasury. 


1  See  exhibit  12. 

2  See  exhibit  13. 
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Exhibit  9. — Third  amendment,  February  23,  1967,  of  Department  Circular  No. 
653,  offering  of  U.S.  savings  bonds,  series  E 

Treasury  Department, 
Washington,  February  23,  1967. 
Section  316.8  of  Department  Circular  No.  653,  Seventh  Revision,  dated  March 
18,  1966,  as  amended  (31  CFR  Part  316),  is  hereby  further  amended  and  revised, 
as  foUows: 

Sec.  316.8  Extended  terms  and  improved  yields  for  outstanding  bonds. — (a) 
Optional  extension  privileges.  *  *  * 

(4)  Bonds  with  issue  dates  June  1,  1959,  or  thereafter. — Owners  of  Series  E 
bonds  with  issue  dates  of  June  1,  1959,  or  thereafter,  have  the  option  of  retaining 
their  bonds  for  an  extended  maturity  period  of  10  years. ^ 

(b)   Improved  yields."^  *  *  * 

(5)  Bonds  with  issue  dates  June  1,  1959,  through  November  1,  1959. — The  invest- 
ment yield  on  all  outstanding  Series  E  bonds  with  issue  dates  of  June  1,  1959, 
through  November  1,  1959,  for  the  remaining  period  to  the  maturity  date,  was 
increased  by  ^io  of  1  percent  per  annum  if  held  to  original  maturity  and  by  lesser 
amounts  if  redeemed  earlier.  The  investment  yield  for  the  extended  maturity  period 
will  be  approximately  4.15  percent  per  annum  compounded  semiannually  for  each 
half-year  period.  See  table  below  for  redemption  values  and  investment  yields. 

(6)  Bonds  with  issue  dates  December  1,  1959,  or  thereafter. — The  investment 
yield  on  all  outstanding  Series  E  bonds  with  issue  dates  of  December  1,  1959, 
through  November  1,  1965,  for  the  remaining  period  to  the  maturity  date,  was 
increased  by  ^io  of  1  percent  per  annum  if  held  to  original  maturity  and  by  lesser 
amounts  if  redeemed  earlier.  The  investment  yield  for  the  extended  maturity 
period  for  bonds  bearing  issue  dates  of  December  1,  1959,  or  thereafter,  will  be 
approximately  4.15  percent  per  annum  compounded  semiannually  for  each 
half-year  period:  Provided,  however.  That  the  Secretary  of  the  Treasury  may  at 
any  time  prior  to  their  maturity  prescribe  a  different  yield  for  such  bonds  for 
which  no  tables  of  redemption  values  and  investment  yields  for  the  extended 
maturity  period  have  been  previously  published.  Tables  of  redemption  values 
and  investment  yields,  which  are  a  part  of  this  circular,  will  be  published  periodi- 
cally for  the  extended  maturity  period  for  bonds  bearing  issue  dates  of  December  1, 
1959,  or  thereafter. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary. 


'  See  footnote  8,  Department  Circular  No.  653,  Seventh  Revision  (31  CFR  Part  316). 
2  See  footnote  2,  Department  Circular  No.  653,  Seventh  Revision  (31  CFR  Part  316). 
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BONDS  BEARING  ISSUE  DATES  FROM  JUNE  1  THROUGH  NOVEMBER  1,  1959 


Issue  price $18. 75    $37. 50 

Original  maturity 
value 25.00      50.00 


$75.00    $150.00    $375.00 
100. 00      200. 00      500. 00 


$750. 00      $7, 500 
1,000.00      10,000 


Approximate  invest- 
ment yield 


Period  after  issue 
date 


(1)  Redemption  values  during  each  half-year  period  ' 
(values  increase  on  first  day  of  period  shown) 


(2)  On 
purchase 
price 
from 
issue  date 
to  begin- 
ning of 
each  half- 
year 
period  • 


(3)  On 
current 
redemp- 
tion value 
from  be- 
ginning 

of  each 

half-year 

period  '  to 

maturity 


First  J^year 

yiioi  year 

1  to  VA  years 

VA  to  2  years 

2to2>^  years 

2]/2  to  3  years 

3  to  3;^  years 

V/2  to  4  years 

4  to  4!^  years 

4H  to  5  years 

5  to  5V^  years 

5]/2  to  6  years 

6  to  6J^  years 

6)^  to  7  years 


$18.  75 
18.91 
19.19 
19.  51 
19.90 
20.28 
20.66 
21.07 
21.50 
21.95 
22.40 
22.86 
23.32 
23.79 


$37.  50 
37. 82 
38.38 
39. 02 
39.80 
40.56 
41.32 
42.14 
43.00 
43.90 
44.80 
45. 72 
46.64 
47.58 


$75.00 
75.64 
76.76 
78.04 
79.60 
81.12 
82.64 
84.28 
86.00 
87.80 
89.60 
91.44 
93.28 
95.16 


$150.  00 
151.  28 
153.  52 
156. 08 
159.  20 
162.  24 
165.  28 
168.  56 
172. 00 
175. 60 
179.  20 
182.88 
186.  56 
190. 32 


$375. 00 
378.  20 
383.  80 
390. 20 
398.  00 
405.  60 
413.  20 
421.40 
430. 00 
439. 00 
448. 00 
457.  20 
466. 40 
475.  80 


$750. 00 
756.  40 
767.  60 
780.  40 
796. 00 
811.20 
826.  40 
842.  80 
860.00 
878. 00 
896. 00 
914.40 
932. 80 
951.  60 


$7,  500 
7, 564 
7,676 
7,804 
7,960 
8,112 
8,264 
8,428 
8,600 
8,780 
8, 960 
9,144 
9,328 
9,516 


Percent 
0.00 
1.71 
2.33 
2.67 
3.00 
3.16 
3.26 
3.36 
3.45 
3.53 
3.59 
3.64 
3.67 
3.70 


Percent 
•3.75 
*3.89 
*3.96 
*4.01 
♦4.01 
*4.03 
*4.05 
*4.06 
*4.06 
•4.04 
•4.03 
*4.02 
•4.01 
t4.43 


Redemption  values  and  investment  yields  to  maturity  on  basis  of  December  1, 1965,  revision 


7  to  7!^  years 

73'^  years  to  7  years 
and  9  months... 
MATURITY 
VALUE 
(7  years  and  9 
months  from 
issue  date) 


$24.29    $48.58      $97.16    $194.32    $485.80        $971.60      $9,716 
24.83      49.66        99.32      198.64      496.60  993.20        9,932 

25.13      50.26      100.52      201.04      502.60      1,005.20      10,052 


Period  after 
maturity  date 


EXTENDED  MATURITY  PERIOD 


First  }^  year $25.13 

J^  to  1  year.. 25.65 

1  to  13^  years 26.18 

13^  to  2  years 26.73 

2  to  23^  years 27.28 

23^  to  3  years 27.85 

3  to  33^  years 28.43 

33^  to  4  years 29.02 

4  to  43^  years 29.62 

43^  to  5  years 30.23 

5  to  53^  years 30.86 

534  to  6  years 31.50 

6  to  634  years 32.15 

634  to  7  years 32.82 

7  to  734  years 33.50 

734  to  8  years 34.20 

8  to  83^  years 34.91 

834  to  9  years 35.63 

9  to  934  years 36.37 

954  to  10  years 37.12 

EXTENDED 

MATURITY 
VALUE  (10 
years  from 
original  matu- 
rity date  2) 37.89      75.78      151.56      30.3.12      757.80      1,515.60      15,156 


$50.  26 

$100.  52 

$201.  04 

$502.  60 

$1,00.5.20 

$10, 052 

51.30 

102. 60 

205.  20 

513.  00 

1,026.00 

10, 260 

52.36 

104.  72 

209.  44 

523.  60 

1,047.20 

10,472 

53.46 

106.  92 

213. 84 

534.  60 

1,069.20 

10, 692 

54.56 

109. 12 

218.  24 

545.  60 

1,091.20 

10,912 

55.70 

111.40 

222.  80 

557.  00 

1,114.00 

11,140 

56.86 

113.72 

227. 44 

508.  60 

1, 137.  20 

11,372 

58. 04 

116.08 

232. 16 

580.  40 

1,160.80 

11,608 

59.24 

118.48 

236. 96 

592.  40 

1,184.80 

11,848 

60.46 

120.  92 

241.  84 

604. 60 

1,  209.  20 

12,092 

61.72 

123.  44 

246.  88 

617.  20 

1,234.40 

12, 344 

63.00 

126.  00 

252. 00 

630. 00 

1,260.00 

12, 600 

64.30 

128.  60 

257.  20 

643. 00 

1,286.00 

12, 860 

65.  64 

131.  28 

262.  56 

656.  40 

1,312.80 

13,128 

67.00 

134.  00 

268. 00 

670. 00 

1,340.00 

13,400 

68.40 

136.  80 

273.  60 

684. 00 

1,368.00 

13, 080 

69.82 

139.  64 

279.  28 

698.  20 

1,396.40 

13, 964 

71.  26 

142.  52 

285.  04 

712.60 

1,425.20 

14, 252 

72.74 

145.  48 

290. 96 

727.  40 

1, 454.  80 

14,  548 

74.24 

148. 48 

296.  96 

742.  40 

1,484.80 

14,848 

3.73 
3.78 


3.81 


4.00 


4.58 
4.86 


(b)  to  ex- 

tended 

maturity 

3.81 

4.15 

3.83 

4.15 

3.  85 

4.15 

3.87 

4.15 

3.88 

4.15 

3.90 

4.15 

3.91 

4.15 

3.92 

4.15 

3.  93 

4.15 

3.94 

4.15 

3. 95 

4.15 

3.95 

4.15 

3. 96 

4.15 

3.97 

4.15 

3.97 

4.15 

3.98 

4.14 

3.99 

4.14 

3.99 

4.14 

3.99 

4.14 

4.00 

4.15 

•Yield  from  beginning  of  each  half-year  period  to  maturity  at  original  maturity  value  prior  to  the  Decem- 
ber 1,  1965,  revision. 
tYield  from  effective  date  of  the  December  1,  1965,  revision  to  maturity  date. 
'  3  month  period  in  tlic  case  of  tlio  lYz  year  to  7  year  and  9  montli  period. 
217  years  and  9  months  from  issue  date. 


EXHIBITS  181 

Exhibit  10. — Second  amendment,  August  16,  1966,  of  Department  Circular  No. 
905,  offering  of  U.S.  savings  bonds,  series  H 

TuEASuuY  Department, 
Washington,  August  16,  1966. 

Department  Circular  No.  905,  Fourth  Revision  (31  CFR  Part  332),  dated 
April  7,  1966,^  as  revised  and  amended,  is  hereby  further  revised  and  amended 
as  follows: 

Sec.  332.2     Description  of  bonds.  *  *  * 

(d)  Tenji. — A  Series  H  bond  will  be  dated  as  of  the  first  day  of  the  month 
in  which  payment  therefor  is  received  by  an  agent  authorized  to  issue  such  bonds. 
This  date  is  the  issue  date  and  the  bond  will  mature  and  be  payable  ten  years 
from  such  issue  date.  The  bond  may  not  be  called  for  redcmi^tion  by  the  Secretary 
of  the  Treasury  prior  to  maturity,  but  may  be  redeemed  AT  PAR  after  6  months 
from  issue  date  as  provided  for  in  section  332.10.  The  Treasury  Department 
may  require  reasonable  notice  of  presentation  of  a  bond  for  redemption  prior 
to  maturity  or  extended  maturity. 

Sec.  332.8     Extended  term  and  improved  yields  for  outstanding  bonds. 

(a)  Extended  maturity  period  for  bonds  with  issue  dates  June  1,  1952,  through 
May  1,  1959.^ — Owners  of  Series  H  bonds  with  issue  dates  of  June  1,  1952,  through 
January  1,  1957,  have  the  option  of  retaining  th(>ir  bonds  for  an  extended  ma- 
turity period  of  ten  years.  Owners  of  Series  H  bonds  with  issue  dates  of  February 
1,  1957,  through  May  1,  1959,  are  hereby  granted  the  option  of  retaining  their 
bonds  for  an  extended  maturity  period  of  ten  years. 

(b)  Improved  yields.   *   *   * 

(3)  Bonds  with  issue  dates  February  1,  1957,  throxigh  May  1,  1959.^ — The  in- 
vestment yield  on  outstanding  Series  H  bonds  with  issue  dates  of  February  1, 
1957,  through  May  1,  1959,  for  the  remaining  period  to  the  maturity  date  was 
increased  by  four-tenths  of  1  percent  per  annum  if  held  to  original  maturity 
and  by  lesser  amounts  if  redeemed  earlier.  I  he  increase,  on  a  graduated  basis, 
began  with  the  first  interest  period  starting  on  or  after  December  1,  1965.  The 
investment  yield  for  the  extended  maturity  period  will  be  approximately  4.15 
percent  per  annum  for  each  half-year  period. 

(4)  Bonds  with  issue  dates  June  1,  1959,  through  November  1,  1965. — The  in- 
vestment yield  on  outstanding  Series  H  bonds  with  issue  dates  of  June  1,  1959, 
through  November  1,  1965,  was  increased  by  four-tenths  of  1  percent  per  annum 
if  held  to  original  maturity  and  by  lesser  amounts  if  redeemed  earlier.  The  in- 
crease, on  a  graduated  basis,  began  with  the  first  interest  period  starting  on  or 
after  December  1,  1965. 

Sec.  332.10  Redemption  or  payment. — Prior  to  maturity,  or  extended  maturity 
for  bonds  having  an  extended  maturity  period,  a  Series  H  bond  will  be  redeemed 
AT  PAR  at  the  option  of  the  owner,  in  whole  or  in  part,  in  the  amount  of  an 
authorized  denomination  or  multiple  thereof,  after  six  months  from  issue  date, 
upon  presentation  and  surrender  of  the  bond  with  a  duly  executed  request  for 
payment  to  (1)  a  Federal  Preserve  bank  or  branch,  (2)  the  Office  of  the  Treasurer 
of  the  United  States,  Securities  Division,  Washington,  D.C.  20220,  or  (3)  the 
Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch,  536  South 
Clark  Street,  Chicago,  Illinois  60605.  However,  a  bond  received  for  redemption 
or  payment  by  an  agency  during  the  calendar  month  preceding  an  interest 
payment  date  will  not  be  redeemed  or  paid  until  that  date.  At  or  after  maturity, 
or  extended  maturity  for  bonds  having  an  extended  maturity  period,  a  bond 
presented  for  redemption  will  be  paid  at  par. 

George  F.  Stickney, 
Deputy  Fiscal  Assistant  Secretary  of  the  Treasxiry. 


1  See  1966  annual  report,  pages  259-79. 

-  See  footnote  5  of  Department  Circular  No.  905,  Fourth  Revision. 

3  The  tables  incorporated  herein,  arranged  according  to  issue  dates,  show  the  current  schedules  of  interest 
payments  and  investment  yields. 
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Tables  of  Checks  Issvkd  and  Invkstmekt  Yields  for  Kmtkd  States  Savi\(;3  Honds  of  Series  U  Heakinc; 
Issue  Dates  of  February  1,  1957  Through  May  1,  1959 

Eacli  tiblc  sliows:  (1)  Tlio  amounts  of  interest  clieck  jjaynipnts  (luriiiK  tlic  original  maturity  period  ami  duriiii; 
the  10- year  extension  period,  on  l)onds  liearing  issue  dates  covered  l)y  the  table;  (2)  the  approximate  investment  yield 
on  tlie  faee  value  from  issue  date  to  each  interest  payment  date;  and  (3)  the  approximate  investment  yield  on  the 
face  value  from  each  interest  payment  date  to  next  maturity.  Yields  arc  expressed  in  terms  of  rate  per  annum,  com- 
pounded semiannually. 


Table  13- A— Bonds  Bearing 

Issue  Dates  From 

February  1  Tii rough  May  1,  1957 

(Issue  price 

Face  valued  Redemption  '    and    maturity 

$500 
500 

$1,000 
1,000 

$5,000 
5,000 

$10,000 
10,000 

Approximate  investment 
yield  on  face  valuet 

Period  of  time  bond  is  Iield  after 
issue  date 

(1)  Amounts  of  interest  check 
denomination 

for  each 

(2)  From 
Issue  date  to 
each  interest 
payment  date 

(3)  From 
each  interest 
payment  date 
to  maturity* 

$4.00 
7.25 
8.45 
8.45 
8.45 
8.70 
8.70 
8.70 
8.70 
8.70 
9.90 
9.90 
9.90 
9.90 
9.90 
10.50 
10.50 
10.50 

$8.00 
14.50 
16.90 
16.90 
16.90 
17.40 
17.40 
17.40 
17.40 
17.40 
19.80 
19.80 
19.80 
19.80 
19.80 
21.00 
21. 00 
21.00 

$40.  00 
72.50 
84.50 
84.50 
84.50 
87.00 
87.00 
87.00 
87.00 
87.00 
99.00 
99.00 
99.00 
99.00 
99.00 
105.  00 
105.00 
105.00 

$80 
145 
169 
169 
169 
174 
174 
174 
174 
174 
198 
198 
198 
198 
198 
210 
210 
210 

Percent 
1.60 
2.25 
2.62 
2.80 
2.92 
3.01 
3.07 
3.12 
3.16 
3.19 
3.25 
3.30 
3.35 
3.39 
3.42 
3.46 
3.50 
3.53 

Percent 

•3.35 

•3.38 

•3.38 

•3.38 

t3.88 

t3. 92 

t3.95 

t4.00 

t4.05 

t4.11 

t4.13 

t4.16 

t4. 19 

t4.23 

t4.29 

t4.31 

t4.35 

••4.83 

Amounts  of  interest  checks  and  investment  yields  to  maturity  on  basis  of  Dec.  1, 1965  revision 


$11.55 
12.60 

$23. 10 
25.20 

$115.50 
126.  00 

$231 
252 

3.58 
3.64 

5.04 

Period  of  time  bond  is  held  after 
maturity  date 

Extended  maturity  period 

3.66 
3.68 
3.70 
3.71 
3.72 
3.74 
3.75 
3.76 
3.77 
3.78 
3.79 
3.80 
3.80 
3.81 
3.  82 
3.82 
3.83 
3.84 
3.84 
3.85 

(b)  To  ex- 
tended ma- 
turity§ 

$10. 37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 

$20.  75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 

$103.75 
103.  75 
103.  75 
103.75 
103.  75 
103.75 
103.75 
103.  75 
103.75 
103.75 
103.75 
103.  75 
103.  75 
103. 75 
103.75 
103.  75 
103.75 
103.75 
103.75 
103.75 

$207. 50 
207. 50 
207.  50 
207. 60 
207. 50 
207.  50 
207. 50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207. 50 
207.  50 
207. 50 
207. 50 
207.  50 
207.  50 
207. 50 
207.  50 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

4.15 

J  Calculated  on  basis  Of  $1,000  bond.  .     .    .u    r        ,   ,«rf>       ••  /i  \ « oc  .>„„^„f 

•  Yields  on  the  basis  of  the  original  schedule  of  interest  checks  prior  to  the  June  1 ,  1959  revision  are:  (1)  3.25  pcrMnt 
for  entire  period  from  issuance  to  maturity;  (2)  as  shown  for  any  period  from  each  interest  payment  date  to  maturity. 

t  Starting  with  the  effective  date  of  tlie  June  1,  1959  revision  yields  for  any  remaining  period  from  each  interest 
payment  date  to  maturity  prior  to  the  December  1,  1965  revision. 

••  Yield  from  the  effective  date  of  the  December  1,  1965  revision  to  maturity. 

§4  15  percent  per  annum  yield  for  the  full  10-year  extension  period. 

1  At  all  times,  except  that  bond  was  not  redeemable  during  first  6  months. 

2  20  years  from  issue  date. 
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Table  14-A — Bonds  Bearing  Issue  Dates  From  June  1  Through  November  1, 1957 


{Issue  price 
Redemption  '    and    maturity 
value 


Period  of  time  bond  is  held  after 
issue  date 


H  year... 

1  year 

V/2  years. 

2  years... 
2'4  years. 

3  years... 
3V^  years 

4  years... 
i}4  years 

5  years... 
Sii  years. 

6  years... 
6V^  years 

7  years... 
7}4  years 

8  years... 
8,'  2  years 


$500 
500 


$1,000 
1,000 


$5,000 
5,000 


$10,000 
10,000 


(1)  Amounts  of  interest  checks  for  each 
denomination 


$4.00 
7.25 
8.45 
8.45 
8.70 
8.70 
8.70 
8.70 
8.70 
9.75 
9.75 
9.75 
9.75 
9.75 
10.45 
10.45 
10.45 


$8.00 
14.50 
16.90 
16.90 
17.40 
17.40 
17.40 
17.40 
17.40 
19.50 
19.50 
19.50 
19.50 
19.50 
20.90 
20.90 
20.90 


$40.00 
72.50 
84.50 
84.50 
87.00 
87.00 
87.00 
87.00 
87.00 
97.50 
97.50 
97.50 
97.50 
37.50 
104.50 
104.50 
104.50 


$80 
145 
169 
169 
174 
174 
174 
174 
174 
195 
195 
195 
195 
195 
209 
209 
209 


.\pproximate  investment 
yield  on  face  valuet 


(2)  From 
Issue  date  to 
each  interest 
payment  date 


Percent 
1.60 
2.25 
2.62 
2.80 
2.94 
3.02 
3.08 
3.13 
3.17 
3.24 
3.29 
3.34 
3.38 
3.41 
3.45 
3.49 
3.53 


(3)  From 
each  interest 
payment  date 
to  maturity* 


PerceiU 
•3.35 
•3.38 
•3.38 
t3.88 
t3.91 
t3.95 
t3.99 
t4.03 
t4.09 
t4. 11 
t4. 14 
t4. 17 
t4.21 
t4.27 
t4.29 
t4.31 
••4.  76 


Amounts  of  interest  checks  and  investment  yields  to  maturity  on  basis  of  Dec.  1, 1965  revision 


9  years 

9i^  years 

10  years  (maturity) 


$11.40 
11.40 
12.95 


$22. 80 
22.80 
25.90 


$114.00 
114.00 
129.50 


$228 
228 
259 


3.58 

4.87 

3.62 

5.18 

3.68 

(b)To 

ex- 

tended 

ma- 

turity§ 

3.70 

4.15 

3.72 

4.15 

3.73 

4.15 

3.  75 

4.15 

3.76 

4.15 

3.77 

4.15 

3.78 

4.15 

3,79 

4.15 

3.80 

4.15 

3.81 

4.15 

3. 82 

4.15 

3.82 

4.15 

3. 83 

4.15 

3.84 

4.15 

,3.84 

4.15 

3.85 

4.15 

3.86 

4.15 

3.86 

4.15 

3.87 

4.15 

3.87 

Period  of  time  bond  is  held  after 
issue  date 


Extended  maturity  period 


li  year _ 

1  year 

m  years — 

2  years 

2J^  years. 

3  years 

31^  years 

4  years 

4i^  years 

5  years 

5!^  years 

6  years 

6"^  years 

7  years 

7V^  years - — 

8  years 

8<^  years — 

9  years 

91^  years 

10  years  (extended  maturity)  * 


$10. 37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 


$20.  75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 


$103.  75 
103.  75 
103.  75 
103.  75 
103.75 
103.75 
103.  75 
103.75 
103.75 
103.  75 
103.75 
103.  75 
103.75 
103.75 
103.  75 
103.75 
103.75 
103.75 
103.75 
103.  75 


$207.  50 
207.50 
207.50 
207.  50 
207.50 
207.50 
207.  50 
297.50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.50 
207.  50 
207.  50 
297.50 
207.50 
207.  50 


For  footnotes  see  table  13-A. 
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Table  15-A— Bonds  Be.\ring  Issue  Dates  From  December  1, 1957  Through  May  1, 1958 


$500 
500 

$1,000 
1,000 

$5,000 
5,000 

$10,000 
10,000 

Approximate  investment 

Face  value<  Redemption  '    and    maturity 

yield  on  face  valuet 

Period  of  time  bond  is  held  after 
issue  date 

(1)  Amounts  of  interest  cliccks  for  each 
denomination 

(2)  From 
issue  date  to 
each  interest 
payment  date 

(3)  From 
each  interest 
payment  date 
to  maturity* 

$4.00 
7.25 
8.45 
8.70 
8.70 
8.70 
8.70 
8.70 
9.65 
9.65 
9.65 
9.65 
9.65 
10.35 
10.35 
10.35 

$8.00 
14.50 
16.90 
17.40 
17.40 
17.40 
17.40 
17.  40 
19.30 
19.30 
19.30 
19.30 
19.30 
20.70 
20.70 
20.70 

$40.00 
72.50 
84.50 
87.00 
87.00 
87.00 
87.00 
87.00 
96.50 
96.50 
96.50 
96.50 
90.50 
103.  50 
103.50 
103.50 

$80 
145 
169 
174 
174 
174 
174 
174 
193 
193 
193 
193 
193 
207 
207 
207 

'  Percent 

1.60 
2.25 
2.62 
2.83 
2.96 
3.04 
3.10 
3.14 
3.22 
3.28 
3.33 
3.37 
3.40 
3.45 
3.49 
3.52 

Percent 
•3.35 

•3.38 

t3.88 

.t3.91 

t3.94 

t3.98 

t4.02 

t4.07 

t4.10 

t4.12 

t4.15 

t4.19 

t4.25 

t4.27 

t4.29 

•♦4.74 

Amounts  of  interest  checks  and  investment  yields  to  maturity  on  basis  of  Dec.  1,  1965  revision 


Hli  years 

9  years - 

9).^  years - 

10  years  (maturity) 


$10. 65 
11.70 
12.55 
12.65 


$21.30 
23.40 
25.10 
25.10 


$106.50 
117.00 
125.  50 
125. 50 


$213 
234 
251 
251 


3.56 
3.61 
3.67 
3.73 


4.90 
5.02 
5.02 


Period  of  time  bond  is  held  after 
maturity  date 


Extended  maturity  period 


yi  year 

1  year 

1J4  years 

2  years 

2)4  years - 

3  years 

3!.4  years — 

4  years.- 

4H  years - 

6  years 

5!^  years - 

6  years - 

6H  years 

7  years 

7!'4  years 

8  years 

syi  years 

9  years 

9^^  years 

10  years  (extended  maturity)^. 


$10. 37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 


$20.  75 
20.75 
20.75 
20.75 
20.75 
20.75 
20. 75 
20. 75 
20.75 
20.  75 
20.75 
20.  75 
20.75 
20.  75 
20.75 
20.75 
20.75 
20.75 
20. 75 
20.75 


$103. 75 
103.  75 
103.75 
103. 75 
103. 75 
103.  75 
103.75 
103.75 
103.75 
103.  75 
103.75 
103.  75 
103.75 
103.  75 
103.75 
103.  75 
103.75 
103.  75 
103.  75 
103.  75 


$207. 50 
207.  50 
207.  50 
207. 50 
207.  50 
207. 50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207. 50 
207.  50 


3.75 
3.76 
3.77 
3.79 
3.80 
3.81 
3.82 
3.83 
3.83 
3.84 
3.85 
3.86 
3.86 
3.87 
3.87 
3.88 
3.88 
3.89 
3.89 
3.90 


4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
4.15 
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Table  16-A— Bonds  Bearing  Issue  Dates  From  June  1  Through  November  1,  1958 


{Issue  price.-- 
Redemption  '    and    maturity 
value • 


Period  of  time  bond  is  held  after 
issue  date 


li  year.-. 
1  year 

1  \i  years. 

2  years.-. 
2^4  years. 

3  years... 
'i'/i  years. 

4  years.-. 
iH  years. 

5  years... 
5'A  years. 

6  years... 
6^4  years. 

7  years... 
7}->  years. 


$500 
500 


$1,000 
1,000 


$5,000 
5,000 


$10,  000 
10,000 


(1)  Amounts  of  interest  checks  for  each 
denomination 


$8.00 
14.50 
17.40 
17.40 
17.40 
17.40 
17.40 
19.10 
19.10 
19.10 
19.10 
19.10 
20.60 
20.60 
20.60 


$40.00 
72.50 
87.00 
87.00 
87.00 
87.00 
87.00 
95.50 
95.50 
95.50 
95.50 
95.50 
103.00 
103.00 
103.00 


Approximate  investment 
yield  on  face  value  t 


(2)  From 
issue  date  to 
each  interest 
payment  date 


Percent 
1.60 
2.25 
2.65 
2.85 
2.98 
3.06 
3.11 
3.20 
3.26 
3.31 
3.35 
3.39 
3.44 
3.48 
3.52 


(3)  From 
each  interest 
payment  date 
to  maturity* 


Percent 

•3.35 

t3.88 
t3.91 
t3.94 
t3.97 
t4.01 
t4.  06 
t4.  08 
t4. 11 
t4. 14 
t4.18 
t4.23 
t4.25 
t4.27 
"4.71 


Amounts  of  interest  checlcs  and  investment  yields  to  maturity  on  basis  of  Dec.  1,  1965  revision 


8  years. -- 

Sii  years.- 

9  years 

y'A  years- - 

10  years  (maturity) 


$10  55 
10.55 
12.65 
12.65 
12.65 


$21. 10 
21.10 
25.30 
25.30 
25.30 


$105. 50 
105.50 
126.  50 
126.  SO 
126.  50 


$211 
211 
253 
253 
253 


3.56 

4.84 

3.  ,59 

5.06 

3.66 

5.06 

3.72 

5.06 

3.78 

(b)  To  ex- 

tended ma- 

turity! 

3.79 

4.15 

3.80 

4.15 

3.82 

4.15 

3.K3 

4.15 

3.84 

4.15 

3.8,5 

4.15 

3.85 

4.15 

3.86 

4.15 

3.87 

4.15 

3.88 

4.15 

3.88 

4.15 

3.89 

4.15 

3.89 

4.15 

3.90 

4.15 

3.90 

4.15 

3.91 

4.15 

3.91 

4.15 

3.92 

4.15 

3.92 

4.15 

3.93 

Period  of  time  bond  is  held  after 
maturity  date 


Extended  maturity  period 


M  year - 

1  year 

i'/i  years-. 

2  years , 

2'/i  years 

3  years 

3fi  years. 

4  years.. 

4H  years --. 

5  years 

S}.^  years — 

6  years -- 

6H  years 

7  years 

7H  years 

8  years — 

8J.4  years. 

9  years.. - 

9H  years 

10  years  (extended  maturity) 


$10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 


$20.  75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 


$103. 75 
103.75 
103.  75 
103.  75 
103.  75 
103.  75 
103.75 
103.  75 
103.  75 
103.  75 
103.  75 
103.75 
103.  75 
103.  75 
103.  75 
103.  75 
103.  75 
103.  75 
103.  75 
103.  75 


$207. 50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207.  50 
207. 50 
207.  50 
207. 50 
207.  50 
207. 50 
207. 50 
207. 50 
207. 50 
207.  50 
207.  50 


For  footnotes  see  table  13-A. 


186   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  17-A— Bonds  Bearing  Issue  Dates  From  December  1, 1958  Through  May  1, 1959 


{Issue  price 
Redemption  '    and    maturity 
value 


Period  of  time  bond  is  held  after 
issue  date 


1  years... 
Hi  years 

2  years... 
2H  years. 

3  years... 
3H  years 

4  years... 
4j4  years 

5  years — 
syi  years. 

6  years... 
6yi  years. 

7  years... 


$500 
500 


$1,  000  I       $5,  000 
1,  000  5,  000 


$10,  000 
10,000 


(1)  Amounts  of  interest  checlts  for  each 
denomination 


00 

$8.00 

$40.00 

50 

15.00 

75.00 

70 

17.40 

87.00 

70 

17.40 

87.00 

70 

17.40 

87.00 

70 

17.40 

87.00 

45 

18.90 

94.50 

45 

18.90 

94.50 

45 

18.90 

94.50 

45 

18.90 

94.50 

45 

18.90 

94.50 

25 

20. 50 

102. 50 

25 

20.  50 

102.50 

25 

20.50 

102.50 

150 
174 
174 
174 
174 
189 
189 
189 
189 
189 
205 
205 
205 


Approximate  investment 
yield  on  face  value} 


(2)  From 
issue  date  to 
each  interest 
payment  date 


Percent 

i.eo 

2.30 


3.00 
3.07 
3.17 
3.24 
3.30 
3.34 
3.38 
3.43 
3.48 
3.52 


(3)  From 
each  interest 
payment  date 
to  maturity* 


Percent 

t3.85 
t3.91 
t3.94 
t3.97 
t4.01 
t4.05 
t4.08 
t4.10 
t4.14 
t4. 18 
t4.23 
t4.24 
t4.26 
••4.  70 


Amounts  of  interest  checks  and  investment  yields  to  maturity  on  basis  of  Dec.  1, 1965  revision 


7^  years 

8  years.- 

8H  years 

9  years 

9H  years 

10  years  (maturity) 


$10.50 

$21.00 

$105. 00 

10.50 

21.00 

105.00 

10.50 

21.00 

105.00 

13.10 

26.20 

131.00 

13.10 

26.20 

131.00 

13.10 

26.  20 

131.00 

$210 
210 
210 
262 
262 
262 


3.56 

4.81 

3.59 

4.97 

3.  62 

5.24 

3.70 

5.24 

3.76 

5.24 

3.83 

(b)  To  ex- 

tended ma- 

turity§ 

3.84 

4.15 

3.85 

4.15 

3.86 

4.15 

3.87 

4.15 

3.88 

4.15 

3.89 

4.15 

3.89 

4.15 

3.90 

4.15 

3.91 

4.15 

3.91 

4.15 

3.92 

4.15 

3.92 

4.15 

3.93 

4.15 

3.93 

4.15 

3.94 

4.15 

3.94 

4.15 

3.94 

4.15 

.3.95 

4.15 

3.95 

4.15 

3.95 

Period  of  time  bond  is  held  after 
maturity  date 


Vi  year 

1  year 

1 5^  years 

2  years 

2).i  years 

3  years 

3H  years 

4  years 

4)^  years 

5  years 

sw  years 

6  years 

6H  years 

7  years 

7J4  years 

8  years — 

8!«6  years. 

9  years 

9yi  years 

10  years  (extended  maturity) ' 


Extended  maturity  period 


$10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.37 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 
10.38 


$20.  75 
20.75 
20.75 
20.75 
20.  75 
20.75 
20.  75 
20. 75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20.75 
20. 75 
20.  75 


$103. 75 
103.75 
103.75 
103.  75 
103. 75 
103.  75 
103.75 
103.75 
103.75 
103.75 
103.  75 
103.75 
103.75 
103.75 
103.75 
103.75 
103.75 
103.75 
103.75 
103.75 


$207. 50 
207. 50 
207.  50 
207. 50 
207. 50 
207.  50 
207. 50 
207.  50 
207.  50 
207.  50 
207. 50 
207. 50 
207. 50 
207. 50 
207.  50 
207.  50 
207.  50 
207. 50 
207.  50 
207.  50 


Exhibit  11. — Third  amendment,  August  16,  1966,  of  Department  Circular  No.  906, 
U.S.  savings  bonds,  series  J  and  series  K 

Treasury  Department, 
Washington,  August  16,  1966. 

Department  Circular  No.  906  (31  CFR  Part  333),  dated  April  29,  1952,  as 
amended,  is  hereby  further  amended  as  foUows: 

Sec.  333.15     Payment  or  redemption. — 

(a)  /Series  /  bonds. — Prior  to  maturity,  a  Series  J  bond  will  be  redeenaed,  at  the 
option  of  the  owner,  at  the  appropriate  redemption  value,  in  whole  or  in  part,  in 
the  amount  of  an  authorized  denomination  or  multiple  thereof,  upon  presentation 
and  surrender  of  the  bond  with  a  duly  executed  request  for  payment  to  (1)  a 
Federal  Reserve  bank  or  branch,  (2)  the  Office  of  the  Treasurer  of  the  United 
States,  Securities  Division,  Washington,  D.C.  20220,  or  (3)  the  Bureau  of  the 
Public  Debt,  Division  of  Loans  and  Currency  Branch,  536  South  Clark  Street, 
Chicago,  lUuiois  60605.  A  bond  presented  for  payment  at  or  after  maturity  will 
be  paid  at  its  face  amount. 
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(b)  Series  K  bonds.— Prior  to  or  at  maturity,  a  Series  K  bond  will  be  redeemed, 
at  the  option  of  the  owner,  at  the  appropriate  redemption  value,  upon  presentation 
and  surrender  of  the  bond  with  a  duly  executed  request  for  payment  to  an  agency 
described  in  paragraph  (a),  above.  However,  a  bond  received  by  an  agency  during 
the  calendar  month  preceding  an  interest  payment  date  will  not  be  redeemed  untU 
that  date.  Prior  to  maturity,  a  Series  K  bond  may  be  redeemed  at  par,  in  whole  or 
in  part,  (1)  upon  the  death  of  an  individual  named  on  the  bond  as  owner  or 
coowner,  or  (2)  if  held  by  a  trustee  or  other  fiduciary,  upon  the  death  of  any 
person  which  results  in  termination  of  the  trust.  Redemption  at  par  will  be  made 
only  to  the  extent  of  the  pro  rata  portion  of  a  trust  terminated  in  part,  to  the 
next  lower  multiple  of  $500.  A  Series  K  bond  issued  in  exchange  for  matured 
Series  E  bonds  may  be  redeemed  at  par,  at  the  owner's  option,  at  any  time.  A 
bond  presented  for  payment  at  maturity  will  be  paid  at  par,  and  final  interest 
will  be  paid  with  the  principal. 

George  F.  Stickney, 
Deputy  Fiscal  Assistant  Secretary  of  the  Treasury. 


Exhibit   12.— February  22,  1967,  Department  Circular  Public  Debt  Series  No. 
3-67,  offering  of  U.S.  savings  notes 

Treasury  Department, 
Washington,  February  22,  1967. 

Authority:  Department  Circular,  Public  Debt  Series  No.  3-67,  dated  Febru- 
ary 22,  1967,  and  the  table  incorporated  therein  (31  CFR  Part  342),  are  issued 
under  authority  of  sections  18  and  20  of  the  Second  Liberty  Bond  Act,  as  amended 
(31  U.S.C.  753  and  754b). 

Sec.  342.0  Offering  of  notes. — The  Secretary  of  the  Treasury,  under  the 
authority  of  the  Second  Liberty  Bond  Act,  as  amended,  hereby  offers  for  sale 
United  States  Savings  Notes  which  may  be  purchased  only  with  the  simultaneous 
purchase  of  Series  E  bonds  imder  payroll  savings  plans  or  through  the  bond-a- 
month  plan.  The  investment  yield  on  the  notes  (hereinafter  generally  referred  to 
as  "savings  notes"  or  "notes")  will  be  approximately  4.74  percent  per  annum, 
compounded  semiannually,  if  held  to  maturity.  This  offering  of  notes,  which  shall 
be  effective  May  1,  1967,  will  continue  until  terminated  by  the  Secretary  of  the 
Treasury. 

Sec.  342.1  Definition  of  words  and  terms  as  used  in  this  offer. — (a)  "Payroll 
savings  plans"  refer  to  voluntary  systems  maintained  by  employers  whereby 
their  officers  and  employees  authorize  regular  deductions  from  their  salaries  or 
wages  for  the  purchase  of  United  States  Savings  Bonds  of  Series  E,  referred  to 
herein  as  "Series  E  bonds." 

(b)  "The  bond-a-month  plan"  refers  to  the  plan  whereby  depositors  maintaining 
accounts  with  financial  institutions  authorize  regular  monthly  deductions  from 
such  accounts  for  the  purchase  of  Series  E  bonds. 

(c)  "Participants"  refer  to  individuals  having  regular  deductions  made  from 
their  salaries  or  wages  for  the  purchase  of  Series  E  bonds  pursuant  to  payroll 
savings  plans,  or  depositors  having  regular  monthly  deductions  made  from  their 
accounts  for  the  purchase  of  Series  E  bonds  under  the  bond-a-month  plan. 

Sec.  342.2  Description  of  notes. — (a)  General. — Savings  notes  bear  a  facsimile 
of  the  signature  of  the  Secretary  of  the  Treasury  and  of  the  Seal  of  the  Department 
of  the  Treasury.  They  are  issued  only  in  registered  form  and  are  nontransferable. 

(b)  Denominations  and  prices. — Savings  notes  are  issued  on  a  discount  basis  at 
81  percent  of  their  face  amounts  (maturity  values).  The  denominations  and 
purchase  prices  are: 

Denomination  Purchase 

(face  amount)  price 

$25.00 $20.25 

$50.00 40.50 

$75.00 60.75 

$100.00 81.00 

(c)  Inscription  and  issue. — At  the  time  of  issue  the  authorized  issuing  agent 
will  (1)  inscribe  on  the  face  of  each  savings  note  the  name  and  address  of  the 
owner,  and  the  name  of  the  beneficiary,  if  any,  or  the  names  of  the  coowners 


188   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

and  the  address  of  the  first-named  coowncr,'  (2)  enter  the  issue  date  in  the  right- 
hand  portion  of  the  note  in  the  space  provided  for  that  purpose,  and  (3)  imprint 
thereunder,  by  use  of  the  agent's  validating  stamp  for  the  issue  of  United  States 
Savings  Bonds,  the  date  the  note  is  actually  inscribed.  A  note  shall  be  valid 
only  if  an  authorized  issuing  agent  receives  payment  therefor  and  duly  inscribes, 
dates,  stamps,  and  delivers  it. 

(d)  Term. — A  savings  note  shall  be  dated  as  of  the  first  day  of  the  month  in 
which  payment  of  the  purchase  price  is  received  by  an  issuing  agent.  This  date 
is  the  issue  date  and  the  note  will  mature  and  be  payable  at  its  maturity  value 
4  years  and  6  months  from  such  issue  date.  The  note  may  not  be  called  for  re- 
demption V)y  the  Secretary  of  the  Treasury  prior  to  maturity,  and  is  not  redeem- 
able during  the  first  year  from  issue  date.  Thereafter,  the  note  may  be  redeemed 
at  fixed  redemption  values  at  the  option  and  request  of  the  owner. 

(e)  Investment  yield  (interest)  .—The  investment  yield  on  a  savings  note  will 
be  approximately  4.74  percent  per  annum,  compounded  semiannually,  if  the 
note  is  held  to  maturity,  but  the  yield  will  be  less  if  the  note  is  redeemed  prior 
to  maturity.  The  interest  will  be  paid  as  part  of  the  redemption  value.  The  note 
will  increase  in  value  1  year  after  issue  date,  and  at  the  beginning  of  each  half- 
year  period  thereafter  until  maturity,  at  which  time  interest  will  cease.  If  the 
note  is  redeemed  before  maturity,  interest  will  cease  at  the  end  of  the  interest 
period  next  preceding  the  redemption  date,  except  that  if  redeemed  on  a  date 
on  which  the  redemption  value  of  the  note  increases,  interest  will  cease  on  that 
date.  (See  table.) 

Sec.  342.3  Purchase — registration. — (a)  Purchase.- — Savings  notes  may  be 
purchased  only  with  the  simultaneous  purchase  of  Series  E  bonds,  as  provided 
in  section  342.0.  Employers  may  obtain  notes  for  participants  in  payroll  savings 
plans  from  authorized  issuing  agents  ^  or  from  any  Federal  Reserve  bank  or 
branch,  or  the  Office  of  the  Treasurer  of  the  United  States,  Secvirities  Division, 
Washington,  D.C.  20220.  Participants  in  the  bond-a-month  plan  may  obtain 
the  notes  from  authorized  financial  institutions.  Payments  for  the  notes  may 
be  made  in  the  same  manner  as  payments  for  United  States  Savings  Bonds. 
Issuing  agents  will  deliver  the  notes  at  the  time  of  purchase,  or  by  mail  at  the 
risk  and  expense  of  the  United  States,  but  only  within  the  United  States,  its 
territories  and  possessions,  the  Commonwealth  of  Puerto  Rico  and  the  Canal 
Zone.  No  mail  deliveries  elsewhere  will  be  made. 

(b)  Registration. — On  original  issue  a  savings  note  (1)  is  limited  to  registration 
in  the  name  of  a  natural  person  (whether  adult  or  minor),  alone  or  with  another 
natural  person  as  coowner  or  beneficiary,  and  (2)  must  be  identical  in  registra- 
tion to  the  companion  Series  E  bond  purchased  under  the  payroll  savings  plan 
or  the  bond-a-month  plan. 

Sec.  342.4  Limitations. — (a)  On  deductions. — Deductions  for  savings  notes 
shall  not  exceed  $1.08  for  each  $1.00  of  deductions  for  the  purchase  of  Series  E 
bonds.  In  addition,  deductions  for  the  notes,  under  a  payroll  savings  plan,  shall 
not  be  more  than  $20.25  per  weekly  pay  period,  or  $40.50  per  biweekly  or  semi- 
monthly pay  period,  or  $81.00  per  monthly  pay  period,  and  under  the  bond-a- 
month  plan,'  shall  not  exceed  $81.00  per  month.  A  participant,  upon  discontinu- 
ing his  participation  in  a  payroll  savings  plan  or  the  bond-a-month  plan,  becomes 
ineligible  for  further  purchases  of  the  notes  until  such  time  as  he  again  enrolls 
in  a  plan. 

(b)  On  holdings. — The  total  face  amount  of  savings  notes  originally  purchased 
by  or  issued  to  any  one  person  during  any  one  calendar  year,  including  those 
registered  in  the  name  of  that  person  as  owner  and  those  registered  in  his  name 
with  another  person  as  coowner,  that  may  be  held  by  that  person  at  any  one 
time  is  limited  to  $1,350. 

Sec.  342.5  Taxation. — (a)  General. — For  the  purpose  of  determining  taxes 
and  tax  exemptions,  the  increment  in  value  represented  by  the  difference  between 
the  purchase  price  and  the  redemption  value  received  for  a  savings  note  will 
be  considered  as  interest.  The  interest  is  subject  to  all  taxes  imposed  under  the 
Internal  Revenue  Code  of  1954.  The  notes  are  subject  to  estate,  inheritance, 
gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all 
taxation  now  or  hereafter  imposed  on  the  principal  and  interest  thereof  by  any 


>  When  placing  a  taxpayer  identifying  number  (an  individual's  social  security  account  number)  on  a 
note,  the  issuing  agent  should  place  the  number  on  the  note  in  the  same  position  as  on  the  companion  Series 
E  bond. 

2  (lenerally,  incon)orated  banks,  trust  companies,  and  other  agencies  as  have  been  duly  qualified  as 
issuing  agents  of  Series  E  bonds. 
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State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

(b)  Federal  income  tax  on  notes. — An  owner  of  savings  notes  who  is  a  cash 
basis  taxpayer  may  use  either  of  two  methods  for  reporting  the  increase  in  the 
redemption  value  of  the  notes  for  Federal  income  tax  purposes,  as  follows: 

(1)  Defer  reporting  of  the  increase  until  the  year  of  maturity,  actual 
redemption,  or  other  disposition,  whichever  is  earlier,  or 

(2)  Elect  to  report  the  increase  for  the  year  in  which  it  accrues,  in  which 
case  the  election  will  apply  also  to  all  Series  E  bonds  then  owned  by  him 
and  those  thereafter  acquired,  as  well  as  to  any  other  similar  obligations 
sold  on  a  discount  basis. 

If  method  (1)  is  used,  the  taxpayer  may  change  to  method  (2)  without  obtaining 
permission  from  the  Internal  Revenue  Service.  However,  once  the  election  to 
use  method  (2)  is  made,  the  taxpayer  may  not  change  the  method  of  reporting, 
unless  he  obtains  permission  to  do  so  from  the  Internal  Revenue  Service.  In- 
quiries requesting  further  information  on  Federal  taxes  should  be  addressed  to 
the  District  Director,  Internal  Revenue  Service,  of  the  taxpayer's  district,  or 
the  Internal  Revenue  Service,  Washington,  D.C  20224. 

Sec.  342.6  Payment  or  redemption. — (a)  General. — At  any  time  1  year  or 
more  after  the  issue  date,  a  savings  note  may  be  redeemed  upon  presentation  and 
surrender  of  the  note  with  a  duly  executed  request  for  payment  to  any  Federal 
Reserve  bank  or  branch,  or  the  Office  of  the  Treasurer  of  the  United  States, 
Securities  Division,  Washington,  D.C.  20220,  or  to  any  financial  institution 
which  has  been  designated  as  paying  agent  by  the  Secretary  of  the  Treasury. 

(b)  Judgment  creditors. — Payment  of  a  savings  note  to  the  purchaser  at  a 
sale  under  a  levy  or  to  the  officer  authorized  to  levy  upon  the  property  of  the 
owner  under  appropriate  process  to  satisfy  a  money  judgment  will  not  be  made 
until  1  year  after  the  issue  date  of  the  note. 

Sec.  342.7  Governing  regulations. — Savings  notes  are  subject  to  the  regulations 
of  the  Treasury  Department,  now  or  hereafter  prescribed,  governing  United 
States  Savings  Bonds,  contained  in  Department  Circular  No.  530,  current  re- 
vision (31  CFR  Part  315),'  except  as  otherwise  specifically  provided  herein. 

Sec.  342.8  Fiscal  agents. — Federal  Reserve  banks  and  branches,  as  fiscal 
agents  of  the  United  States,  are  authorized  to  perform  such  services  as  may  be 
requested  of  them  by  the  Secretary  of  the  Treasury  in  connection  with  the  issue, 
delivery,  redemption,  and  payment  of  savings  notes. 

Sec.  342.9  Reservations.— (a)  Issue  of  notes. — The  Secretary  of  the  Treasury 
reserves  the  right  to  reject  any  application  for  purchase  of  savings  notes,  in 
whole  or  in  part,  and  to  refuse  to  issue  or  permit  to  be  issued  hereunder  any  such 
notes  in  any  case  or  any  class  or  classes  of  cases  if  he  deems  such  action  to  be  in 
the  public  interest,  and  his  action  in  any  such  respect  shall  be  final. 

(b)  Terms  of  offer. — The  Secretary  of  the  Treasury  may  at  any  time  or  from 
time  to  time  supplement  or  amend  the  terms  of  this  offering  of  notes,  or  of 
any  amendments  or  supplements  thereto. 

Joseph  W.  Barr, 
Acting  Secretary  of  the  Treasury. 


'  Copies  may  be  obtained  from  any  Federal  Reserve  bank  or  branch,  or  the  Bureau  of  the  Public,  Debt, 
Division  of  Loans  and  Currency  Branch,  536  South  Claris;  St.,  Chicago,  111.  CUIJUS. 
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UNITED  STATES  SAVINGS  NOTES— REDEMPTION  VALUES  AND  INVESTMENT  YIELDS 

Tabic  shows:  (1)  redemption  values,  by  denomination,  during  each  successive  half-year  term  of  holding 
after  first  year  '  following  the  date  of  issue;  (2)  the  approximate  investment  yield  on  the  purchase  price  from 
issue  date  to  the  beginning  of  each  half-year  period  2;  and  (3)  the  approximate  iiuestmeat  yield  oa  the 
current  redemption  value  from  the  beginning  of  each  half-year  period  -  to  maturity.  Yields  are  expressed 
in  terms  of  rate  percent  per  annum  compoimded  semiannually. 


Maturity  value  $25. 00    $50. 00    $75. 00      $100. 00        Approximate  investment  yield 

Issueprice 20.25      40.50      60.75  81.00 


.(2)  On  purchase  (3)   On  current 

price  from  issue  redemption  value 
date  to  begin-  from  beginning 
Period  after  issue  date              (1)  Redemption  values  during          ning  of  each  of  each  half-year 
each  half-year  period  after  the    half-year  period  -      period  to  ma- 
first  year  (values  increase  on  first  turity  '  s 
day  of  period  shown)' 

Percent  Percent 

ItolV^  years $21.07    $42.14    $63.21        $84.28                 4.01  4.95 

lUto2years          21.53      43.06      64.59         86.12                4.13  5.04 

2  to  214  years  22.03      44.06      66.09         88.12                4.26  5.12 

2V^to3years 22.56      45.12      67.68         90.24                4.37  5.20 

3to3»4years ---      23.14      46.28      69.42         92.56                4.50  5.22 

3>$to4years              23.74      47.48      71.22         94.96                4.60  5.24 

4to4^years 24.36      48.72      73.08         97.44                4.67  5.25 

MATURITY  VALUE 

(41^  years  from  issue  date) 25.00      50.00      75.00        100.00                4.74  


>  Savings  notes  are  not  redeemable  before  1  year  from  issue  date. 

2  Except  the  first  half-year. 

3  4.74  percent  for  entire  period  from  issuance  to  maturity. 


Exhibit  13. — February  24,  1967,  Department  Circular  Public  Debt  Series  No. 
4-67,  regulations  governing  agencies  for  the  issue  of  U.S.  savings  bonds  of 
Series  E  and  U.S.  savings  notes 

Treasury  Department, 
Washington,  February  24,  1967. 

Department  Circular  No.  657,  dated  April  15,  1941,  as  amended  (31  CFR 
Part  317),  is  hereby  rescinded  and  replaced  by  Department  Circular,  Public 
Debt  Series  No.  4-67,  as  follows: 

Authority:  Sections  317.0  through  317.8  issued  under  sections  18,  20,  and 
22  of  the  Second  Liberty  Bond  Act,  as  amended  (40  Stat.  1309,  48  Stat.  383 
and  49  Stat.  21,  all  as  amended;  31  U.S.C.  753,  754b,  and  757c). 

Sec.  317.0  Pur-pose. — These  regulations  prescribe  the  procedures  whereby 
(a)  banks,  trust  companies,  and  savings  institutions  chartered  by  or  incorporated 
under  the  laws  of  the  United  States  or  those  of  any  State  or  Territory  of  the 
United  States  or  the  Commonwealth  of  Puerto  Rico,  (b)  agencies  of  the  United 
States  and  of  State  and  local  governments,  (c)  employers  operating  payroll 
savings  plans  for  the  purchase  of  United  States  Savings  Bonds,  and  (d)  other 
entities,  may  qualify,  and  thereafter  act,  as  agents  for  the  sale  and  issue  of  United 
States  Savings  Bonds  of  Series  E  and  United  States  Savings  Notes,  issued  pur- 
suant to  Treasury  Department  Circulars  No.  653,  current  revision,  and  Public 
Debt  Series  No.  3-67  (31  CFR  Parts  316  and  342),  respectively. 

Sec.  317.1  Definitions  of  words  and  terms  as  used  in  this  circular. — (a)  "Bonds" 
refer  to  United  States  Savings  Bonds  of  Series  E. 

(b)  "Federal  Reserve  bank"  refers  to  the  Federal  Reserve  bank  of  the  Federal 
Reserve  district  in  which  the  issuing  agent,  or  the  applicant  organization,  is 
located,  and  includes  branches  to  the  extent  utiHzed  by  the  parent  bank.  In 
the  context  of  these  regulations,  the  reference  to  the  Federal  Reserve  bank  is 
in  its  capacity  as  fiscal  agent  of  the  United  States. 

(c)  "Issuing  agent"  refers  to  an  organization  which  has  been  issued  a  certificate 
of  qualification  to  sell  and  issue  bonds  and  notes,  or  bonds  only. 

(d)  "Notes"  refers  to  United  States  Savings  Notes. 

(e)  "Organization"  refers  to  any  entity  described  in  section  317.0  as  eligible 
to  qualify  as  an  issuing  agent  of  the  bonds  and  notes,  or  bonds  only. 
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Sec.  317.2  Procedure  for  qualifying  as  an  issuing  agent. — (a)  General. — An 
organization  desiring  to  qualify  as  an  issuing  agent  shall  obtain  from  and  file 
with  the  Federal  Reserve  bank  an  appropriate  application-agreement  form. 
If  the  organization  desires  to  qualify  as  an  issuing  agent  for  bonds  only,  it  shall 
before  submission,  amend  the  form  furnished  so  that  it  refers  only  to  bonds. 
Through  use  of  the  appropriate  form,  the  person  authorized  to  act  on  behalf 
of  the  organization  will  certify  that  it  is  authorized  by  its  governing  body,  or 
other  body  authorized  to  act  in  the  premises,  to  apply  for  and  act  as  an  issuing 
agent  under  the  terms  of  the  agreement,  these  regulations  and  the  circulars 
offering  the  bonds  and  notes  for  sale,  or,  if  appropriate,  bonds  only,  and  that 
applicable  Federal  or  State  law  permits  or  does  not  prohibit  the  organization 
from  so  acting.  The  Secretary  of  the  Treasury,  either  directly  or  through  the 
Federal  Reserve  bank,  may  deny  qualification  to,  or  specify  the  basis  of  qualifica- 
tion of,  any  organization. 

(b)  Bases  on  which  stock  may  be  obtained. 

(1)  Trust  agreement. — An  organization  may  obtain  stocks  on  the  basis  of  an 
application-trust  agreement.  Under  the  terms  of  such  agreement,  the  stocks  of 
bonds  and  notes  obtained,  together  with  the  proceeds  of  sale  therefrom,  are  at 
all  times  the  property  of  the  United  States,  for  which  the  organization  shall 
be  fully  accountable. 

(2)  Pledge  agreement. 

(i)  Pledge  of  collateral. — An  organization  maj^  obtain  stock  on  the  basis  of  a 
pledge  of  collateral.  Under  the  terms  of  the  application-pledge  agreement,  collat- 
eral is  pledged  at  the  cost  price  of  the  maximum  amount  of  stocks  of  bonds  and 
notes,  and  the  proceeds  of  sales  therefrom,  for  which  the  organization  may  be 
accountable  at  any  one  time. 

(ii)  Security. — Security  which  may  be  required  under  the  application-pledge 
agreement  shall  consist  of  either  or  both  of  the  following: 

(A)  The  amount  of  insurance  directly  available  to  the  United  States 
covering  the  proceeds  of  the  issuing  agent's  sales  of  bonds  and  notes  by 
reason  of  the  agent's  coverage  by  an  acceptable  Federal  or  State  insurance 
corporation  or  fund;  for  example,  in  the  case  of  a  member  bank  of  the  Fed- 
eral Deposit  Insurance  Corporation,  the  amount  of  security  would  be  $15,000 
and  would  cover  approximately  $20,000  (face  amount)  of  stocks  of  bonds 
and  notes. 

(B)  United  States  Treasury  bonds  or  other  direct  obligations  of  the  United 
States,  or  obligations  unconditionally  guaranteed  as  to  both  principal  and 
interest  by  the  United  States,  in  negotiable  form,  which  will  be  accepted 
at  face  value;  and  United  States  Savings  Bonds  of  any  series  registered  in 
the  name  of  the  issuing  agent,  which  will  be  accepted  at  issue  price.  Savings 
bonds  must  be  accompanied  by  an  irrevocable  power  of  attorney,  executed 
on  behalf  of  the  issuing  agent,  authorizing  the  Secretary  of  the  Treasury 
to  request  payment  of  the  bonds.  All  obligations  deposited  pursuant  hereto 
must  be  delivered  to  the  Federal  Reserve  bank  before  stocks  of  bonds  and 
notes  may  be  obtained. 

(3)  Prepayment  of  stock. — An  organization  whose  primary  function  as  an 
issuing  agent  will  relate  to  the  issue  of  bonds  and  notes  bought  under  its  payroll 
savings  plan,  and  which  is  not  qualified  under  subparagraph  (1)  or  (2)  of  this 
paragraph,  is  required  to  execute  an  application-prepayment  agreement  under 
the  terms  of  which  all  stocks  of  bonds  and  notes  obtained  for  its  issue  function 
are  prepaid  at  cost  price. 

(c)  Issuing  agents  of  bonds  qualified  under  Treasury  Department  Circular  No. 
657,  as  amended. — Issuing  agents  of  bonds  qualified  prior  to  the  rescission  of 
Treasury  Department  Circular  No.  657,  as  amended,  who  do  not  desire  toqualify 
as  issuing  agents  for  the  notes,  may  continue  to  act  without  requalification  and 
by  so  doing  shall  be  subject  to  the  terms  and  conditions  of  this  circular  and  the 
agreements  under  which  they  qualified  in  the  same  manner  and  to  the  same 
extent  as  though  they  had  requalified  hereunder. 

Sec.  317.3  Certificate  of  qualification. — Until  such  time  as  a  certificate  of 
qualification  is  issued  by  the  Federal  Reserve  bank,  an  organization  shall  not 
make  any  effort  to  or  perform  any  acts  as  an  issuing  agent,  or  advertise  in  any 
manner  that  it  is  authorized  to  perform  such  acts,  or  that  it  has  applied  for  quali- 
fication as  an  issuing  agent.  Upon  approval  of  the  ap|)hcation-agreement,  the 
Federal  Reserve  bank  will  issue  a  certificate  of  qualification  to  the  organization. 
The  organization  will  be  notified  if  the  application-agreement  is  not  approved, 
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or  iif  tor  ciualification,  at  any  such  time  as  the  certificate  of  qualification  is  modified 
or  terminated. 

Sec.  317.4  Modification  or  termination  of  qualification. — (a)  By  the  United 
States. — The  Secretary  of  the  Treasury,  or  the  Federal  Reserve  bank,  may 
modify  or  terminate  the  qualification  of  an  issuing  agent  at  any  time,  upon 
notice  to  that  cfTect,  and  may  require  the  immediate  surrender  of  any  part  or 
all  of  the  stocks  of  bonds  and  notes  held  by  the  agent  for  sale  and  not  thereto- 
fore issued  or  sold,  and  any  part  or  all  of  the  proceeds  due  on  account  of  the  stocks 
issued  or  sold.  Tlie  Secretary  of  the  Treasury,  or  the  Federal  Reserve  bank, 
may  also  regulate  the  amount  of  stocks  of  bonds  and  notes  which  maj^  be  ob- 
tained, including  tiMiiporary  increases  over  the  amount  of  stocks  obtainable  by 
the  issuing  agent  regardless  of  the  basis  of  qualification,  and  under  section  317.2, 
paragraph  (b),  sul)paragraiih  (2)  or  (3),  without  requiring  a  pledge  of  additional 
collateral  or  additional  prepayment  for  stocks. 

(b)  By  issuing  agent. — An  issuing  agent  which  has  fully  complied  with  the 
terms  of  its  agreement  and  the  regulations  and  instructions  issued  pursuant 
thereto  may  at  any  time  request  the  Federal  Reserve  bank  to  modify  or  terminate 
its  qualification. 

Sec.  317.5  Issuance  of  bonds  and  notes. — Issuing  agents  must  comply  with 
all  regulations  and  instructions  issued  by  the  Treasury  Department  or  the  Federal 
Reserve  bank  concerning  the  sal(%  inscription,  dating,  validation  and  issue  of 
the  bonds  and  notes,  and  disposition  of  the  registration  stubs.  No  issuing  agent 
shall  have  authority  to  sell  l)onds  and  notes  other  than  as  provided  in  the  offering 
circulars  and  the  governing  regulations.' 

Sec.  317.0  Accounting. — Issuing  agents  must  comply  with  all  regulations 
and  instructions  issued  by  the  Treasury  Department,  govcn-ning  the  accounting 
for  stocks  of  bonds  and  notes  received  as  issuing  agent  and  the  proceeds  of  sales 
tliereof.  Kach  issuing  agent,  other  than  an  agent  qualified  on  the  basis  of  i)re- 
liayment  of  stock,  sliall  oi)en  and  maintain,  or  continue  to  maintain,  for  the 
Federal  Reserve  bank,  a  separate  deposit  account  for  the  i)roceeds  of  all  sales 
of  bonds  and  notes  to  be  known,  as  appropriate,  as  the  "Savings  Bond  and  Note 
Account,"  or  the  "Series  E  bond  account."  An  issuing  agent  which  is  also  a 
depositary  pursuant  to  Treasury  Department  Circular  No.  92,  current  revision 
(31  CFR  Part  203),  may  make  payment  by  credit  for  the  proce(>ds  of  its  sales 
of  bonds  and  notes  up  to  any  amount  for  which  it  shall  be  qualified  under  that 
circular  in  excess  of  existing  deposits  when  so  authorized  by  the  Federal  Reserve 
bank. 

Sec.  317.7  Fiscal  agents. — The  Federal  Reserv(>  banks  are  authorized  to  per- 
form such  duties  and  prepare  and  issue  such  forms  and  instructions  as  may 
be  necessary  to  fulfill  the  purposes  and  requirements  of  these  regulations. 

Sec.  317.8  Reservations. — The  Secretary  of  the  Treasury  may  at  any  time 
or  from  time  to  time,  revise,  supphmient,  amend,  or  withdraw,  in  whole  or  in 
part,  the  provisions  of  these  regulations,  or  of  any  revisions,  supplements,  or 
amendments  thereto. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary. 


Legislation 

Exhibit  14. — An  act  to  provide,  for  the  period  ending  on  June  30.  1967,  a  temporary 
increase  in  the  public  debt  limit  set  forth  in  section  21  of  the  Second  Liberty 
Bond  Act. 

[Public  Law  90-3,  UOlli  Cougioss,  II. R.  4573,  March  2,  1967] 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That,  during  the    i>'?^'*"^'^'^'' 
period  beginning  on  the  date  of  tiie  enactment  of  this  Act  and  end-    Tomponvi-y  iu- 
ing  on  June  30,  1967,  the  public  (hibt  limit  set  forth  in  the  first   crease, 
sentence  of  section  21  of  the  Second  Liberty  Bond  Act  (31  U.S.C.    80  Stat.  221. 
757b)  siiall  be  temporarily  increaseil  to  $33(),000,000,000. 

Approved  March  2,  1967,  10:45  p.m. 


'  Troiisurv  Dopartinont  Circulars  No.  530,  current  revision  (31  CFR  Part  315),  No.  653,  current  revision 
(31  CFR  Part  316),  and  Public  Debt  Series  No.  3-67  (31  CFR  Part  342).  See  exhibits  7,  9,  and  12. 
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Exhibit  15. — An  act  to  increase  the  public  debt  limit  set  Torth  in  section  21  of  the 
Second  Liberty  Bond  Act,  and  for  other  purposes. 

[Public  Law  90-39,  90th  Congress,  II. R.  10867,  June  30,  1907] 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,   Tliut,  efFoctivc    I'uMic  debt 
July  1,  1967,  the  first  sentence  of  section  21  of  the  Second  Liberty    Li!"'*", "'^'.^"^c. 
Bond     Act     (31     U.S.C.     757b)     is    amended     by  striking     out    ahU-  p  4 
"$285,000,000,000"  and  inserting  in  lieu  thereof  "$35S,000,000,- 
000". 

Sec.  2.  The  face  amount  of  beneficial  interests  and  participa- 
tions (except  those  held  by  the  issuer  thereof)  issuc;d  under  section 
;302(c)  of  the  Federal  National  Mortgage  Association  Charier 
Act  (12  U.S.C.  1717(c))  during  the  period  b(!giniiing  on  July  1, 
1967,  and  ending  on  June  30,  19(58,  and  outstanding  at  any  time  78  Stat.  800; 
shall  be  added  to  the  amount  otherwise  tak(!U  into  account  in  *^"  ^^^^-  ^^■ 
determining  whether  i\u)  retiuinunents  of  the  first  sentence  of 
section  21  of  the  Second  Liberty  Bond  Act  (31  U.S.C.  757b) 
are  met  at  such  time.  Nothing  in  the  preceding  sentence  requires 
any  change  in  the  budgetary  accounting  for  beneficial  interests 
and  participations. 

Sec.  3.  Effective  July  1,  1968,  and  each  July  1  thereafter,  the 
public  debt  limit  set  forth  in  the  first  sentence  of  section  21  of  the    Temiionu-y  an- 
Second  Liberty  Bond  Act  (31    U.S.C.  757b)  shall  be  temporarily    nnal  increase. 
increased  by  $7,000,000,000  during  the  period  begiinung  on  such 
July   1  and  ending  on  June  29  of  the  succeeding   calendar  year. 

Sec.  4.  Section  18(a)  of  the  Second  Liberty  Bond  Act  (relating 
to  notes  of  the  United  States;  31    U.S.C.  753(a))  is  amended  by    ^  s  notes 
striking  out   "not  more  than  five  years"   and  inserting  in  li(!U   49"stat.  20. 
thereof  "not  more  than  seven  years." 

Approved  June  30,  1967,  10:40  a.m. 


Financial  Policy 

Exhibit  16. — Letter  from  Secretary  Fowler  to  Representative  Ullman,  July  12, 
1966,  and  Representative  Ullman's  letter  to  the  President,  June  27,  1966,  on 
fiscal  and  monetary  policies  and  increased  interest  rates 

Hon.  Al  Ullman, 

House  of  Representatives,  Washington,  D.C. 

Dear  Al:  Since  in  your  letter  to  the  President,  made  public,  you  referred  to 
the  extended  conference  Chairman  Ackley  and  I  had  with  you  on  the  subject  of 
your  subsequent  letter,  several  comments  are  offered  (o  roiuul  out  the  picture. 

You  refer  to  the  fact  that  "although  Ihey  were  most  cordial  and  helpful,  they 
did  not  offer  any  satisfactoiy  hope  that  actions  would  be  taken  to  bring  interest 
rates  back  into  line." 

You  have  put  your  finger  on  one  of  the  toughest  problems  we  face  today. 

There  seems  little  question  that  the  additional  demands  placed  upon  the 
economj^  as  an  accompaniment  to  our  expanded  operations  in  Southeast  Asia 
called  for  a  shift  from  a  policy  of  fiscal  and  monetary  stimulus  to  one  of  restraint, 
if  inflationary  pressures  were  to  bo,  minimized. 

The  President  has  made  every  effort  to  hold  down  expenditures  in  fiscal  1966 
and  this  together  with  the  rising  revenues  reduced  the  Vjudget  deficit  for  the 
fiscal  year  ended  June  30  to  quote  his  words  "less  than  one-half"  of  what  was 
expected  last  January. 

The  President  also  made  every  effort  to  hold  down  the  fiscal  1967  budget  to 
the  bare  minimimi,  but,  as  ^'ou  know,  the  Congress  seems  to  be  in  the  process  of 
adding  to  it.  Present  indications  are  that  Congress  may  add  from  $3  billion  to 
$4  billion  to  the  President's  budget  this  year.  As  you  know,  with  his  full  backing 
and  support,  the  Director  of  the  Budg(>t  and  I  have  been  working  hard  to  en- 
courage those  responsible  for  a])propriations  to  hold  down  the  levels  of  final 
appropriations  to  those  proposed  in  the  budget- 
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Moreover,  the  Congress  responding  to  recommendations  from  the  President 
has  changini  our  tax  policj'  sharph'  awaj'  from  the  stimulative  direction  of  past 
years  of  1!)(J4  and  1905  to  one  of  moderate  restraint.  You  and  your  colleagues 
on  th(>  Ways  and  Means  Committee  have  helped  to  accomplish  this  change  which 
was  the  objective  of  hearings  before  the  passage  of  the  Tax  Adjustment  Act  in 
March.  As  a  result  of  provisions  in  that  act,  the  speedup  in  collection  of  income 
and  social  security  taxes  withheld  by  employers  by  Treasury  regulation,  increases 
in  revenues  over  previous  estimates  because  of  rising  levels  of  income,  the  impact 
of  social  security  and  medicare  taxes  which  became  effective  in  January  and  a 
successful  savings  bonds  campaign,  we  are  drawing  out  of  the  economy  this 
calendar  year  through  these  fiscal  measures  approximately  $13  billion  more  than 
was  thought  to  be  the  case  last  December. 

This  brings  us  back  to  the  action  of  the  Federal  Reserve  Board  early  last 
December  in  the  field  of  monetary  policy  which  is  the  burden  of  complaint  in 
your  letter.  In  December  1965  the  Board  announced  two  actions  designed  in  its 
words  "to  dampen  mounting  demands  on  banks  for  still  further  credit  extensions 
that  might  add  to  inflationary  pressures."  You  are  fully  aware  from  the  state- 
ment made  by  the  Presid(!nt  thereafter  and  various  public  comments  I  made 
in  congressional  hearings  and  other  public  statements  before  and  after  these 
actions  that  the  administration  opposed  the  action  taken  at  the  time.  My  own 
point  of  view  iMiblicly  held  and  privately  urged  can  be  summarized  in  a  public 
statement  made  on  November  29  prior  to  the  action.  I  said  "it  is  premature  and 
unwise  to  call  for  further  restrictive  monetary  action  now,  in  order  to  curtail  the 
expansion  of  money  and  credit  and  raise  interest  rates  more  than  the  market  has 
already  raised  them.  There  may  be  room  for  honest  differences  of  opinion  among 
well-informed  and  unprejudiced  persons  on  this  issue.  However,  it  is  my  strong 
belief  that  an  orderly  adjustment  of  a  properly  coordinated  mix  of  fiscal  and 
monetary  policies  to  deal  with  the  period  ahead  calls  for  that  policy  mix  to  be 
determined  only  with  full  knowledge  of  the  President's  new  budget." 

Then  on  December  5,  in  Austin,  after  the  Board  action,  the  President  said: 

"The  Federal  Reserve  Board  is  an  independent  agency.  Its  decision  was  an 
independent  decision. 

"I  regret,  as  do  most  Americans,  any  action  that  raises  the  cost  of  credit, 
particularly  for  homes,  schools,  hospitals,  and  factories. 

"I  particularly  regret  that  this  action  was  taken  before  January  when  we 
will  have  before  us  the  full  facts  on  next  year's  budget,  Vietnam  costs,  housing 
starts.  State  and  local  spending,  and  other  elements  in  the  economic  outlook. 

"The  decisions  to  be  taken  within  the  next  few  weeks  by  the  administration 
will  significantly  affect  the  course  of  economic  development. 

"My  view  and  the  view  of  the  Secretary  of  the  Treasury  and  the  Council  of 
Economic  Advisers  is  that  the  decision  on  interest  rates  should  be  a  coordinated 
policy  decision  in  January,  when  the  nature  and  impact  of  the  administration's 
budgetary  and  Vietnam  decisions  are  known.  This  view  was  apparently  shared 
by  three  of  the  seven  Board  members. 

"The  action  has  already  been  taken.  Under  the  circumstances,  I  will  continue 
to  do  my  best  to  give  the  American  people  the  kind  of  fully  coordinated,  well- 
integrated  economic  policy  to  which  they  are  entitled,  which  has  been  so  success- 
ful for  the  last  58  months,  and  which  I  hope  will  preserve  the  price  stability  so 
necessary  for  America's  continued  prosperity." 

Subsequent  developments  have  confirmed  the  need  for  coordination — in  the 
fiscal,  expenditure,  monetary  and  debt  management  areas  in  order  to  arrest  the 
rapid  escalation  of  intei'est  rates  which  concerns  me  as  much  as  it  concerns  you. 
There  are,  and  have  been,  pending  before  the  House  Banking  and  Currency 
Committee  a  series  of  proposals  designed  specifically  to  minimize  the  highly 
selective  impact  of  monetary  policy  and  increasing  interest  rates  on  the  housing 
industry  about  which  5^ou  have  expressed  considerable  misgivings. 

The  administration  has  supported  the  enactment  of  legislation  to  enlarge  the 
borrowing  authority  of  the  Federal  National  Mortgage  Association. 

In  an  appearance  before  the  House  Banking  and  Currency  Committee  on 
May  19,  I  urged  the  enactment  of  a  temporary  restraint  on  excessive  competition 
for  consumer-type  savings  by  banks  and  savings  and  loan  organizations  "both  to 
protect  the  structure  of  the  thrift  institutions  and  to  bolster  the  flow  of  funds 
to  the  home  building  industry."  I  submitted  specific  legislation  designed  to 
achieve  that  objective  by  authorizing  the  Federal  Reserve  Board  to  set  differing 
rate  ceilings  on  time  deposits  of  differing  amounts. 
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In  the  light  of  intervening  events  it  has  seemed  necessary  and  desirable  to 
enlarge  this  program  to  take  into  account  the  apparent  unwillingness  of  the 
Federal  Reserve  Board  to  exercise  this  power  even  if  granted  by  the  Congress 
and  the  lack  of  authority  in  the  Federal  Home  Loan  Bank  Board  to  prevent 
excessive  rate  competition  for  savings  among  members  of  the  Home  Loan  Bank 
system. 

Since  the  return  of  Members  of  the  Congress  from  recess  I  and  members  of 
my  Department  and  others  in  the  Administration  have  requested  the  members 
of  that  Committee  to  take  prompt  legislative  action  to  check  the  escalating 
trend  of  interest  rates  for  commercial  bank  consumer-type  deposits  and  savings 
and  loan  association  shares.  Our  suggestions  include:  (1)  a  legislated  temporary 
ceiling  at  an  appropriate  level  applying  to  commercial  bank  time  deposit  interest 
rates  and  to  savings  and  loan  association  dividend  rates  in  accounts  up  to 
$100,000;  (2)  discretionary  authority  to  the  Federal  Reserve  to  differentiate 
among  different  kinds  of  deposits  in  setting  maximum  interest  rates  for  member 
banks;  (3)  similar  discretionary  authority  to  the  Federal  Deposit  Insurance 
Corporation  to  cover  those  banks  which  are  not  members  of  the  Federal  Reserve 
System;  (4)  authority  for  the  Federal  Home  Loan  Bank  Board  to  set  maximum 
dividend  rates  for  members  of  that  system. 

I  would  encourage  you  and  your  colleagues  to  get  behind  these  and  related 
egislative  proposals  designed  to  deal  specifically  with  the  problem  you  discussed 
with  Chairman  Ackley  and  me  concerning  the  highly  selective  impact  of  mone- 
tary policy  on  the  housing  industry  and  the  lumber  industry  in  your  district. 

I  can  assure  you  of  complete  agreement  of  the  Administration  with  your 
expressed  sentiment  that  "every  medium  of  government  should  be  marshaled 
to  restore  the  healthy  balance  of  monetary  and  fiscal  policy  required  for  continued 
prosperity." 

With  best  regards, 
Sincerely, 

(S)     "Joe" 

Henry  H.  Fowlek. 

Congress  of  the  United  States, 

House  op  Representatives, 
Washington,  D.C.,  June  27,  1966. 
Hon.  Lyndon  B.  Johnson, 
The  White  House, 
Washington,  D.C. 

Dear  Mr.  President:  As  a  member  of  the  Ways  and  Means  Committee  I 
have  strongly  supported  the  "new  economics"  of  your  administration,  and  in  my 
public  statements  have  been  an  outspoken  advocate  of  policies  to  promote  sus- 
tained growth  in  the  economy.  I  regret  very  deeply  that  I  now  must  strongly 
differ  with  the  administration  on  what  I  consider  to  be  an  abandonment  of  the 
principles  we  have  been  following. 

In  my  judgment,  unless  corrective  action  is  taken  soon,  the  tight  money 
policies  imposed  by  the  Federal  Reserve  Board  and  supported  by  recent 
actions  of  your  administration  will  destroy  the  economic  gains  we  have  made. 

Within  the  past  week,  I  had  an  extended  conference  with  Secretary  Fowler  and 
Gardner  Ackley  on  this  matter.  Although  they  were  most  cordial  and  helpful, 
they  did  not  offer  any  satisfactory  hope  that  actions  would  be  taken  to  bring 
interest  rates  back  into  line.  Mr.  President,  the  near  panic  rush  throughout  the 
financial  community  in  recent  months  to  hike  interest  rates  has  raised  a  warning 
of  impending  consequences  that  cannot  be  disregarded.  Only  direct  action  by 
your  office  can  reverse  this  disastrous  trend. 

I  submit,  Mr.  President,  that  this  administration  cannot  afford  either  politi- 
cally or  economically  to  be  swept  along,  compounding  the  initial  folly  of  the 
Federal  Reserve  Board,  by  engaging  in  such  high  interest  policies  as  5%  percent 
sales  participation  offerings  and  increased  Federal  loan  rates.  Every  instrument 
of  Government  should  be  marshaled  to  restore  the  healthy  balance  of  monetary 
and  fiscal  policy  required  for  continued  prosperity.  Through  the  successes  of  the 
past  5  years,  we  are  on  the  verge  of  proving  to  ourselves  and  to  the  world  that  by 
enlightened  Government  policies,  a  private  enterprise  economy  can  avoid  the 
boom  and  bust  cycles  and  can  accelerate  growth  to  meet  the  challenges  of  un- 
employment, expanding  population,  and  economic  opportunity  for  all.  The  lack 
of  restraint  in  the  use  of  monetary  policy  will  surely  bring  this  successful  era  to  an 
end. 
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Just  as  a  mixed  monetary  and  fiscal  policy  has  proved  successful  in  generating 
growth,  the  same  mixture  is  essential  in  restraining  an  overheating  economy. 
High  interest  rates  will  not  do  the  job.  They  are  inflationary  in  tliemselves. 
They  have  not  succeeded  in  slowing  investment  in  plant  capacity,  nor — with 
the  single  exception  of  housing — have  they  slowed  the  rising  le\el  of  ])ersonal 
debt.  They  ha\-e  instead  contributed  significantly  to  higher  costs  that  are  certain 
to  be  reflected  in  the  consumer  price  index. 

In  the  area  of  fiscal  restraints,  I  recognize  that  the  administration  has  made  a 
concerted  effort  to  hold  down  expenditiu-es  and  to  reduce  operating  costs  to  a 
minimum.  In  addition,  however,  I  hope  that  consideration  will  be  given  to  other 
fiscal  tools  that  will  go  directly  to  the  danger  points  in  the  economy.  Revisions 
in  the  investment  tax  credit  may  be  in  order,  to  make  its  provisions  applicable 
only  to  businesses  and  industries  where  expansion  is  vital  to  national  defense  or 
to  encourage  continued  growth  in  other  selective  areas  that  are  important  to 
the  national  interest.  Because  of  the  sacrifices  in  lives  and  resources  being  made 
to  fulfill  our  commitment  in  Vietnam,  it  may  also  be  appropriate  to  consider 
means  of  curbing  excess  profits,  particularly  among  defense-oriented  industries. 
A  request  for  standby  authority  in  these  and  other  areas  of  taxation  might  well 
provide  the  psychological  restraint  necessary  to  bring  inflationary  pressures 
under  control  without  hindering  a  desirable  rate  of  growth. 

You,  Mr.  President,  are  the  only  one  who  can  effectively  express  and  imple- 
ment the  basic  policies  and  programs  to  meet  this  crisis  in  our  economy.  I  urge 
you  to  do  so. 

Sincerely, 

Al  Ullman, 
Member  of  Congress. 


Exhibit  17. — Letter  from  the  Secretary  of  the  Treasury  to  the  chairman  of  the 
Senate  Banking  and  Currency  Committee,  August  2,  1966,  concerning  the 
administration's  position  on  pending  legislation  relative  to  interest  rates  of 
financial  institutions 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  I  appreciated  very  much  your  letter  of  July  28,  1966, 
advising  me  of  your  agreement  to  expedite  action  on  bills  relating  to  financial 
institutions  in  which  the  Administration  is  interested.  I  welcome  the  opportunity 
you  have  afforded  me  to  advise  you  of  the  administration's  position  on  the  im- 
portant legislation  pending  with  regard  to  such  institutions. 

As  you  know,  tliere  has  been  a  great  deal  of  discussion  of  ways  and  means 
to  insure  that  a  significant  part  of  the  country's  savings  will  continue^  to  be 
available  for  investment  in  home  mortgages,  and  to  insure  stability  in  the 
interest  rate  structure  within  the  financial  community.  It  is  the  view  of  the 
administration,  and  I  am  pleased  to  note  that  it  is  yours  also,  that  the  present 
authority  of  the  Board  of  Governors  of  the  Federal  Reserve  System  and  the 
Federal  Deposit  Insurance  Corporation  to  establish  maximum  interest  rates 
which  may  be  paid  on  bank  deposits  should  be  broadened  to  enable  those  agencies 
to  establish  different  categories  of  deposits  for  interest  rate  limitations  and  should 
be  made  discretionary.  For  example,  they  should  be  permitted  to  fix  different 
limitations  for  different  size  deposits,  an  authority  that  is  now  lacking. 

The  recent  action  of  the  Federal  Reserve  Board  in  limiting  interest  rates 
payable  on  "multiple  maturity"  time  deposits  and  the  fact  it  has  recommended 
enactment  of  S.  3627  indicate's,  in  my  opinion,  a  willingness  on  its  part  to  take 
action  to  limit  undue  rate  competition.  Therefore,  I  believe  it  is  possible  to  re- 
turn to  the  original  idea  of  granting  discretionary  authority  to  the  bank  regulatory 
agencies,  rather  than  involving  Congress  in  legislating  interest  rate  ceilings. 

It  is  the  administration  view  also  that  the  Federal  Home  Loan  Bank  Board 
should  be  granted  standby  authority  to  establish  maximum  rates  of  interest 
which  may  be  paid  on  the  share  accounts  of  savings  and  loan  associations;  and 
that  provision  should  be  made  for  coordination  of  the  actions  of  the  three  agencies 
in  the  exercise  of  discretionary  powers  relating  to  interest  rates. 

In  addition  to  these  provisions,  all  of  which  are  incorporated  in  the  Federal 
Reserve  Board  bill,  8.  3627,  it  is  the  view  of  the  administration  that  (1)   the 
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Board  of  Governors  of  the  Federal  Reserve  System  should  be  authorized  to  raise 
reserve  requirements  on  time  and  savings  deposits  to  a  maximum  of  10  percent 
rather  than  the  present  6  percent;  and  (2)  the  authority  of  the  Federal  Reserve 
System  should  be  broadened  so  that  it  can  purchase  the  obligations  of  any  agency 
of  the  United  States.  This  would  enable  it  to  acquire  obligations  of  the 
Home  Loan  Bank  Board  and  the  Federal  National  Mortgage  Association, 
among  others. 

I  am  sure  that  I  can  speak  for  the  entire  Coordinating  Committee  on  Bank 
Regulations,  as  well  as  myself,  in  expressing  our  gratification  that  your  sub- 
committee will  consider  on  August  2,  1966,  the  Financial  Institutions  Super- 
visory Act  of  1966.  As  you  know,  we  believe  there  is  a  substantial  need  for  this 
legislation  and  we  are  very  hopeful  that  it  can  be  enacted  in  satisfactory  form 
at  this  session  of  the  Congress. 
Sincerely  yours, 

Henry  H.  Fowler. 

Exhibit  18. — Statement  by  Secretary  Fowler,  September  21,  1966,  before  the 
National  Industrial  Conference  Board,  New  York  City,  on  financial  and  economic 
policy 

I  am  very  pleased  indeed  to  be  with  you  upon  so  auspicious  an  occasion  as 
the  50th  anniversary  of  this  distinguished  organization  for  economic  research. 

In  my  position  as  Secretary  of  the  Treasury,  I  am  often  reminded  of  the  many 
and  profound  contributions  the  National  Industrial  Conference  Board  has  made 
to  our  understanding  of  how  a  free  economy  works — and  how  it  should  work. 
Much  that  is  embodied  in  public  policy  today  is  the  result  of  your  50  years  of 
patient  research  and  illuminating  reports. 

If  I  were  asked  to  summarize  your  work  in  a  line,  I  would  say,  and  I  think 
that  you  would  not  disagree  with  me,  that  you  have  been  engaged  in  exploring 
the  potentials  of  a  partnership  for  economic  well  being  between  the  government 
and  the  business  community  of  a  free  nation  that  wants  to  remain  free. 

I  believe  the  idea  that  a  free  people  can  collaborate  with  their  government 
to  get  the  most  out  of  their  economy  is  one  of  the  most  important — and,  nowadays 
one  of  the  fastest  spreading — political-economic  concepts  in  the  world. 

Our  public-private  partnership  has  been  of  unparalleled  benefit  to  this  country, 
and  its  people,  as  demonstrated  by  your  chart  study  made  for  this  occasion. 

I  hope  that  before  this  50th  anniversary  meeting  closes,  you  will  resolve  to 
carry  your  work  forward  at  least  another  full  50  years,  for  I  can  see  no  time  in 
the  future  when  the  contributions  to  knowledge  such  as  you  make  will  not  be 
needed  at  least  as  greatly  as  they  have  been  in  the  past. 

I  am  glad  to  note,  in  this  respect,  that  you  have  dedicated  this  meeting  to 
the  future.  I  hope  that  my  remarks,  which  deal  with  President  Johnson's  anti- 
inflation  program,  will  throw  a  sidelight  of  some  value  upon  your  theme,  "The 
Future  of  Capitalism." 

It  is  my  view — and  your  work  indicates  that  it  is  also  your  view — that  the 
future  of  capitalism  is  a  future  of  responsible  economic  behavior,  by  government, 
by  the  public,  by  labor,  by  farmers,  and,  as  the  very  existence  of  NICB  suggests, 
by  the  business  community,  great  and  small. 

The  President's  anti-inflation  program  is  nothing  more — and  nothing  less — than 
a  call  to  a  new  level  of  responsible  economic  behavior  by  all  segments  of  the 
American  economy. 

It  is  a  program  for  maintaining  and  continuing  the  unprecedented  economic 
gains  we  have  made  during  the  long  climb  over  the  past  6  years  out  of  economic 
stagnation. 

It  is  a  program  for  maintaining  and  extending  those  gains  by  preserving  the 
balance  between  our  various  demands  for  goods  and  services,  and  our  capacity 
to  satisfy  rising  demand  that  has  been  the  unique,  and  the  uniquely  beneficial, 
aspect  of  our  economic  growth  over  the  past  6  years. 

The  economy  has  now  come  under  special  strains  that  threaten  that  balance. 
These  strains  arise  largely,  although  not  exclusively,  from  two  sources :  exuberant 
capital  expansion  by  business,  and  demands  arising  from  our  defense  of  freedom 
in  Vietnam.  I  do  not  think  that  any  of  you  here  today,  faced  with  this  problem 
would  choose  to  curtail  the  defense  of  freedom  in  order  to  let  business  plant  and 
equipment  expansion  go  unchecked.  Nor  did  President  Johnson.  He  asked  the 
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Congress  to  suspend  temporarily  special  tax  incentives  to  business  investment 
during  the  next  16  months. 

Nor  did  the  President  stop  there.  He  committed  himself  to  a  strong  program 
to  reduce  lower  priority  Federal  expenditures,  including  an  estimated  cut  of 
10  percent — or  approximately  $3  billion,  depending  upon  congressional  action 
on  remaining  appropriation  bills — in  that  limited  portion  of  the  budget  under 
dii-ect  Presidential  control. 

The  President's  program  also  pointed  the  way  toward  balance  in  another 
important  aspect  of  economic  policy — the  application  of  fiscal  and  monetary 
measures  in  balance,  whether  in  seeking  stimulus  or  restraint.  In  this  connection, 
he  called  upon  the  Federal  Reserve  Board,  in  executing  its  policy  of  monetary 
restraint,  and  our  large  commercial  banks,  to  cooperate  with  the  President  and 
the  Congress  to  lower  interest  rates  and  to  ease  the  inequitable  burden  of  tight 
money. 

He  called  upon  the  whole  economy,  and  all  those  responsible  for  it,  for  restraint. 

The  President's  program  is  designed  to: 

(1)  Contribute  to  a  restraint  of  inflationary  developments  that  are  proving 
disruptive  of  the  financial  markets  and  placing  excessive  strain  on  the  capital 
goods  industries. 

(2)  Promote  a  more  sustainable  rate  of  balanced  economic  growi-h  in  the 
next  16  months  and  thereafter. 

(3)  Suspend  special  fiscal  stimulants  to  investment,  and  thereby  support 
a  policy  of  monetary  restraint  without  incurring  the  burdens  and  without 
running  the  risks  of  excessively  tight  money  and  high  interest  rates. 

(4)  Complement  other  measures  enacted  by  the  Congress  or  pending  before 
it  and  being  undertaken  through  administrative  action  to  reduce  upward 
pressures  on  interest  rates  and  minimize  the  discriminatory  impact  of  tight 
money  and  high  interest  rates  on  the  housing  sector  of  the  economy. 

The  strains  on  the  economy  at  present  show  up  in  tlu-ee  clearly  discernible  ways: 
— in  the  money  and  financial  markets,   excessive  demands  for  credit  and 
monetary  restraint  together  have  created  severe  tightness  and  a  sharp  rise 
in  interest  rates,  with  highly  selective  impact  on  several  sectors,  particu- 
larly single-family  housing; 
— in  the  market  for  capital  goods,  the  ever-mounting  flow  of  new  orders  by 
business  firms  coming  on  top  of  an  unprecedented  rate  of  outlays  for  plant 
and  equipment  is  generating  rising  prices,  rising  wage  rates  and  shortages 
of  some  skilled  labor,  and  is  augmenting  the  large  demands  for  capital 
from  banks  and  the  securities  market; 
— the   rising   rate   of   government   expenditures.    Federal,    State   and  local, 
highlighted  by  steadily  expanding  defense  and  public  works  outlays  is 
adding  steadily  to  aggregate  demand  at  a  high  rate. 
These  three  sources  of  pressure  are  interrelated  and  reinforcing.  Accelerating 
business  spending  breeds  demands  for  credit  from  banks  and  for  financing  in  the 
capital  market.  Higher  Government  spending  also  generates  credit  demands— by 
the  Government  itself,  and  by  private  firms  which  receive  Government  orders 
and  work  on  borrowed  funds  to  fill  new  contracts.  And  tight  money  itself  causes 
additional  Government  spending,  particularly  to  help  finance  areas  of  important 
economic  activity  such  as  homebuilding  from  which  the  supply  of  private  capital 
has  been  diverted. 

The  program  contained  in  the  President's  message  is  designed  to  deal  with  all 
three  pressure  points. 

This  program  is  primarily  economic  and  financial  in  its  objective  and  thrust. 
It  represents,  I  believe,  the" most  carefully  chosen  and  prudent  means,  consistent 
with  preserving  stable  economic  growth  within  the  framework  of  a  free  economy, 
to  ease  the  strain  of  the  pressures  described. 

Let  me  emphasize  that  the  President's  proposal  to  suspend  the  investment  tax 
credit  and  accelerated  depreciation  for  the  next  16  months  is  not  a  tax  reform 
proposal — it  is  temporary  in  design  and  purpose. 

Let  me  emphasize  also  that  it  is  not  a  revenue-raising  proposal  in  puri)ose  or 
objective;  anv  revenue  aspects  are  only  incidental. 

This  proposal,  and  the  entire  program  announced  September  8,  is  basically 
an  anti-inflationary  action  designed  to  relieve  the  pressures,  clearly  observable 
in  the  money  markets  and  capital  goods  sector,  which  have  produced  the  highest 
interest  rates  in  40  years,  and  a  perceptible  trend  toward  a  general  condition 
of  economic  instability. 
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Let  me  relate  the  tax  aspects  to  the  balance  of  the  President's  anti-inflation 
program: 

The  proposed  suspension  of  special  incentives  to  undertake  major  programs 
of  business  investment  should  relieve  the  credit  market  by  moderating  business 
needs  for  funds. 

The  President  directed  me  to  review  all  Federal  security  sales  and  present 
them  to  the  President  for  approval  with  the  objective  of  lessening  the  burden 
of  Federal  finance  on  the  markets.  The  President's  memorandum  to  Federal 
departments  and  agencies  of  September  9,  calling  for  careful  and  thorough 
pruning  of  Federal  lending  and  borrowing  activities,  should  reduce  aggregate 
Federal  credit  demands  on  the  private  market. 

It  has  already  been  decided  to  cancel  the  sale  of  FN  MA  participation  cer- 
tificates tentatively  scheduled  for  September,  and  to  have  no  FNMA  participa- 
tion sale  in  the  market  for  the  rest  of  1966  unless  market  conditions  improve. 
Nor  will  there  be  any  Export-Import  Bank  sale  of  participation  certificates 
in  the  market  in  the  rest  of  this  calendar  year.  Market  sales  of  Federal  agency 
securities,  meanwhile,  will  be  limited  in  the  aggregate  to  an  amount  required  to 
replace  maturing  issues,  while  new  money,  to  the  extent  genuinely  needed,  will 
be  raised  through  sales  of  agency  securities  to  Government  investment  accounts. 

Another  important  ingredient  of  the  President's  program  is  the  legislation 
passed  last  week  to  give  the  bank  regulatory  agencies  and  Federal  Home  Loan 
Bank  flexible  authority  to  halt  and  hopefully  reverse  the  harmful  process  of 
excessive  interest  rate  escalation  in  the  field  of  consumer  savings. 

The  announced  program  for  reducing  Federal  expenditures  for  fiscal  1967 
is  yet  another  related  measure  to  minimize  the  drain  of  Federal  financing  on  the 
credit  market  in  addition  to  reducing  aggregate  demand.  The  President  has 
made  clear  his  firm  determination  to  hold  down  all  lower  priority  expenditures 
by  means  of  deferrals,  stretching  out  the  pace  of  spending  and  otherwise  reducing 
contracts,  new  orders  and  commitments — a  policy  and  program  with  which  I 
have  been  actively  and  affirmatively  concerned  from  the  initial  preparation  of 
the  January  budget. 

Of  course,  any  precise  description  of  the  amount  and  nature  of  the  spending 
cuts  must  await  action  by  the  Congress  on  the  eight  major  appropriation  bills 
still  pending  before  it.  When  Congress  gives  us  the  bills,  we  will  do  the  job  of 
expenditure  control. 

Let  me  stress  that  we  have  been  exercising  a  vigorous  control  of  Federal  ex- 
penditures all  along. 

In  the  fiscal  years  1965,  1966,  and  as  proposed  by  the  President  in  1967, 
Federal  budget  expenditures — including  in  the  latter  years  large  amounts  for 
Vietnam — were  respectively,  14.8  percent,  15.0  percent,  and  14.7  percent  of 
our  gross  national  product.  With  the  exception  of  1958  and  1951,  these  are  the 
lowest  percentages  since  1942 — a  period  spanning  25  years,  five  Presidents, 
and  a  large  growth  in  the  responsibilities  of  the  Federal  Government. 

When  President  Johnson  took  office,  the  budget  under  which  he  was  operating, 
that  for  fiscal  1964,  called  for  $98.8  billion  of  expenditures.  Three  years  later, 
exclusive  of  the  costs  of  Vietnam,  his  budget  called  for  expenditures  of  $102.3 
billion — an  average  increase  of  slightly  over  $1  billion  per  year.  And  this  increase 
in  the  total  of  Federal  outlays  is  much  smaller  than  the  added  costs  over  this 
period  of  Federal  pay  raises  and  increases  in  the  public  debt  alone. 

In  each  of  the  fiscal  years  1965  and  1966,  the  Federal  deficit  was  lower  than 
the  prior  year.  The  deficit  in  the  administrative  budget  in  fiscal  1965  was  $4.8 
billion  lower  than  the  year  before,  and  $8.5  billion  below  the  1964  estimate 
prevailing  when  President  Johnson  took  office.  In  1966,  despite  the  added  ex- 
penses of  Vietnam,  amounting  to  $5.8  billion,  the  deficit  was  cut  another  $1.1 
billion  below  that  of  1965,  to  $2.3  billion.  In  fact,  on  a  national  income  and 
product  account  budget  basis,  favored  by  many  economists  as  the  true  measure 
of  the  stimulus  or  restraint  of  Federal  activities,  the  1966  budget  was  in  surplus 
$1  bUlion. 

The  President  announced  on  September  8  that  he  had  directed  Federal  agencies 
to  defer,  stretch  out,  and  otherwise  reduce  contracts,  new  orders,  and  commit- 
ments by  $1.5  billion  in  fiscal  1967.  The  total  amount  of  the  reductions  which 
will  ultimately  be  required  must  await  congressional  action  on  the  remaining 
authorization  and  appropriation  bills.  But,  as  I  indicated  earlier,  given  our  best 
estimates  of  likely  possibilities,  we  believe  a  total  of  at  least  $3  billion  below 
the  final  appropriations  figures  wiU  be  called  for.  And  we  are  prepared  to  make 
such  reductions. 
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Since  his  anti-inflation  program  was  announced  the  Pi'esident  lias  begun  imple- 
mentation of  his  promise  to  seek  further  economies  in  Government  by  issuing  to 
the  various  departments  and  agencies  a  new  six-point  economy  program.  For 
example,  he  has  ordered  a  25  percent  cut  in  Federal  overtime  pay. 

Now  I  will  turn  to  the  part  of  the  President's  anti-inflation  program  that  calls 
for  temporary  suspension  of  the  7  percent  investment  tax  credit  for  machinery 
and  equipment  and  of  the  option  to  elect  accelerated  depreciation  on  buildings, 
for  the  period  September  1,  1966,  through  December  31,  1967. 

As  everyone  here  is  probably  well  aware,  I  have  been  a  strong  exponent  of  the 
investment  credit,  having  worked  strenuously  to  secure  its  original  enactment  in 
the  Revenue  Act  of  1962,  along  with  the  administrative  liberalization  of  deprecia- 
tion. 

Our  experience  to  date  has  justified  the  faith  I  had  in  1961-62  in  the  efficacy  of 
the  investment  credit,  and  my  belief  tliat  it  should  become  a  permanent  part  of 
our  tax  structure.  Since  then  industrial  production  has  increased  three  times  as 
fast  as  in  the  previous  decade,  real  business  fixed  investment  has  increased  nearly 
four  times  as  fast,  and  our  economic  growth  generally  has  far  surpassed  its  pre- 
vious rate.  This  remarkable  achievement  is  not  due  solely  to  the  investment 
credit,  but  I  firmly  believe  the  investment  credit  has  contributed  substantially 
to  it.  Moreover,  looking  to  the  long-term  future  I  am  convinced  that  the  en- 
couragement provided  to  business  by  the  credit  to  modernize  and  expand  its  use  of 
capital  equipment  is  essential  to  maintaining  full  employment  with  stable  prices, 
and  to  keep  our  industry  competitive  with  foreign  goods.  The  President  and  his 
administration  fully  share  these  views. 

It  is  therefore,  as  I  am  sure  you  understand,  only  with  considerable  reluctance 
and  after  very  careful  study  that  we  reached  the  conclusion  that  suspension  of 
the  investment  credit  is  an  appropriate  measure  at  this  time.  I  stress  suspension — 
and  not  repeal — since  the  credit  should  be  regarded,  as  President  Johnson's 
message  indicated,  as  an  essential  and  enduring  part  of  our  tax  structure. 

Not  only  do  I  regard  the  investment  credit  as  a  permanent  structual  component 
of  our  tax  system  but  also  one  that  should  be  suspended  only  in  times  of  active 
hostilities  at  least  on  a  scale  such  as  characterizes  the  present  situation.  Even 
under  such  circumstances  I  would,  as  I  have  in  the  past  made  clear,  be  chary  of 
suspending  the  investment  credit  unless  the  combination  of  a  rapidly  expanding 
civilian  economy  and  increasing  and  special  defense  needs  made  this  course 
compelling.  I  am  opposed  to  treating  the  investment  credit  as  a  countercj^clical 
device,  to  be  suspended  and  restored  with  the  normal  ups  and  downs  in  our 
economy. 

The  present  situation  is  unique  and  was  quite  unforeseeable  when  the  credit 
was  adopted  and  stress  was  put — and  properly  so — on  its  permanent  character. 
We  then  contemplated  a  peacetime  economy  and  thoughts  of  a  country  engaged 
in  hostilities  on  the  present  scale  were  far  from  our  minds.  But  hostilities  can  cut 
ruthlessly  across  many  plans  and  procedures  designed  to  meet  problems  of  a 
country  at  peace.  We  are  deeply  committed  to  an  extensive  military  operation  in 
Southeast  Asia  which  shows  no  signs  of  early  termination.  Its  effects  on  our 
economy  are  clearly  evident.  We  are  also  confronted  with  a  monetary  situation 
of  almost  vmparalleled  tightness,  which  is  producing  distortions  in  our  economy 
and  the  highest  levels  of  interest  rates  in  more  than  40  years. 

Early  in  the  year  when  tlie  question  of  suspending  the  credit  was  raised  in 
the  Senate,  we  hoped  that  this  change  in  the  law  could  be  avoided.  In  March  the 
President  invited  to  the  White  House  more  than  100  chief  executives  of  companies 
which,  together,  are  responsible  for  making  a  large  portion  of  business  plant  and 
equipment  outlays.  At  that  dinner  the  President  made  a  strong  personal  appeal 
to  those  present  to  carefully  review  their  investment  plans  with  the  objective  of 
screening  out  and  setting  aside  for  deferral  whatever  projects  and  expenditures 
they  possibly  could.  Many  of  the  executives  did  just  that  and  wrote  letters  to 
the  President  confirming  their  plans  to  moderate  their  investment  outlays. 

Nevertheless,  the  level  of  investment  in  both  plant  and  equipment  has  remained 
too  high  under  present  circumstances  and  it  is  taking  place  despite  sharp  in- 
creases in  interest  rates  paid  by  corporate  borrowers  which  some  thought  would 
restrict  capital  expenditures.  Undoubtedly  the  increase  would  have  been  larger 
without  the  influence  of  the  President's  appeal  for  restraint.  This  made  clear 
the  need  for  temporary  suspension  of  special  investment  incentives,  accelerated 
depreciation  as  well  as  the  investment  tax  credit. 

It  would  be  dangerous  to  let  the  economy  proceed  on  its  present  course  without 
a  release  from  these  pressures  that  suspension  of  the  investment  credit  and  the 
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companion  measure,  accelerated  depreciation  on  buildings,  will  help  accomplish 
along  with  the  remainder  of  the  progi-am  set  forth  in  the  President's  message. 

The  unforeseeable  escalation  of  Vietnam  in  mid-1965  gave  a  strong  upward 
thrust  to  the  demand  on  our  resources.  In  response,  the  policy  of  the  administra- 
tion has  been  to  take  fiscal  steps  designed  to  meet  conditions  as  they  unfolded. 
This  was  exemplified  in  the  Tax  Adjustment  Act  of  1966  which  applied  the 
degree  of  restraint  that  conditions  and  prospects  at  that  time  required.  Similarly, 
we  are  now  proposing  another  appropriate  step  again  responsive  to  prevailing 
conditions.  In  view  of  the  uncertainties  with  which  we  still  are  confronted,  we 
cannot  offer  blueprints  for  future  programs.  The  only  prudent  course  is  to 
maintain  a  flexible,  step-by-step  approach  which  will  maintain  the  stable  growth 
and  prosperity  of  the  last  5}^  years,  and  in  the  President's  words,  "pay  for 
current  expenditures  out  of  current  revenues,  as  we  are  now  doing." 


Exhibit  19. — White  House  press  release,  October  16,  1966,  on  memorandum  to 
the  President  from  Secretary  Fowler,  on  the  current  status  of  the  economy 

Before  your  departure  to  Southeast  Asia  to  consider  regional  reconstruction 
and  development  in  that  area,  you  wanted  an  up-to-date  report  on  the  economic 
and  financial  situation  at  home. 

A  review  of  the  most  recent  developments  leads  me  to  conclude  that  the  U.S. 
economy  is  in  healthy  and  robust  condition.  There  are  some  imbalances,  but 
measures  designed  to  correct  them  have  been  mounted. 

The  economy  can  absorb  the  reasonably  foreseeable  demands  of  the  Vietnam 
conflict  and  essential  civilian  needs  within  the  framework  of  a  free  market  econ- 
omy— without  resort  to  the  harsh  economic  controls  that  have  characterized 
past  wars. 

As  a  former  Director  of  Defense  Mobilization  during  the  Korean  conflict  called 
in  1  j^ear  after  that  war  was  underway  to  help  administer  all  the  paraphernalia 
of  limited  mobilization,  I  am  struck  by  the  present  record.  It  is  one  of  remarkable 
achievement  in  which  both  Government  and  the  private  sector  can  take  con- 
siderable satisfaction.  This  situation  reflects  the  ability  of  our  people  to  adapt 
to  shifting  needs — to  make  effective  use  of  the  Nation's  productive  capacitj^ 
to  meet  changing  and  enlarged  requirements.  It  also  reflects  the  prudent  adapta- 
tion of  monetary  and  fiscal  policies  which  have  dampened  inflationary  forces 
and  minimized  the  inevitable  imbalances  that  characterize  a  market  economy 
operating  under  heavy  and  shifting  pressures.  One  cf  these  adjustments — in 
residential  construction — has  been  too  drastic — but  both  legislative  and  ad- 
ministrative measures  have  been  taken  recently  to  ease  this  special  problem. 

You  will  recall  that  our  recent  assessment  of  the  economj^  led  to  your  Sep- 
tember 8  recommendations,  to  supplement  our  earlier  anti-inflationary  actions. 
Congress  is  nearing  enactment  of  its  part  of  this  program.  The  impact  of  the 
total  program  has  already  been  felt,  particularly  in  relaxing  the  strain  on  our 
money  markets  and  maintaining  confidence  that  the  economy  is  moving  into 
less  turbulent  waters. 

America's  capacity  to  produce,  combined  with  the  demonstrated  determination 
of  the  administration  to  pursue  healthy  growth  and  reasonable  price  stability, 
is  continuing  to  pay  off: 

— The  $13.7  billion  rise  in  gross  national  product  during  the  third  quarter 
extended  the  period  of  solid  advances  scored  during  the  current,  record-breaking 
expansion.  But  it  also  reflected  a  welcome  moderation  from  the  feverish  rate 
of  late  1965  and  early  1966  that  produced  both  imbalance  and  excess  demand 
with  their  accompanying  price  pressures.  At  a  more  sustainable  pace  we  are 
still  surpassing  most  of  the  other  industrial  countries  not  only  in  the  total  value 
of  production  and  incomes  but  in  the  real  rate  of  growth  as  well.  Corporate 
profits  and  personal  income — both  before  and  after  taxes — continue  to  rise  ex- 
tending the  most  steady,  sustained  increase  in  modern  times.  Aftertax  household 
income  is  7  percent  higher  than  a  year  ago,  generating  a  substantial  rise  in  real 
purchasing  power. 

— Unemployment  rates  have  been  at  or  below  4  percent  every  single  month 
this  year. 

— Our  continued  increases  in  capital  facilities,  skilled  manpower  and  pro- 
ductivity have  made  it  possible  for  us  to  shoulder  the  burdens  of  Vietnam  without 
giving  up  rising  living  standards  or  measured  advances  to  our  social  goals.  Our 
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strong,  stable  rate  of  growth  should  continue  during  1967,  enabling  us  to  meet 
our  responsibilities  both  at  home  and  abroad  without  undue  strain.  _ 

— Our  recent  price  performance  shows  encouraging  signs.  The  index  of  raw 
materials  prices,  which  moves  far  in  advance  of  wholesale  and  consumer  prices, 
has  dropped  13  percent  since  March.  Wholesale  industrial  prices  have  held 
steady  since  July.  The  rise  in  wholesale  food  prices  has  been  reversed  in  recent 
weeks.  These  developments  should  be  favorably  reflected  in  consumer  prices 
in  coming  months. 

Despite  the  added  demands  of  Vietnam  with  their  psychological  unsettlement, 
price  stability  during  the  present  expaiision  is  superior  to  that  of  the  longest 
expansion  of  the  1950's,  1954-57,  when  there  was  no  conflict  or  dislocation  re- 
sulting from  war.  The  average  level  of  consumer  prices  during  that  period  rose 
excessively  but  these  jumps  would  have  been  still  higher  had  it  not  been  for 
declines  in  farm  products  and  foods.  During  the  current  expansion,  consumer 
prices  rose  less,  even  though  this  time  we  were  absorbing  increases  in  farm  and 
food  products. 

Our  record  of  price  stability  in  the  face  of  the  impact  of  active  hostilities  and 
persistently  enlarging  defense  needs  is  the  envy  of  nations  throughout  the  world. 
Indeed,  a  major  part  of  the  consumer  cost  of  living  increases  has  not  resulted 
from  inflation  in  our  industrial  economy  but  from  the  adjustment  upward  of  the 
income  of  those  who  have  worked  the  land  and  provided  services  at  income  levels 
well  below  those  in  the  industrial  sector. 

— Even  with  ever  higher  wage  incomes,  rising  productivity  has  resulted  in 
stable  labor  costs  per  unit  of  output  in  manufacturing  during  the  current  expan- 
sion, in  sharp  contrast  to  the  1954-57  period  when  these  costs  rose  strongly. 

Thus,  the  ability  of  American  industry  to  compete  in  international  markets, 
shackled  by  rising  production  costs  built  in  during  the  mid-1950's,  has  been 
set  free  during  the  1960's.  Merchandise  exports  have  grown  every  year  since 
1960  and  are  continuing  to  expand,  while  there  was  no  net  growth  at  all  between 
1957  and  1960. 

Despite  the  substantially  increased  foreign  exchange  costs  of  our  military 
expenditures  associated  with  the  enlarged  activity  in  Southeast  Asia,  we  are 
holding  our  balance  of  payments  deficit  to  the  reduced  level  of  1965  which  was 
half  the  average  of  the  preceding  years. 

Early  indications  are  that  the  balance-of-payments  results  in  the  third  quarter 
will  be  even  more  encouraging.  However,  this  is  a  sector  of  our  financial  life 
which  will  require  the  closest  continuing  attention  and  effort.  We  cannot  afford 
increased  foreign  exchange  burdens  and  must  constantly  seek  arrangements  for 
our  external  activities  that  will  minimize  cash  outflows  and  enable  us  to  regain 
the  equilibrium  that  is  basic  to  a  stable  world  monetary  system  so  dependent 
on  the  dollar. 

— The  decline  in  stock  market  averages  appears  to  reflect  more  the  conditions 
of  money  and  credit,  the  very  attractive  yields  on  debt  securities,  and  uncertain- 
ties over  the  course  of  events  in  connection  with  developments  relating  to 
Vietnam,  than  a  jjessimistic  economic  outlook  generally. 

— The  overall  level  of  interest  rates,  which  had  risen  so  sharply  this  year, 
has  recently  eased.  Longer  term  Treasury,  corporate,  and  municipal  bond  interest 
rates  have  declined  from  the  high  levels  reached  in  August. 

— Looking  ahead,  the  Nation  need  not  fear  recession  when  Vietnam  hostilities 
come  to  an  end.  It  can  look  forward  to  continuing  overall  economic  growth. 

Sources  of  increasing  demand  are  clearly  observable.  In  the  private  sector 
they  are  derivative  from  increasing  personal  income,  more  jobs,  and  rising  popu- 
lation in  the  family-forming  sector,  and  surging  plant  and  equipment  require- 
ments responsive  to  a  burgeoning  technology  that  calls  for  a  continuing  moderni- 
zation as  well  as  expansion  in  capacity.  Moreover,  a  resurgence  in  residential 
housing  should  follow  easier  monetary  policy  and  the  dip  in  housing.  The  outlook 
for  increased  State  and  local  expenditures  is  clear.  You  are  familiar  with  the 
need  to  hold  back  and  defer  worthwhile  Federal  expenditures  which  can  be 
released  after  the  termination  of  major  hostilities. 

Moreover,  tax  reductions  can  be  employed  to  ofl"set  reduced  military  expendi- 
tures and  help  keep  demand  growing  in  line  with  our  productive  capacity.  The 
percentage  of  GNP  devoted  to  Vietnam  expenditures  is  much  smaller  than  was  the 
case  during  World  War  II  and  Korea,  assuring  a  much  easier  transition  period. 
Therefore,  peace  in  Vietnam  can  lead  to  even  greater  progress  in  living  standards. 

I  am  pleased  to  report,  therefore,  that  the  national  economy  is  vigorous  and 
thriving.  But  we  must  continue  our  unceasing  vigilance  to    guard  against  any 
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development  of  imbalances.  We  must  continue  to  foster  appropriate  policies 
in  keeping  with  national  economic  requirements,  including  tax,  budgetary,  and 
monetary  policy  changes  if  excessive  inflationary  or  deflationary  tendencies 
become  evident. 

Particularly,  the  Federal  budget  on  the  national  income  and  product  accounts 
basis — our  best  measure  of  the  economic  impact  of  fiscal  policy — should  con- 
tinue— as  long  as  there  are  inflationary  threats — as  it  has  this  year,  to  remain 
in  balance  or  in  surplus. 

In  addition  to  avoiding  excessive  or  deficient  demand,  economic  stability  and 
continued  prosperity  will  require  the  earnest  efforts  of  those  responsible  for  price 
and  wage  determination  to  avoid  the  cost-push  inflation  that  can  arise  not  from 
excessive  demand,  but  from  excessive  greed  and  abuse  of  monopolistic  power. 

I  am  firmly  convinced  that  the  economy  possesses  the  capacity  and  the  health 
necessary  to  continue  rapid  and  stable  growth  under  our  free  enterprise  system 
without  resort  to  the  rigidity  of  overall  controls  which  we  have  successfully 
avoided. 


Exhibit  20. — Remarks  by  Secretary  Fowler,  November  18,  1966,  before  the  U.S. 
Savings  and  Loan  League,  New  York  City,  on  financial  and  economic  policy 

I  welcome  especially  the  opportunity  to  meet  and  talk  with  this  group,  rep- 
resenting so  great  a  portion  of  the  savings  and  loan  industry  in  our  country. 

During  the  past  year  I  have  been  in  touch  with  many  of  you  by  letter,  and 
have  met  with  a  number  of  you  in  smaller  groups,  in  a  common  effort  to  devise 
public  policies  designed  to  deal  with  the  special  problems  you  have  had  to  face 
in  recent  months. 

May  I  also  take  this  occasion  to  thank  you  for  the  assistance  and  advice  ren- 
dered to  the  Government  through  the  Advisory  Committee  on  Government 
Securities  for  the  Savings  and  Loan  Industry. 

In  view  of  the  special  problems  facing  us,  I  have  had  the  benefit  of  consultation 
with  your  representatives  not  only  at  our  regular  annual  meeting  with  this  standing 
committee,  but  on  two  other  occasions  with  ad  hoc  advisory  groups  which  your 
leaders  were  good  enough  to  organize,  to  give  us  the  benefit  of  their  knowledge 
and  assistance  at  critical  points. 

It  is  timely  to  look  back,  and  to  draw  the  lessons  from  the  recent  past,  as  we 
are  about  to  turn  towards  the  opportunities  and  the  problems  of  the  coming 
year,  and  that  is  what  I  want  to  do  here  today.  Let  us  begin,  then,  before  we 
look  ahead,  by  looking  back  at  the  past  year. 

Two  points  need  particular  emphasis,  I  think,  as  we  consider  the  months  we 
have  just  been  through. 

One  is  the  unusual  and  temporary  nature  of  the  economic  setting:  we  are 
engaged  in  active  hostilities  against  armed  aggression  which,  in  addition  to  the 
unsettling  psychological  impact  on  markets  has  involved  a  substantial  and 
steadily  increasing  allocation  of  real  and  financial  resources. 

The  other  is  the  fact  that,  whUe  the  Treasury  is  not  in  a  position  to  direct 
those  monetary  developments  that  have  been,  and  are,  your  central  interest, 
the  Treasury  has  been — and  is  continuing  to  be^intensely  interested  and  active 
in  developing  especial  means  to  minimize  the  effects  of  wartime  economic  tightening 
of  money  and  credit  which  always  falls  heavily  upon  the  mortgage  market  and 
the  housing  industry. 

After  the  most  grave  and  searching  consideration,  the  President  decided — and 
announced — in  late  July  1965,  that  the  United  States  must  expand  its  commit- 
ment to  the  cause  of  freedom  in  Vietnam. 

During  the  eight  quarters  that  preceded  that  announcement  and  the  buildup 
that  followed  upon  it,  our  economy  had  enjoyed  a  much  needed  expansion  that 
marked  the  final  passing  of  the  stagnant  type  economy  of  the  late  fifties.  That 
expansion  had  followed  a  smooth  and  steady  course,  averaging  approximately 
$11  billion  a  quarter.  In  the  20  quarters  of  1961  through  1965  there  had  been  an 
average  expansion  of  $9.7  billion  a  quarter,  and  much  had  been  accomplished. 

In  the  5  years  from  mid-1960  through  mid-1965,  our  economy  had  grown, 
in  real  terms — that  is,  in  actual  output  of  goods  and  services,  excluding  price 
rises — more  than  23  percent.  Actually,  there  had  been  little  price  rise  to  discount: 
by  the  middle  of  1965  wholesale  prices  were  only  about  2  percent  higher  than  they 
had  been  in  early  1961.  Meanwhile,  unemployment  had  been  driven  down  from 
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nearly  7  percent  to  4.5  percent  in  July  1965.  Corporate  profits,  real  personal 
income,  and  other  returns  to  the  private  sector  were  up  sharply.  Private  saving, 
by  the  way,  rose  46  percent  from  1960  through  1965,  by  contrast  with  a  rise  of 
19  percent  in  the  preceding  5  years.  Private  nonfarm  housing  starts  were  some 
250,000  units — or  20  percent — higher  in  1965  than  they  were  in  1960,  whereas 
in  the  preceding  5  years,  they  fell;  that  is,  in  1960  starts  were  some  396,000  units 
lower  than  in  1955.  That  was  a  decline  of  approximately  a  quarter. 

Following  the  President's  announcement  that  our  effort  in  Vietiiam  must 
increase,  the  expansion  of  our  economy  broke  away  from  its  smooth,  steady, 
sustainable  upward  curve.  It  climbed  sharply  to  a  rate  of  some  $16  billion  a 
quarter.  That  is  an  increase  of  close  to  half.  This  steep  climb  absorbed  a  major 
share  of  the  country's  remaining  unemployed  and  unutilized  productive  capacity. 
And,  it  brought  inflationary  conditions  to  bear  in  an  economy  that  had  been 
making  an  historic  rise  in  conditions  of  exceptional  economic  stability. 

The  situation  was  compounded  somewhat  by  a  very  rapid  spurt  in  the  private 
sector  during  the  fourth  quarter  of  1965  and  the  first  quarter  of  this  year — a 
spurt  that  could  only  partly  be  explained  by  increased  military  orders. 

In  the  meantime,  monetary  restraint  had  been  applied,  dramatized  by  an 
increase  in  the  Federal  Reserve's  discount  rate  in  early  December  1965,  that 
elevated  interest  rates  by  the  summer  of  this  year  to  their  highest  point  in  40 
years. 

The  Treasury,  as  you  are  probably  aware,  is  not  the  monetary  policymaker, 
nor  does  it  stand  at  the  focal  point  of  policy  toward  the  mortgage  market  itself. 

The  Federal  Reserve  Board  is  responsible  for  monetary  policy,  and  it  is  an 
agency  answerable  to  the  Congress  from  which  it  draws  its  powers  directly. 
The  Federal  Home  Loan  Bank  Board,  which  is  an  independent  agency,  is  prin- 
cipally responsible  for  governmental  activity  affecting  the  ability  of  the  savings 
and  loan  Industry  to  operate  in  the  mortgage  market. 

However,  President  Johnson  authorized  me  to  set  up,  under  Treasury  leader- 
ship, in  the  spring  of  1965  a  Coordinating  Committee  on  Bank  Regulation  in- 
cluding the  Federal  Home  Loan  Bank  Board,  the  Federal  Reserve  Board,  the 
Federal  Deposit  Insurance  Corporation  and  the  Comptroller  of  the  Currency. 
Since  last  December  the  Treasury  has  used  its  good  offices,  through  this  Com- 
mittee, to  encourage  these  financial  agencies  to  devise  means  to  mitigate  the 
discriminatory  effects  upon  the  mortgage  market,  and  the  housing  industry,  of 
the  economic  tightening  caused  by  war. 

The  intense  interest,  and  concern,  aroused  by  the  swift  rise  in  interest  rates 
during  the  spring  and  summer  of  this  year  have  obscured  the  extent  to  which 
there  has  been  a  shift  from  a  fiscal  policy  of  stimulation  to  one  of  restraint  since 
the  buildup  in  Southeast  Asia.  Fiscal  measures  of  restraint  have  been  affirma- 
tively used  to  complement  the  use  of  monetary  policies  in  a  combined  program 
of  restraint  on  the  inflationary  pressures  which  accompanied  the  increase  in  our 
military  activities. 

As  the  President  pointed  out  in  his  September  8  message  to  the  Congress, 
the  Government  this  year — that  is,  the  administration  and  Congress  working 
together — acted  to  protect  our  prosperity  by  taking  $10  billion  of  excess  pur- 
chasing power  out  of  the  economy  in  calendar  year  1966. 

This  included  $6  billion  through  increased  payroll  taxes  for  social  security 
and  medicare;  $1  billion  through  restored  excise  taxes;  $1  billion  through  grad- 
uated withholding  of  income  taxes;  $1  billion  through  a  speedup  in  corporate 
tax  payments;  and  $1  billion  through  an  administrative  acceleration  of  tax- 
payments. 

In  addition  a  policy  of  holding  back  nondefense  expenditures  beginning  in  the 
fiscal  year  1966  and  carrying  through  until  now  has  had  real  fiscal  bite. 

Economists  regard  as  the  best  available  measure  of  fiscal  policy  and  its  impact 
on  the  economy  the  so-called  national  income  and  product  accounts  budget. 
This  includes  the  economic  impact  of  money  paid  into  or  out  of  trust  funds — 
which  can  have  just  as  great  an  economic  impact  as  current  income  taxes  or 
spending  for  defense  or  space  programs.  It  also  nets  out  the  effect  of  accelerations 
or  decelerations  of  revenue  collections  by  counting  revenue  on  an  accrual  basis. 
It  leaves  out  of  account  Federal  lending  or  loan  repayments. 

On  this  national  income  basis,  there  was  a  surplus  of  nearly  $1  billion  for  the 
fiscal  year  1960  as  a  whole.  In  the  January-June  1966  period  alone  the  budget 
surplus  on  the  national  income  basis  ran  at  an  annual  rate  of  about  $3  billion, 
which  represented  a  sharp  shift  from  the  $1.5  billion,  in  the  last  6  months  of  1965. 
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This  is  clear  and  undeniable  evidence  that  fiscal  restraint  has  been  emDloved 

throughout  this  calendar  year.  Let  us  look  at  the  results.  employed 

-^conomr  to  re^urffn  ^.'"It  t?  "^^^^^'^  "'"  «^  P^^^^^^  P^^^^  *«  ^^^i^*  the  private 
toTth?rwVstZlifv.n/h  i'^"'^  of  more  moderate  and  sustainable  growth- 
togetner  with  stability  and  balance— is  bearing  visible  proof.  The  recent  evidence 
IS  reassuring,  and  is  a  good  sign  for  the  future  eviaence 

have^lSr$nTbiSiol^"anS  °^T9?°v,r^'^^^t^  P'^^^'^*  "^  ^^^  *^«  ^^^^'^  ^^^^^^^^ 
nave  oeen  *ii.i   buiion  and  $12.3  billion.  The  increase  in  the  current  Quarter 

appears  to  be  running  closer  to  these  rates  than  to  the  excessively  rapid  expaSn 
earlier  on.  This  is  to  say  that  there  is  every  reason  to  think  that  we  have  returned 
nnir.fn^h^^M  K^^^*  ,^^.^r^.  ^"°°^  experience  can  be  sustained  ovir  Se  W 
S^erall  demand  ^"^^^'^^^^  ^^^«  ^^°^  the  inflation  that  comes  from  excessivf 

thi^^L^S'na'nff''f  "''''  ^^^^  P"'^''  '^.u*^''  ^^'^  t^^t  ^^  ^^^e  been  able  to  accomplish 
this  coohng  off  m  our  economy  without  a  recession,  and  can  have  confidence  that 
the  economy  will  continue  to  climb  next  year  at  a  healthy  rate,  given  reasonable 
rat;^So'u\^nrt?or  ^^^'^^^  '^  ^"  concemed-Gov^emmelt,  businesranS 

i.  ^h^lJt  fw^""'  "''''''  l^  ^^'''^'  ^  ^^'''^>  ^"  «f  "s  can  take  real  pride.  This 
is  the  fact  that  we  are  able  now  to  manage  our  economic  afl^airs,  even  in  the 
presence  of  large  wartime  demands,  without  the  harsh  and  distorting  economic 
controls  that  marked  our  last  such  experience,  in  the  Korean  war  ^^o^omic 

ihis  IS  especially  notable  to  me  because  I  was  called  in,  a  year  after  the  Korean 
war  was  underway,  as  Director  of  Defense  MobilizatioA,  to  help  administer  the 
many  controls  that  were  placed  upon  the  economy  at  that  time.  Let  me  iust 
give  you  an  idea  of  what  was  in  effect:  e  just 

~facilitS"^^^°^"^  system  of  priorities   and  allocation  of   materials   and 

—wage  and  price  and  salary  controls  to  achieve  stabilization* 
— consumer  credit  controls.  ' 

Under  the  above  powers,  on  September  18,  1950,  the  Federal  Reserve  Board 
issued  regulations  restricting  installment  buying.  And,  on  October  12  the  Reserve 
±5oard  fastened  controls  on  residential  real  estate  credit 

General  wage  stabilization  and  price  ceiling  regulations  were  issued  by  the 
liiConomic  Stabilization  Agency  the  following  January  26. 

Let  me  remind  you  of  what  happened  under  these  conditions. 

During  1951  and  through  1953  the  economy  grew  16  percent  at  constant  prices. 

Meanwhile,  in  the  1  year,  from  1950  through  1951,  private  nonfarm  housing 
starts  fell  off  by  a  quarter.  They  remained  at  the  depressed  1951  level  through 

r..?^^^  happened  although  private  savings  grew  by  a  fourth,  and  although  interest 
rate  levels  rose  but  gradually. 

The  very  different  situation  today  reflects  the  ability  of  the  American  people- 
as  i  noted  in  a  memorandum  on  the  economy  to  the  President  made  public 
October  16— to  adapt  to  shifting  needs,  to  make  effective  use  of  the  Nation's 
productive  capacity  to  meet  changing  and  enlarged  requirements.  And,  as  I 
noted  in  this  same  message,  it  also  reflects  the  prudent  adaptation  of  monetary 
and  nscal  policies  which  have  dampened  inflationary  forces  and  minimized  the 
inevitable  imbalances  of  a  wartime  economy. 

Nevertheless,  and  despite  our  best  efforts,  some  serious  problems  have  emerged 
tnis  year,  there  have  been  scarcities  in  some  sectors  of  the  labor  market.  Farm 
and  tood  prices  were  under  upward  pressures.  Extraordinary  business  demands 
tor  capital  goods  have  resulted  in  some  scarcities  and  have  increased  delays  in 
capital  goods  deliveries. 

All  this,  together  with  a  high  rate  of  inventory  accumulation,  resulted  in 
tremendous  demands  upon  financial  markets  from  the  business  sector  of  the 
economy. 

These  demands,  felt  together  with  the  restrictive  policy  pursued  by  the 
federal  Reserve  Board,  and  some  slackening  in  the  rate  of  personal  savings, 
nave  combined  to  push  up  interest  rates,  as  I  have  already  mentioned,  to  the 
nighest  point  in  four  decades. 

High  interest  rates,  in  turn,  along  with  the  increased  competitive  position  of 
commercial   bank   time   deposits,    have  led  to  shifts  in   savings   patterns.    This 
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brought  on  the  adverse  effects  on  thrift  institutions,  inchiding  savings  and  loan 
associations,  that  you  have  confronted  in  recent  months.  These  shifts  have 
tended  to  divert  funds  away  from  the  mortgage  market  and  have  had  a  severe 
adverse  effect  on  the  home  building  industry. 

In  the  remainder  of  my  talk,  I  will  focus  on  the  emergence  of  this  problem, 
and  how  we  in  the  Government — in  the  executive  branch,  the  Congress,  and  the 
bank  regulatory  agencies — have  attempted  to  deal  with  it. 

Let  me  take  up  first  the  matter  of  interest  rates  and  keen  competition  for  funds. 

There  is  a  temptation  to  start  with  and  focus  solely  on  the  December  1965 
revision  of  regulation  Q  which  allowed  commercial  banks  to  pay  up  to  5%  percent 
on  time  deposits.  But  that  would  involve  an  oversimpHfication.  For  several 
years  banks  have  provided  increasing  competition  with  savings  and  loan  associa- 
tions and  mutual  savings  banks  for  the  household  savings  dollar.  Previous  re- 
visions in  regulation  Q  and  more  competitive  behavior  by  banks,  ]Drimarily 
through  the  development  and  widespread  use  of  many  kinds  of  certificates  of 
deposit,  contributed  to  the  fact  that  savings  inflows  into  savings  and  loan 
associations  declined  absolutely  in  1964  and  1965 — even  though  household 
savings  were  increasing.  However,  at  more  than  $8  billion,  the  growth  in  savings 
shares  in  1965  still  represented  a  percentage  gain  of  more  than  8  percent. 

Prior  to  the  December  1965  revision  of  regulation  Q,  banks  had  narrowed  the 
differentials  between  what  they  were  j^aying  on  time  deposits  and  what  savings 
and  loans  were  paying.  But  in  most  areas  of  the  country  rates  paid  on  savings 
shares  still  exceeded  rat(^s  available  on  bank  time  deposits. 

The  December  revision,  which  raised  the  ceiling  on  time  deposits  from  4% 
percent  to  5%  percent,  made  it  possible  for  banks  to  offer  rates  above  those 
prevailing  at  savings  and  loan  associations  and  above  the  rates  sanctioned  by  the 
Federal  Home  Loan  Bank  Board. 

Whatever  the  final  judgment  of  history  regarding  that  action  last  December, 
I  think  that  virtually  all  observers  were  surjirised  at  the  speed  with  which  time 
deposit  rates  moved  up  toward  the  new  ceiling  levels.  Some  ujnvard  rate  adjust- 
ments were  expected,  of  course.  As  early  as  December  10,  1965 — a  matter  of 
days  after  the  rise  in  the  discount  rate  and  in  the  maximum  rate  payable  on 
time  and  savings  deposits — I  moved  to  convene  the  Coordinating  Committee 
on  Bank  Regulation  to  discuss  this  new  development  in  the  competition  for 
savings.  Concern  was  expressed  at  that  meeting  not  only  about  the  upward  push 
of  interest  rates,  but  also  regarding  possibl(>  repercussions  on  the  financial  in- 
stitutions that  would  have  to  seek  higher  yielding  investments  to  cover  the  higher 
cost  of  money,  and  about  the  mortgage  maiket  which  was  vulnerable  to  a  decline 
in  the  availability  of  funds. 

Bankers  were  publicly  urged  to  exercise  caution  in  using  their  greater  margin 
of  leeway  under  regulation  Q,  and  they  were  cautioned  not  to  bid  up  the  rate 
on  savings  in  a  fruitless  race  with  other  sectors  of  the  market.  For  a  time  after 
the  December  move  it  did  appear  that  a  cautious  approach  was  being  taken. 
Relatively  few  banks  raised  their  rates  in  December  and  January  and  earlier 
concern  that  large  movements  of  savings  funds  might  occur  in  January,  once 
the  end-of-year  interest  or  dividends  had  been  credited  on  savings  accounts, 
was  not  borne  out. 

A  different  picture  began  to  develop  by  March,  however,  as  more  and  more 
banks — including  some  of  the  largest  ones  in  the  country^ — stepped  up  their 
rates  on  time  deposit  accounts  more  actively.  Of  course,  this  was  not  done  in  a 
vacuum.  Banks  were  presumably  seeking  to  assure  themselves  of  a  supply  of 
funds  to  meet  strong  loan  demands,  as  a  buoyantly  rising  economy  encountered 
a  policy  of  increased  monetary  restraint.  The  same  market  forces  were  evident  in 
the  rise  in  market  interest  rates  on  a  variety  of  obligations — including  Treasury 
and  Federal  agency  issues,  commercial  paper,  and  tax-exempt  offerings  of  State 
and  local  governments. 

With  a  new  and  aggressive  attitude  toward  competition  for  time  deposits, 
and  with  the  head  room  afforded  by  the  December  1965  revision  of  regulation  Q, 
banks  were  willing  and  able  to  compete  effectively  for  time  deposit  funds  through 
the  summer  of  1966.  As  a  result,  banks  could  finance  a  19  percent  annual  rate 
of  expansion  in  business  loans  despite  restrictive  efforts  on  the  part  of  monetary 
authorities.  Instead  of  having  to  ration  business  credit,  banks  were  able  to  shift 
a  considerable  share  of  monetary  restraint  to  the  financial  markets.  This  cori- 
tributed  considerably  to  the  rise  in  interest  rates  through  the  summer  of  this 
year.  It  also  added  to  the  burden  placed  upon  the  mortgage  market  and  the 
home  building  industry  by  restrictive  monetary  policy. 
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It  was  against  this  background  that  I  stated  to  a  meeting  of  Reserve  City 
Bankers  last  April,  after  urging  the  bankers  to  be  more  selective  in  making  loans, 
and  to  turn  down  or  scale  back  the  loan  applications  of  lesser  priority: 

"I  would  hope,  also,  that  there  wiU  be  an  accompanying  disengagement  from 
unreasoning  competition  for  time  and  savings  deposits  that  ignores  the  need 
for  caution  and  the  harm  that  kind  of  competition  can  do  to  our  banking  and 
financial  system." 

It  was  one  thing,  in  a  period  when  monetary  and  fiscal  policies  were  directed 
toward  stimulating  the  economy,  to  allow  and  indeed  encourage  banks  to  com- 
pete effectively  for  time  deposits.  This  contributed  importantly  to  financing  the 
economic  expansion.  But  in  a  period  when  policy  goals  had  shifted  to  restraint, 
the  same  policy  of  unrestricted  competition  for  financial  assets  and  savings  led 
to  some  undesired  consequences  and  excesses. 

As  rates  on  market  instruments  rose  and  as  banks  offered  higher  rates  on 
consumer  CD's,  savings  and  loan  associations  and  mutual  savings  banks  came 
under  increasing  pressure.  Particularly  heavy  outflows,  as  you  know,  were  en- 
countered in  April  and  July,  following  the  end-of-quarter  interest  and  dividend 
dates.  In  those  two  months  combined,  savings  and  loan  associations  sustained 
an  outflow  of  $2>^  billion.  These  outflows  led  to  a  sharp  curtailment  of  mortgage 
lending  by  the  thrift  institutions,  which  in  turn  dragged  down  new  housing 
starts. 

Although  housing  starts  held  up  well  through  April,  permits  had  already  begun 
to  decline  during  that  month  and  information  from  mortgage  lenders  had,  by 
March,  suggested  that  a  significant  decline  in  starts  was  on  the  way.  Starts 
during  the  summer  months  averaged,  on  a  seasonally  adjusted  basis,  30  percent 
less  than  during  1965  and  the  first  4  months  of  this  year.  This  is  about  the  same 
order  of  magnitude  of  decline  that  was  experienced  after  the  peak  housing  years 
of  1950  and  1955. 

As  1966  progressed,  the  developing  pressures  in  financial  markets  suggested 
more  and  more  clearly  the  need  for  a  policy  approach  that  would  moderate 
the  impact  of  rising  interest  rates  and  increased  rate  competition  on  thrift  in- 
stitutions, the  mortgage  market,  and  home  building  activity. 

From  the  beginning  of  the  year,  the  Federal  National  Mortgage  Association 
helped  to  cushion  the  developing  weakness  in  the  mortgage  market  through  its 
secondary  market  operations.  During  the  first  half  of  the  year  Fannie  May 
increased  its  holdings  of  FHA-insured  and  VA-guaranteed  mortgages  by  more 
than  $1.3  billion.  In  so  doing,  it  was  approaching  the  point  at  which  its  borrowing 
authority  would  be  exhausted. 

In  May,  legislation  was  introduced  in  Congress  to  expand  the  borrowing  and 
lending  authority  of  FNMA.  This  expansion  received  the  support  of  the  ad- 
ministration and  in  August  Congress  enacted  a  bill  that  enables  Fannie  May  to 
expand  its  borrowings,  and  hence  its  mortgage  holdings  by  some  $4.8  billion. 
This  has  enabled  Fannie  May  to  continue  its  mortgage  purchases  on  a  sizable 
scale  in  the  secondary  market. 

To  off'set  the  outflow  of  funds  from  savings  and  loan  associations  in  April 
the  Federal  Home  Loan  Bank  Board  substantially  increased  its  advances  to 
member  associations.  Advances  outstanding  increased  by  about  $800  miUion, 
approximately  ofi'setting  the  outflow  of  savings  shares.  This  enabled  savings 
and  loan  associations  to  maintain  at  least  some  moderate  flow  into  the  mortgage 
market  from  loan  repayments  and  also  reduced  potential  liquidity  problems 
faced  by  some  associations.  During  the  next  3  months — but  particularly  in 
July — the  Federal  home  loan  banks  raised  their  outstanding  advances  to  member 
associations  by  another  $800  million  and  stood  ready  to  make  substantially 
larger  advances  if  that  turned  out  to  be  necessary.  Had  those  substantially  larger 
advances  been  needed,  the  Treasury  was  prepared  to  back  up  the  Federal  home 
loans  banks  with  further  sums — if  necessary  going  beyond  the  $1  billion  line 
of  credit  that  the  home  loan  banks  have  with  the  Treasury.  While  the  July 
outflow  of  funds  from  savings  and  loan  associations  was  large,  it  proved  to  be 
less  than  many  had  forecast  and  no  extraordinary  financial  assistance  to  the 
home  loan  bank  system  was  necessary. 

Meanwhile  it  was  becoming  clear  that  a  more  flexible  approach  was  needed 
with  respect  to  interest  rate  regulation.  This  had  already  been  discussed  by  the 
Coordinating  Committee  of  the  financial  supervisory  agencies  as  early  as  last 
December,  but  the  absence  of  significant  savings  losses  in  the  opening  months 
of  the  new  year  had  tended  to  lessen  the  sense  of  urgency  for  a  time.  After  AprU, 
the  sense  of  urgency  returned  with  full  force. 
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It  was  for  this  reason  that  in  May,  and  thereafter,  I  took  the  firm  position 
that  the  reguhxtory  authorities  needed  additional  legislation,  to  be  followed  by 
adequate  action,  to  maintain  the  competition  for  savings  on  a  sound  basis,  and 
avoid  the  excesses  of  unrestrained  competition. 

After  a  number  of  days  of  congressional  committee  hearings,  after  some  further 
escalation  of  interest  rates — particularly  in  late  June  and  July,  and  after  certain 
limited  actions  by  the  regulatory  agencies  within  the  powers  then  at  their  disposal, 
a  more  general  feeling  had  developed  throughout  the  financial  community  and 
the  Government  that  additional  administrative  flexibility  was  needed. 

In  this  setting,  the  various  proposals  that  had  been  under  review  by  the  Co- 
ordinating Committee  provided  a  background  for  bringing  much  closer  together 
the  views  of  the  various  financial  stipervisory  agencies.  And  with  that  degi'ee  of 
unanimity  working  for  it,  it  was  not  long  before  an  effective  piece  of  legislation 
was  passed  and  signed.  The  principal  provisions  of  H.R.  14026,  which  was  signed 
by  the  President  on  September  21,  gave  the  Federal  Reserve  Board  and  the 
FDIC  temporary  authority  to  set  different  maximum  rates  on  time  deposits  ac- 
cording to  their  size  and  other  criteria,  and  it  gave  the  Federal  Home  Loan  Bank 
Board  temporary  authority  to  set  interest  ceilings  on  savings  shares  of  insured 
savings  and  loan  associations. 

The  same  day  the  new  legislation  was  signed,  new  rate  ceilings  were  announced 
by  the  Federal  Reserve,  the  FDIC,  and  Federal  Home  Loan  Bank  Board.  These 
ceilings,  which  were  developed  with  full  coordination  among  the  three  agencies, 
had  the  effect  of  forcing  the  more  aggressive  commercial  banks  to  lower  their 
rates  on  consumer  CD's  to  5  percent  while  requiring  practically  no  rollback  of 
rates  paid  by  savings  and  loan  associations  and  mutual  savings  banks. 

Less  than  2  months  has  elapsed  since  the  enactment  and  implementation  of 
this  legislation,  but  the  initial  experience  suggests  that  on  the  whole  it  is  working 
well  and  is  serving  to  relieve  excessive  pressures  on  thrift  institutions.  I  say  this 
in  full  awareness  that  significant  competitive  problems  do  remain  in  some  areas, 
but  I  believe  the  overall  effect  has  been  quite  favorable.  Early  reports  indicate 
that  savings  and  loan  associations  in  the  aggregate  suffered  no  outflow  in  Octo- 
ber— a  much  better  result  than  anyone  would  have  dared  to  predict  in  advance. 

Enactment  of  H.R.  14026  and  the  implementation  of  its  rate  ceiling  provisions 
has  required  considerable  cooperation  among  the  regulatory  agencies.  Our  recent 
experience  strongly  testifies  to  the  importance  and  desirability  of  such  coopera- 
tion which,  hopefully,  will  be  maintained  in  the  future.  As  we  move  through  the 
period  covered  by  the  September  legislation  we  will  all  want  to  consider  carefully 
whether  reason  remains  for  retaining  flexible  authority  of  this  kind  before  it 
expires  next  September. 

The  interest  rate  legislation  was,  of  course,  but  one  part  of  the  response  that 
has  been  developed  to  relieve  financial  market  congestion.  On  September  8  the 
President  annovmced  a  progi-am  designed  to  ease  developing  inflationary  pres- 
sures and  imbalances  within  the  economy  and  at  the  same  time  ease  existing 
pressures  in  financial  markets.  In  addition  to  the  interest  rate  legislation  I  have 
already  described,  that  program  included  the  temporary  suspension  of  the  in- 
vestment tax  credit  on  new  equipment  purchases  and  of  the  use  of  accelerated 
depreciation  on  new  buildings  and  structures.  The  President  also  indicated  that 
he  would  defer  and  reduce  Federal  expenditures  in  lower  priority  Federal  pro- 
grams. Congress  responded  quickly  and  favorably  by  enacting  the  administration's 
tax  proposals. 

The  President  also  directed  in  September  that  the  Treasury  review  all  potential 
Federal  agency  financings  to  keep  them  at  a  mininuim  and  thereby  help  reduce 
pressures  on  the  money  market  and  on  interest  rates.  In  recent  months  there  has 
been  a  tight  rein  on  Federal  agency  financings.  The  September  sale  of  participation 
certificates  in  Federal  lending  programs  was  canceled,  and  the  Treasury  stated 
that  a  further  sale  of  these  certificates  would  be  made  in  the  market  in  1966 
only  if  the  market  returned  to  more  normal  conditions. 

The  President's  progi-am  has,  in  fact,  brought  about  a  somewhat  better  atmos- 
phere in  financial  markets.  Interest  rates  have  declined  from  the  August-September 
highs;  the  Treasury  was  able  to  conduct  a  highly  successful  refunding  of  its 
November  15  maturities;  and  the  deep  apprehension  about  financial  conditions 
that  existed  in  August  seems  to  have  largely  disappeared. 

This  is  a  time  of  year  when  it  is  useful  to  look  ahead,  as  well  as  back,  and  I 
know  that  the  jjrospccts  for  1967  and  beyond  are  very  much  a  matter  of  concern 
to  you,  as  they  are  to  us  in  the  Government. 
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I  wish  that  I  could  lay  out  a  neat  blueprint  for  you  that  would  resolve  all  the 
questions  and  uncertmnties  that  now  face  us,  but  Iknow  vou  do  not  expecr  hat 
and  I  know  that  I  cannot  deliver  it.  On  the  positive  and  hopeful  side  we  are 
beginnuig  to  see  signs  that  the  business  sector  will  not  swallow  up  funds  !at  the 
pace  witnessed  earlier  this  year.  Part  of  this  is  traceable  to  th^recent  impact 
of  monetary  restraint  on  bank  lending  to  business.  Partly,  it  reflects  some  Abate- 
ment m  the  excessive  business  demand  for  investment'^'spending,  an?  in  turn 
'%\  wu  '!"  "^"".^  '^^S^^*'  *°  ^1^«  temporary  suspension  of  the  investment  tax 
credit.  Whatever  the  reason,  if  there  is  a  lesser  taking  of  money  byTusines^ 
borrowers  then  m  due  course  more  should  become  available  for  the  mortgage 
market  and  the  hnancial  institutions  that  are  the  mainstay  of  that  market  ^ 
In  the  months  ahead  we  should  see  the  beneficial  effects  of  the  measures  taken 
to  strengthen  financ^I  markets  and  assist  the  mortgage  market  directly.  In 
stopping  the  hemorrhage  of  savings  funds  from  the  thrift  institutions  that  oc- 
curred earlier  this  year  an  important  part  of  the  cure  has  begun.  As  the  flow  of 
funds  into  savings  and  loan  associations  and  mutual  savings  banks  improves— and 
signs  of  this  are  beginning  to  appear— these  funds  should  find  their  way  into 
the  mortgage  market.  ^ 

In  short  there  need  be  no  question  about  the  concern  of  the  Government 
for  the  condition  of  one  of  the  Nation's  major  industries— housing,  and  one  of 
Its  major  groups  of  financial  institutions— the  savings  and  loan  associations 
I  hat  IS  now  a  demonstrated  concern  and  I  can  assure  you  that  it  is  a  continuing 
concern.  Let  me  interject  here  just  a  few  words  about  the  current  state  of  our 
planning  for  a  new  savings  instrument  to  accompany  the  regular  Treasury  savings 
bond  program  m  196/.  I  can  understand  that  this  is  a  topic  of  particular  interest 
to  you,  and  while  I  cannot  at  this  time  lay  out  specific  details  of  what  we  will 
otter  I  can  be  most  emphatic  about  certain  of  our  objectives 

Our  program  will  be  aimed— and  will  be  aimed  successfully,  I  believe— at 
achieving  additional  savings  and  not  at  diverting  savings  awav  from  existine 
accumulations  or  existing  channels  of  flow.  We  are  thinking  not  in  terms  of  a 
permanent  change  in  what  is  offered  to  the  saver  but  of  a  temporary  supplement 
to  our  savings  bond  program  in  this  current  period. 

Experience  over  the  years  suggests  that  the  savings  industry  as  a  whole  has 
a  good  deal  to  gain  from  the  cultivation  of  regular  savings  habits  among  new 
savers— and  that  is  a  group  that  we  are  particularly  anxious  to  reach  By  di- 
recting our  efforts  mainly  at  payroll  savings,  and  aiming  at  signing  up  new  savers- 
many  of  whom  now  have  no  savings  program  at  all— I  believe  that  our  efforts 
will  be  entirely  consistent  with  the  long  term  interest  of  the  savings  industry 

I  here  remains  at  this  time  a  question  to  be  answered  about  the  overall  economic 
trend  in  the  year  ahead.  This  depends  significantly  on  the  prospects  for  defense 
and  other  Government  outlays  in  the  coming  months. 
But  there  is  no  question  about  the  goals  for  fiscal  policy  in  1967.  They  are, 

First,  we  must  maintain  the  growth  of  real  GNP  in  line  with  the  growth  of 
our  capacity  to  jjroduce- which  means  a  real  annual  rate  of  al)out  4  percent 

becond,  we  must  do  all  we  can  to  slow  down  the  rate  of  price  increase  and 
return  to  price  stability  as  rapidly  as  possible. 

,T^^^,4'  "^^  "^"^^  *io  all  we  can  to  relieve  the  current  distortions  in  our  economy — 
which  he  principally  in  the  capital  goods,  housing,  and  financial  sectors. 

Although  specific  measures  can  help  achieve  these  results,  the  most  fruitful 
approach  would  seem  to  be  to  shift  the  mix  of  policy  so  as  to  permit  some  easine 
of  monetary  policy. 

The  need  for  balance  in  the  economy  is  of  course  a  concern  that  stretches 
out  over  a  longer  time  span  than  just  the  next  year  or  two.  Taking  that  per- 
spective I  am  much  impressed  with  the  size  and  variety  of  investment  needs — 
and  opportunities — that  lie  ahead.  In  the  housing  area  alone  the  scope  is  enor- 
mous. Adding  to  this  the  needs  in  the  areas  of  industry,  education,  health,  trans- 
portation, and  recreation,  the  prospects  are  virtually  boundless.  All  of  this  sug- 
gests to  me  that  in  order  to  meet  its  long-term  investment  challenge  our  society 
must  also  develop  its  techniques  for  channeling  savings  in  the  most  efficient 
manner  possible.  In  this  effort  all  expect  the  savings  and  loan  industry  to  play 
a  vital  and  leading  role. 
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Exhibit   21. — Statement   by   Secretary   Fowler,    February   6,    1967,   before   the 
Joint  Economic  Committee,  on  economic  and  financial  policies  and  programs 

We  meet  after  a  year  of  bumpy  but  successful  economic  transition.  During  this 
time,  our  fully  employed  economy  has  adjusted  to  the  requirements  of  a  rapidly 
expanding  defense  effort.  From  all  present  indications,  the  most  difficult  part  of 
that  adjustment  now  lies  behind  us. 

In  the  past  18  months,  the  economy  has  absorbed  a  $15  billion  increase  in 
national  defense  expenditures  without  resort  to  wartime  controls,  without  dis- 
ruption of  the  economy's  overall  advance,  and  with  smaller  price  rises  than  in 
earlier  comparable  periods.  Last  year's  successful  transition  was  aided  by  a  sig- 
nificant shift  in  economic  policy  from  stimulus  in  the  last  quarter  of  1965  to 
measured  restraint  through  most  of  1966.  The  shift  in  policy  was  instrumental  in 
relieving  the  economy  of  growing  price  pressures  induced  by  the  heavy  demand 
of  the  defense  buildup.  Nevertheless,  some  strains  and  imbalances  emerged 
during  the  year,  and  these  will  require  our  continuing  attention. 
Economic  achievements  were  impressive  last  year: 

—Industrial  production  rose  9  percent; 

— Net  income  per  farm  rose  more  than  10  percent; 

— 2  million  more  workers  found  employment; 

— Unemployment  averaged  below  4  percent; 

— Corporate  profits  climbed  8  percent. 
And  internationally: 

— Our  gold  loss  was  cut  more  than  50  percent;  the  loss  was  due  to  purchases 
by  France — except  for  French  purchases  we  would  have  added  nearly  $200  million 
of  gold  to  our  stocks. 

— On  an  "official  settlements"  basis  our  international  accounts  recorded  a 
small  surplus  for  the  first  time  since  records  were  kept  on  this  standard  in  1960, 
and  the  deficit  on  a  liquidity  basis  was  up  only  slightly  despite  the  increased  drains 
directly  due  to  Vietnam. 

But  there  were  problems,  too.  On  the  domestic  side,  prices  rose  more  than  usual, 
money  markets  became  extremely  tight,  interest  rates  rose  to  excessive  heights, 
and  the  accustomed  flow  of  mortgage  money  fell  off  sharply.  A  severe  adjustment 
was  imposed  on  the  housing  industry,  only  now  in  process  of  recovery.  On  the 
international  side,  our  trade  surplus  slipped  as  a  rapid  expansion  in  some  sectors 
of  the  economy  pressed  hard  on  our  capacity  to  produce. 

In  the  last  quarter  of  1966,  it  became  clear  that  many  of  the  heavy  pressures 
on  the  economy  had  abated.  Although  unemployment  remained  low,  sales  and 
production  increases  slowed,  larger  inventory  increases  occurred,  and  surveys 
indicated  a  slower  growth  of  investment.  This  made  possible  a  welcome  easing  of 
monetary  conditions  and  our  position  of  fiscal  restraint  moved  to  a  measured 
stimulus. 

With  different  conditions  facing  us  this  year,  we  aim  at  a  different  mix  of  mone- 
tary and  fiscal  policies  designed  to  keep  the  economy  moving  ahead  steadily  and 
safely.  As  noted,  a  monetary  easing  began  in  late  1966.  The  President's  fiscal 
program  will  complement  monetary  easing  by  maintaining  stimulus  in  the  first 
half  of  1967.  Later  this  year,  when  less  stimulus  is  expected  to  be  appropriate,  the 
fiscal  program  is  expected  to  encourage  a  continued  monetary  easing  by  moving 
toward  modest  fiscal  restraint.  This  can  be  done  by  avoiding  tax  increases  now, 
but  financing  through  tax  revenues  the  additional  expenditure  of  our  defense 
effort  in  fiscal  1968.  Working  in  tandem,  monetary  and  fiscal  policy  can  continue 
to  foster  the  healthy  financial  environment  within  which  our  economy  has  flour- 
ished during  the  past  half  dozen  years. 

Economic  developments  in  1966 

With  the  President's  Economic  Report  before  you,  there  is  no  need  to  review 
the  broad  sweep  of  economic  developments  during  1966  in  any  detail.  However, 
I  would  like  to  comment  on  major  accomplishments — and  unsolved  problems. 

In  the  sixth  year  of  the  current  expansion,  our  gross  national  product  increased 
a  shade  more  than  8%  percent  in  money  terms  and  by  about  5li  percent  after 
allowance  for  rising  prices.  The  enormous  productive  power  of  the  economy  was 
bolstered  by  a  record  increase  in  industrial  capacity,  reflecting,  in  large  part,  the 
successful  use  in  past  years  of  investment  incentives. 

This  added  capacity  helped  meet  the  strong  rise  in  defense  and  civilian  pro- 
duction in  1966.  Despite  the  emergence  of  the  selective  pressures  that  required 
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by  late  summer  the  temporary  suspension  of  the  investment  tax  credit  and  ac- 
celerated depreciation,  higher  production  was  achieved  with  only  about  a  2  percent 
rise  in  the  industrial  component  of  the  wholesale  price  index.  Let  me  note,  in 
contrast,  that  industrial  prices  rose  more  than  10  percent  between  1950  and  1951 
under  the  pressure  of  the  Korean  buildup,  and  by  more  than  last  year's  2  percent 
in  both  1956  and  1957,  when  no  comparable  defense  buildup  took  place. 

We  can  take  satisfaction  from  the  fact  that  unemployment  averaged  only  3.9 
percent  last  year.  There  can,  however,  be  no  complacency  about  the  unemploy- 
ment problem  while  much  higher  rates  persist  for  teenagers,  minority  groups, 
and  the  disadvantaged.  Significant  reduction  of  these  higher  rates  is  unquestion- 
ably a  matter  of  high  national  priority.  But  further  reductions  in  unemployment 
must  increasingly  depend  upon  our  intensified  efforts  to  improve  training  and 
educational  facilities,  upgrade  skills,  and  remove  remaining  discriminatory 
barriers  to  job  opportunities. 

The  economy  cannot  continue  to  grow  as  rapidly  now  as  it  did  earlier  in  the 
expansion  when  there  were  relatively  large  amounts  of  unutilized  industrial 
capacity  and  unemployed  labor  upon  which  to  draw.  Were  we  to  permit  or  en- 
courage total  spending  in  the  economy  to  rise  as  rapidly  as  it  did  last  year,  the 
result  could  only  be  sharply  rising  prices,  vuidue  strain  on  the  balance  of  payments, 
and  likely  an  eventual  recession  with  a  retreat  to  much  higher  rates  of 
unemployment. 

With  the  combined  impact  of  sharply  higher  defense  requirements,  and  the 
business  plant  and  equipment  boom,  the  economy  did  begin  to  pick  up  too  much 
speed  in  late  1965  and  early  1966.  The  need  this  posed  for  a  shift  away  from  fiscal 
stimulus  was  fully  recognized  last  year  when  I  appeared  before  your  committee, 
and  in  the  economic  program  we  placed  before  the  Congress  at  the  outset  of  the 
year.  A  program  of  fiscal  restraint,  additional  to  the  January  1966  increase  of 
$6  billion  in  payroll  taxes,  was  contained  in  President  Johnson's  budgetary  recom- 
mendations of  a  year  ago.  Prompt  congressional  action  on  the  Tax  Adjustment  Act 
of  1966  enabled  fiscal  policy  to  move  to  a  more  restraining  position  early  in  the 
year. 

Monetary  restraint — signaled  by  the  December  1965  discount  rate  increase  by 
the  Federal  Reserve— was  applied  with  increasing  effect  as  the  year  proceeded. 
By  late  summer,  strong  credit  demands  and  monetary  restraint  had  led  to  an 
intensification  and  concentration  of  pressures  which  called  at  one  and  the 
same  time  for  further  fiscal  action  to  restrain  certain  areas  of  excessive  demand — 
notably  in  the  business  borrowing  sector — and  also  for  action  to  relieve  the  exces- 
sive burden  of  monetary  restraint  that  was  threatening  the  very  functioning  of 
our  financial  markets.  President  Johnson's  anti-inflationary  program  of  Septern- 
ber  8  and  responsive  action  by  the  Congress  led  to  a  dramatic  improvement  in 
financial  markets  and  a  lessening  of  inflationary  strains. 

This  fiscal  restraint — its  nature,  timing,  and  amount — was  measured  with  care 
against  the  most  realistic  and  updated  picture  of  the  Nation's  economic  condition 
that  we  could  obtain.  Our  problem  during  most  of  last  year  was  not  primarily  one 
of  overall  excess  demand  or  insufficient  total  restraint.  This  is  illustrated  by  the 
much  slower  advance  in  gross  national  product  beginning  by  the  second  quarter 
of  1966,  and  by  the  flat  trend  in  overall  unemployment  and  industrial  utilization 
rates  during  the  same  period.  Rather  the  problems  were  those  of  selective  im- 
balance and  the  financial  strains  that  can  develop  with  a  sharply  increasing  degree 
of  monetary  restraint. 

Some  intensification  of  price  pressures — aggravated  by  a  rise  in  food  prices  due 
primarily  to  special  and  largely  temporary  agi'icultural  difficulties — could  not  be 
avoided  under  the  circumstances.  But  by  yearend,  the  price  situation  was  much 
improved.  Wholesale  prices  had  fallen  back  from  their  August  peak,  and  the  rise 
in  consumer  prices  was  slowing.  The  year-to-year  increase  in  the  consumer  price 
index  was  a  little  less  than  3  percent,  certainly  more  than  we  \\ashed  to  see — but 
far  less  than  the  8.0  percent  between  1950  and  1951  during  early  stages  of  the 
Korean  defense  buildup,  and  even  less  than  the  S^i  percent  between  the  peace- 
time years  1956  and  1957. 

Flexibility  in  fiscal  policies 

In  summarizing  last  year's  fiscal  action  and  that  planned  for  the  year  to  come, 
it  is  convenient  to  focus  on  the  Federal  sector  in  the  national  income  accounts. 
This  is  the  best  single  measure  of  Federal  fiscal  stimulus  or  restraint.  Over  time, 
it  tracks  the  changing  course  of  the  Federal  Government's  fiscal  impact,  which 
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both  influences,  and  is  influenced  by,  the  pace  of  ])rivate  spending  and  taxable 
income.  As  j'ou  know,  the  administrative  and  cash  budget  positions,  while  im- 
portant from  other  standpoints,  do  not  provide  as  meaningful  information  on 
the  Federal  fiscal  impact  in  terms  of  current  spending  on  the  output  of  the 
economy. 

A  j^ear  ago  when  I  appeared  before  your  committee,  I  emphasized  that  there 
was  a  clear  need  for  a  shift  away  from  the  stimulative  fiscal  jiolicies  of  earlier 
years.  That  shift  took  place  as  planned  and  is  mirrorod  in  the  swing  from  stimulus 
in  the  second  half  of  1965  to  a  restraining  posture  through  the  first  half  of  1966. 

Last  fall,  with  further  selective  fiscal  action  being  taken  in  reduction  of  non- 
defense  spending  and  suspension  of  the  investment  tax  credit,  the  need  for  overall 
restraint  had  clearly  lessened.  Monetary  policy  was  beginning  a  shift  in  the 
direction  of  ease.  And,  by  that  time,  the  national  income  budget  had  arrived  at 
a  mildly  stimulating  position  that  was  also  appropriate  to  the  general  economic 
situation. 

Thus  the  general  contours  of  fiscal  stimulus  and  restraint  over  the  past  year 
coincided  closely  with  the  requirements  of  the  economy.  Restraint  was  needed 
early  in  the  year,  and  it  was  there.  As  the  need  decreased,  so  did  the  restraint. 
I  will  not  argue  that  fiscal  perfection  was  attained  in  1966.  But  I  do  contend  that 
the  overall  pattern  of  fiscal  action  was  prudent  and  responsible  in  view  of  the 
manifold  uncertainties  that  were  present  throughout  much  of  the  year. 

The  President's  fiscal  program  for  this  calendar  year  has  been  carefully  framed 
to  provide  maximum  flexibilit.y.  It  will  continue  to  be  important  to  apply  restraint 
and  stimulus  cautiously  and  at  the  proper  time.  During  the  first  half  of  this 
calendar  year,  we  expect  to  see  some  adjustments  taking  place  within  the  context 
of  a  generally  rising  and  prosperous  private  economy.  IJefense  expenditures  will 
still  be  moving  up,  and  a  moderate  advance  should  be  taking  place  in  other 
components  of  demand.  But  some  moderation  in  the  rate  of  growth  in  inventories, 
in  line  with  recent  sales  trends,  may  well  occur  in  certain  industries.  During  this 
same  period,  the  housing  industry  should  be  gaining  momentum  but  will  not  have 
reached  full  speed. 

All  told,  during  this  first  half  of  the  year,  we  are  likely  to  need  to  complement 
a  continuation  of  monetary  ease  with  a  moderate  degree  of  fiscal  support  while 
some  sectors  of  the  economy  are  shifting  gears.  And  that  is  what  fiscal  policy  is 
designed  to  provide. 

By  the  second  half  of  1967,  the  economy  is  expected  to  pick  up  added  steam  and 
be  in  much  less  need  of  a  fiscal  push.  An  easing  of  monetary  policy  should  lead  to 
a  significant  revival  in  housing.  Assuming  favorable  congressional  action,  personal 
incomes  will  be  augmented  at  midyear  by  a  rising  stream  of  social  security  benefits, 
with  higher  payroll  taxes  to  follow  in  1968.  And  on  current  estimates.  Federal 
expenditures  for  Vietnam  and  other  defense  outlays,  as  measured  in  the  national 
income  accounts,  will  rise  by  another  $5.8  billion  during  the  fiscal  year  that  begins 
this  July. 

The  President  has  recommended  a  6  percent  surcharge  on  both  corporate  and 
individual  income  taxes  to  be  effective  at  midyear  and  to  last  for  2  years  or  for 
so  long  as  the  unusual  expenditures  associated  with  our  efforts  in  Vietnam  continue. 
An  exemption  is  provided  for  low-income  taxpayers.  The  revenue  effect  of  the  sur- 
charge would  increase  calendar  year  1967  tax  liabilities  by  $2.8  billion — ^$1.9  indi- 
vidual and  $0.9  corporate.  In  calendar  year  1968,  tax  liabilities  would  be  increased 
by  $5.8  billion — $3.9  individual  and  $1.9  corporate.  In  addition,  legislation  will  be 
recommended  to  provide  a  further  acceleration  of  certain  corporate  tax  payments 
commencing  in  calendar  1968. 

Assuming  favorable  action  on  the  President's  program,  the  national  income 
budget  would  move  into  a  smaller  deficit  position  during  the  last  half  of  this 
calendar  year  than  otherwise  would  be  the  case.  And,  on  current  projections,  the 
budget  would  exert  an  essentially  neutral  influence  in  early  1968,  reaching  balance, 
and  possibly  a  surplus,  by  mid- 1968. 

As  we  learned  from  1966  experience,  projections  cannot  always  hit  the  mark.  The 
prudent  course  is  to  maintain  a  maximum  degree  of  flexibility  in  order  to  meet 
unforeseen  developments.  But,  our  best  judgment  now  is  that  the  moderate  tax 
increase  the  President  has  proposed  will  be  consistent  with  the  needs  of  the  econ- 
omy in  order  to  prevent  any  resurgence  of  inflationary  pressures.  Furthermore, 
that  increase  would  meet  the  fiscal  1968  increase  in  defense  costs,  keep  our  cash 
and  administrative  deficits  within  reasonable  bounds,  and  provide  extra  leeway 
for  a  continued  easing  of  money  and  credit,  giving  some  insurance  against  a 
return  .o  the  monetary  stringency  of  1966. 
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By  late  summer,  interest  rates  had  reached  their  highest  levels  in  four  decades. 
With  the  announcement  of  the  President's  September  8  anti-inflationary  program 
and  the  benefit  of  subsequent  steps  taken  by  the  Congress  and  the  financial 
regulatory  agencies,  a  concerted  easing  of  interest  rates  was  set  in  motion.  Since 
early  October,  there  has  also  been  a  rise  in  average  stock  market  prices. 

From  early  December  1965 — just  before  the  discount  rate  rise — to  the  August- 
September  peaks  of  last  year,  3-month  Treasury  bills  rose  by  nearly  l}i  percentage 
points,  and  long-term  issues  also  rose  substantially.  New  issues  of  AA-rated 
corporate  bonds  rose  about  1}^  percentage  points  reaching  almost  6%  percent. 
The  commercial  bank  prime  lending  rate  also  rose  iH  percent.  Yields  on  new 
municipal  bonds  advanced  about  three-fourths  percent.  Rates  on  conventional 
new  home  mortgages  as  reported  by  FHA  also  rose  about  three-fourths  percent, 
and  the  availability  of  funds  to  the  mortgage  market  was  drastically  reduced. 

Not  quite  6  months  later,  rates  have  fallen  back  impressively.  Three-month 
Treasury  bills  are  lower  by  about  1  percent  and  long-term  Treasury  rates  have 
returned  to  the  level  which  prevailed  before  the  discount  rate  rise.  I  am  pleased 
to  report  that  on  our  current  successful  $7.5  bUlion  refunding  the  rates  are  the 
lowest  offered  in  a  Treasury  refunding  since  November  1965. 

Financial  policies  and  debt  management 

Financial  markets  through  the  first  two-thirds  of  last  year  were  marked  by 
extraordinarily  heavy  credit  demands  pushing  against  increasing  monetary  re- 
straint. Interest  rates  rushed  higher  and  at  times  the  orderly  functioning  of  the 
financial  markets  was  threatened — especially  in  the  late  summer  period.  The 
avoidance  of  severe  disruption  testifies  to  the  great  strength  and  resiliency  of 
our  financial  system — but  the  test  was  not  one  that  bears  repetition. 

The  heavy  credit  demands  of  1966  came  mainly  from  the  private  sector.  Business 
borrowing,  especially,  made  huge  claims  on  the  capital  markets.  Net  debt  and 
equity  issues  of  corporations  came  to  an  estimated  $12}^  billion,  while  business 
borrowing  from  banks  rose  $10  billion.  State  and  local  government  debt  rose  $7 
billion,  and  mortgage  debt  by  $25  billion  (but  this  was  $5}^  billion  less  than  in 
1965).  Federal  credit  demands  on  the  private  sector  (netting  out  purchases  by  the 
Government  investment  accounts  and  the  Federal  Reserve)  came  to  just  $3 
billion,  as  a  $2  billion  decline  in  Treasury  issues  in  the  hands  of  the  public  partly 
offset  the  $5  billion  increase  in  Federal  agency  debt  and  participation  certificates. 

Federal  agency  securities  and  participation  certificates  are  also  finding  the 
markets  much  more  receptive  than  a  few  months  ago.  Corporate  and  municipal 
yields  have  moved  down  substantially  from  earlier  peaks,  and  the  average  cost 
of  new  State  and  local  borrowing  is  below  the  levels  of  December  1965.  Bank 
lending  rates  have  begun  to  recede.  Rate  declines  have  been  somewhat  slower  to 
come  in  the  mortgage  area,  but  there  are  signs  that  they  are  on  their  way,  and  there 
is  welcome  evidence  of  improvement  in  the  flow  of  funds  to  the  mortgage  market. 

Special  measures  were  needed — and  were  taken — last  year  to  cope  with  an 
abrupt  hiatus  in  the  normal  flow  of  funds  to  thrift  institutions  and  the  mortgage 
market.  Aggressive  competition  among  financial  institutions  for  time  deposits 
contributed  to  an  overall  escalation  of  interest  rates,  and  shunted  funds  away  from 
the  mortgage  market.  The  Coordinating  Committee  on  Bank  Regulation — which 
President  Johnson  directed  me  to  set  up  in  the  spring  of  1965 — provided  a  useful 
forum  within  which  the  regulatory  authorities  were  able  to  hammer  out  an  effective 
program  to  deescalate  savings  rates  from  their  highest  levels  and  mitigate  adverse 
effects  on  the  mortgage  market. 

A  key  element  in  that  program  was  the  legislation  providing  the  regulatory 
agencies  with  temporary  authority — which  was  immediately  exercised — to  set 
maximum  rates  on  time  and  savings  accounts.  In  addition,  important  offsets  to 
the  reduced  flow  of  money  into  mortgage  markets  were  achieved  through  expanded 
Federal  Home  Loan  Bank  and  Federal  National  Mortgage  Association  opera- 
tions— in  the  latter  case  with  the  help  of  congressional  action  to  expand  FNMA's 
borrowing  capacity. 

As  1966  progressed,  increasingly  close  coordination  was  achieved  in  the  financial 
area.  It  should  serve  us  well  in  the  future.  Last  year's  experience  does  emphasize 
the  need  to  consider  carefully  how  in  the  future  the  mortgage  market  might  be 
spared  the  burden  of  excessive  restriction  in  the  wake  of  monetary  tightening. 
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The  transition  back  to  cost-price  stability 

One  consequence  of  the  pace  of  expansion  in  1966  was  the  extra  pressure  on 
costs  and  prices.  The  result  was  an  unwelcome  lapse  from  the  remarkable  record  of 
stability  that  has  prevailed  throughout  most  of  the  current  expansion.  Against 
the  standards  of  previous  defense  buildups  or  the  investment  boom  of  the  mid- 
1950's,  last  year's  performance  was  remarkably  good.  But,  the  upward  drift  in 
our  price  indexes  since  mid-1965  is  cause  for  concern.  We  have  acted,  and  will 
continue  to  act,  to  avoid  price  increases  that  would  endanger  an  enviable  record 
of  stable  economic  growth  and  progress  toward  balance  of  international  payments 
equilibrium  in  the  1960's. 

The  consumer  price  index  increase  of  2.9  percent  between  the  full  year  1965 
and  1966  was  about  twice  the  size  of  the  average  increase  of  recent  years.  Between 
December  1965  and  December  1966,  the  index  rose  somewhat  more — by  3.3 
percent — but  the  rate  of  advance  had  slowed  appreciably  by  late  1966.  Wholesale 
prices  rose  by  3.2  percent  between  the  full  year  1965  and  1966,  but  by  only  1.7 
percent  between  December  1965  and  1966,  reflecting  the  downward  trend  that 
developed  after  midyear. 

While  there  were  signs  that  price  pressures  were  abating  by  late  1966,  labor 
costs  per  unit  of  output  in  manufacturing — and  in  other  major  sectors- — were 
drifting  upward.  This,  too,  marked  a  departure  from  virtual  stability  earlier  in 
the  expansion.  As  yet,  the  increases  are  moderate  by  comparison  with  earlier 
expansions.  However,  it  is  essential  to  achieve  an  early  restoration  of  cost  stability 
in  order  to  avoid  a  further  push  on  prices. 

We  expect  the  more  moderate  advance  of  the  economy  this  year  to  relieve 
selective  pressures  and  provide  the  environment  within  which  a  transition  to 
better  cost-price  performance  can  proceed.  And,  the  Government  will  continue 
its  other  efforts  to  relieve  cost-price  pressures — through  its  training  and  employ- 
ment service  program,  and  in  the  areas  of  procurement,  stockpile  disposal,  and 
farm  programs. 

But  efforts  of  the  Government  alone  will  not  be  enough.  As  President  Johnson 
has  stated  in  his  Economic  Message,  improvement  will  require  the  responsible 
conduct  of  those  in  business  and  labor  who  have  the  power  to  make  price  and 
wage  decisions. 

Before  turning  to  a  discussion  of  the  balance  of  payments,  I  would  like  to  take 
note  of  the  recent  study  by  your  Subcommittee  on  Economic  Progress  entitled 
"U.S.  Economic  Growth  to  1975:  Potentials  and  Problems."  Your  committee 
is  extending  its  record  of  involvement  with  important  economic  issues.  As  I 
indicated  in  my  remarks  at  a  Loeb  Award  luncheon  last  May,  our  rate  of  overall 
economic  growth  must  increasingly  rest  almost  entirely  upon  the  rate  of  growth 
in  quantity  and  quality  of  new  capacity  and  new  manpower.  Therefore,  your 
study — and  others — of  our  growth  potential  is  welcome  indeed. 

Balance  of  payments 

While  full  information  on  last  year's  balance-of-payments  results  will  not  be 
available  for  several  weeks,  I  can  outline  the  general  picture.  Our  "liquidity" 
deficit  last  year  was  somewhat  over  $1.4  billion — roughly  $100  million  more  than 
in  1965.  This  minor  increase  must  be  viewed  against  the  far  greater  rise  in  direct 
foreign  exchange  costs  associated  with  Vietnam — not  to  mention  the  increase  in 
indirect  balance-of-payments  cost  in  the  form  of  additional  imports  resulting 
from  higher  defense  spending  at  home. 

Our  "official  settlements"  balance,  in  contrast,  actually  showed  a  slight  surplus 
of  about  $175  million  on  the  basis  of  preliminary  figures — the  first  surplus  since 
1960  when  we  first  kept  figures  on  this  basis.  This  surplus  was  attributable  to 
heavy  borrowings  from  abroad  by  U.S.  banks  and  the  consequent  accumulation 
of  liquid  dollar  claims  by  foreign  commercial  banks,  including  foreign  branches 
of  U.S.  banks.  It  reflected  the  tight  credit  situation  in  the  United  States  and  the 
unsettled  condition  of  sterling  during  part  of  the  year.  Ordinarily  many  of  these 
dollars  would  have  moved  into  foreign  official  reserves  and  some  of  them  would 
possibly  have  been  converted  into  U.S.  gold.  As  it  was,  our  gold  loss  for  the 
year  was  $571  million,  in  contrast  to  $1.4  billion  in  1965,  excluding  the  $259 
million  gold  payment  in  connection  with  the  increase  in  IMF  quotas. 

Last  year  our  overall  reserve  loss — gold,  convertible  currencies,  and  IMF 
gold  tranche  position — was  $568  million.  Th(!  comjjarable  figure  in  1965  was 
$1.2  billion.  It  is  worth  noting  that  even  with  an  official  settlements  surplus 
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our  net  reserve  position  showed  a  decline — due  mainly  to  continued  heavy  con- 
versions of  dollars  into  gold  by  France  during  the  first  8  months  of  the  year. 

On  trade  account,  our  surplus  declined  by  somewhat  over  $1  billion — from 
$4.8  billion  in  1965  to  about  $3.7  billion  last  year.  Our  exports  rose  by  more 
than  11  percent,  but  our  imports  rose  by  almost  19  percent  because  of: 
— a  rapid  rise  in  gross  national  product, 
— near-capacity  operation  in  some  sectors  of  the  economy,  and  selected 

shortages  of  skilled  labor, 
— a  high  level  of  military  orders  for  specialized  items,  and 
— certain  special  situations  such  as  that  arising  from  the  elimination  of 
duties   on   automobiles   produced   in   Canada   under  the  recent    United 
States-Canadian  auto  agreement. 
With  the  lessening  of  selective  pressures  in  the  economy  and  a  more  moderate 
pace  of  advance,  growth  in  imports  can  be  expected  to  taper  oflf.  In  fact  they 
showed  almost  no  change  between  the  third  and  fourth  quarters  of  last  year. 

On  the  export  side,  the  U.S.  competitive  position  was  maintained.  U.S.  whole- 
sale prices  rose  faster  than  in  some  advanced  countries  but  slower  than  in  others. 
Unit  value  of  U.S.  exports  in  the  second  quarter  of  last  year  showed  a  decline 
from  the  comparable  quarter  in  1965,  whereas  the  movement  was  upward  for 
most  advanced  countries. 

While  we  appear  to  be  holding  our  ground,  competitively,  we  are  not  making 
the  gains  we  did  up  to  mid- 1965.  To  insure  renewed  progress  toward  a  balanced 
payments  position,  an  early  return  to  cost-price  stability  is  essential. 

In  the  capital  sector,  incomplete  data  point  to  some  decline  in  total  private 
outflow  for  the  year  as  a  whole.  We  know,  for  example,  that  banks  reduced  their 
claims  on  foreigners  by  about  $300  million. 

The  spectacular  change,  however,  in  the  capital  accounts  last  year  was  on  the 
receipts  side.  Long-term  capital  receipts  included: 

— investments  of  over  $400  million  by  international  lending  institutions  in 

long-term  CD's  and  in  U.S.  agency  issues,  and 
— investments  of  over  $700  million  by  foreign  oflScial  agencies  in  long-term 
CD's. 
Some  of  the  latter  investment  was  made  out  of  large  dollar  accruals  to  certain 
countries  from  our  military  spending  abroad.   Some  represented  shifts  out  of 
foreign  ofl[icial  liquid  dollar  holdings  in  response  to  the  high  rates  of  return  on 
time  certificates  of  deposit  and  Federal  agency  securities. 

The  oflSicial  reserve  transactions  balance,  but  not  the  liquidity  balance,  bene- 
fited from  an  unusually  large  accumulation  ($2.8  billion)  of  liquid  dollar  holdings 
by  private  foreigners,  mainly  banks — and  including  foreign  branches  of  U.S. 
banks. 

In  very  broad  terms,  last  year's  worsening  in  the  trade  and  military  expendi- 
ture accounts  was  offset  by  unusually  large  receipts  of  foreign  capital.  In  1965 
when  there  was  also  a  worsening  in  the  trade  and  military  expenditure  accounts, 
the  major  offset  was  a  reduction  in  the  outflow  of  U.S.  private  capital. 

We  must  strive  for  a  better  balance  in  the  years  ahead.  The  United  States  is 
normally  a  large  net  capital  exporter — and  it  should  be.  It  generates  substantial 
savings,"  its  capital  markets  are  highly  developed,  and  its  business  management 
invests  heavily  abroad. 

But  for  the  time  being,  the  United  States  must  be  prepared  to  hold  its  net 
capital  outflows  to  reasonable  proportions.  Our  balance-of-payments  program 
is  tailored  to  this  end.  And,  if  net  capital  export  is  to  be  large  in  the  future,  we 
must  achieve  a  strongly  growing  current  account  surplus. 

In  the  current  account  area,  we  have:  .    . 

— made  the  expansion  of  U.S.  commercial  exports  a  major  activity  of  missions 

abroad. 
— established  a  special  rediscount  facility  at  the  Export-Import  Bank. 
— to  attract  more  foreign  tourists  to  our  shores,  we  are  establishing  a  special 
task  force  of  Government  and  business  executives  to  make  specific  recom- 
mendations in  this  vital  area.  The  lack  of  funds   available  to  the  U.S. 
Travel  Service  has  been  an  inhibiting  factor  here. 
In  the  Government  area,  we  have:  u  jj-  ■       dj 

—taken  further  steps  to  insure  that  AID-financed  exports  are    additional 

to  our  normal  commercial  exports,  and 
— worked  closely  with  the  international  monetary  institutions  to  insure  that 
their  financing  in  the  U.S.  market  was  consistent  with  our  balance-of- 
payment  policy. 
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In  the  capital  area,  recent  actions  include: 

— the  request  for  authority  from  the  Congress  to  adjust  the  rates  of  the 
interest  equalization  tax  between  zero  and  2  percent,  as  relative  interest 
rate  changes  and  our  balance  of  payments  warrant. 
— the  meeting  last  month  with  the  Finance  Ministers  of  the  United  Kingdom, 
West  Germany,  France,  and  Italy  in  Chequers  to  determine  how  interest 
rate  policies  might  be  better  coordinated,  and  particularly  to  deescalate 
interest  rates  on  an  international  scale. 
— tightening  of  the  guidelines  under  the  Federal   Reserve  and  Commerce 

Department  voluntary  cooperation  programs. 
— establishing  a  program  for  informing  foreign  investors  of  the  benefits  of  the 
recently  enacted  Foreign  Investors  Act.  This  will  involve  intensive  effort 
in  the  months  ahead  as  we  establish  new  channels  through  which  foreigners 
may  take  advantage  of  attractive  investment  opportunities  here. 
Other  advanced  countries  have  an  imijortant  role  in  achieving  a  viable  inter- 
national payments  pattern.  The  industrialized  countries  of  continental  Western 
Europe,  as  a  group,  tend  to  run  continual  and  substantial  current  account  surpluses 
with  the  rest  of  the  world.  In  the  period  since  1957,  they  have  imported  more 
capital  than  they  have  exported.  They  have  preferred  to  accumulate  gold  and 
other  official  reserve  assets  in  paj^ment  for  their  current  account  surpluses  rather 
than  offset  them  with  medium-  and  long-term  capital  outflows. 

The  United  States  has  played  the  opposite  role.  It  has  supplied  large  amounts 
of  capital  to  the  rest  of  the  world,  financing  not  only  its  own  current  accovmt  sur- 
plus but  also,  indirectly,  part  of  the  current  account  surplus  of  the  continental 
Western  European  countries. 

A  report  on  improving  the  adjustment  process  was  made  by  Working  Party  3 
of  the  OECD  in  August  1966.  It  emphasized  the  responsibility  of  both  surplus 
and  deficit  countries  for  proper  international  adjustment,  and  the  special  need  for 
international  consultation  in  the  field  of  monetary  policy  to  avoid  vmdesirablc 
levels  of  interest  rates.  Recently  you  have  seen  the  efforts  that  have  been  made  to 
develop  and  carry  further  this  aspect  of  international  cooperation. 

As  .you  will  recall,  the  Treasury  was  asked  some  time  ago  by  your  committee 
to  comment  on  a  proposal  that  wider  exchange  rate  margins  around  parity  might 
be  useful  in  facilitating  short-term  adjustment.  I  hope  shortly  to  submit  our  reply 
to  this  reqviest,  but  I  can  saj^  in  general  that  this  proposal  does  not  seem  to  be  a 
verj-  promising  one. 

Better  international  financial  arrangements 

In  the  Economic  Message,  the  Presiflent  called  attention  to  the  significant  progress 
made  during  the  past  year  toward  strengthening  the  international  monetary 
system.  In  that  year  the  Fund  quotas  were  increased  by  25  percent,  the  General 
Arrangements  To  Borrow  were  renewed  for  another  4  years,  and  the  network  of 
bilateral  swap  arrangements  between  monetary  authorities  of  the  United  States 
and  other  leading  countries  was  enlarged  from  a  total  of  $2.8  billion  to  $4.5 
billion.  These  actions  taken  together  have  effectively  broadened  and  strengthened 
the  credit  facilities  that  may  be  called  upon  to  meet  ])ayments  imbalances. 

The  President  has  placed  major  emphasis  on  the  importance  of  reaching  full 
agreement  on  a  constructive  contingency  plan  in  the  coming  year.  Two  major 
forward  steps  were  taken  in  1966. 

The  first  was  to  reach  a  wide  consensus  on  basic  principles  for  creating  reserves, 
among  the  Group  of  Ten,  as  set  forth  in  the  Report  of  the  Deputies  in  July  1966 
and  the  Ministerial  Communique  of  July  26,  1966. 

The  second  was  the  broadening  of  the  negotiations  to  include  all  members  of 
the  IMF  through  joint  meetings  between  reiiresentatives  of  the  Group  of  Ten 
and  the  Executive  Directors  of  the  IMF.  The  first  joint  meeting  was  held  in 
Washington  at  the  end  of  November,  and  the  second  took  place  in  London  on 
January  25  and  26,  1967. 

Two  major  remaining  problems  concern  the  provisions  regarding  the  accept- 
ability and  the  holding  and  use  of  new  reserve  assets,  and  the  procedures  under 
which  decisions  are  to  be  taken.  These  matters  will  be  the  subject  of  intensive 
negotiations  during  the  spring  of  this  year,  and  I  believe  there  are  alread.y  some 
signs  that  opinions  are  converging. 

The  outlines  of  a  contingency  plan  are  beginning  to  emerge,  and  I  hope  that 
the  major  elements  will  become  sufficiently  clarified  for  them  to  be  presented  to 
the  annual  meeting  of  the  Board  of  Governors  in  Rio  de  Janeiro  in  September. 
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It  is  important  to  understand  both  wliat  we  can  expect  from  a  contingency 
plan  for  reserve  creation,  and  what  we  cannot  expect  from  such  a  plan.  Over 
time,  the  new  reserve  assets,  like  any  other  reserves,  will  provide  substantial 
resources  that  countries  may  on  occasion  use  to  meet  short-  and  medium-term 
exigencies  arising  out  of  fluctuations  in  their  international  accounts.  But  they 
should  not  be  regarded  as  a  means  for  financing  persistent  deficits. 

Nor  should  we  regard  reserve  creation  as  a  form  of  international  assistance  to 
developing  areas.  This,  I  believe,  is  fully  recognized  by  the  representatives  of 
these  developing  countries.  There  is  no  doubt,  however,  that  these  countries 
need  reserves  and  that  an  adequate  growth  in  their  reserves  is  one  of  their  legiti- 
mate concerns.  One  of  the  major  benefits  which  these  countries  may  expect  to 
derive  from  an  adequate  system  of  reserve  creation  is  the  indirect  effect  of  a 
more  liberal  trading  and  investing  pattern  on  the  part  of  industrial  countries, 
thereby  enlarging  the  scope  of  their  own  trade  and  their  capital  availabilities. 

These  considerations  have  a  bearing  on  a  second  aspect  of  the  question  of 
reserve  creation — its  urgency.  This  committee  and  its  members  have  made 
timely  and  imaginative  suggestions  in  the  field  of  international  economic  and 
financial  cooperation,  and  they  have  recently  called  attention  to  the  urgency  of 
the  problem.  We  are  in  full  agreement  that  the  events  of  the  past  year  underline 
the  desirability  of  establishing  a  contingency  plan  as  early  as  possible.  There  is  a 
growing  recognition  of  this  need  in  international  circles. 

Conclusion 

As  we  enter  the  seventh  year  of  the  current  expansion,  the  economy  remains 
strong  and  further  progress  has  been  made  toward  better  international  financial 
arrangements.  Domestically,  last  year's  shift  from  fiscal  stimulus  to  restraint 
helped  place  the  economy  on  a  more  sustainable  path  of  advance.  Now,  we  must 
maintain  the  forward  momentum  of  the  economy  while  restoring  relative  sta- 
bility in  costs  and  prices. 

New  challenges  may  be  ahead.  As  in  the  past,  these  will  require  our  best  efforts. 
I  am  confident  that  flexible  and  sensible  adaptation  of  our  economic  and  financial 
policies  will  enable  us  to  meet  our  responsibilities — at  home  and  abroad. 

SUPPLEMENTARY  STATEMENT  OF  THE  SECRETARY  OF  THE 
TREASURY  BEFORE  THE  JOINT  ECONOMIC  COMMITTEE, 
FEBRUARY     6,     1967 

It  has  not  been  my  practice  in  the  past  to  spend  time  and  energy  answering 
Monday  morning  ciuarterbacks  particularly  when  subsequent  events  have  proven 
that  the  play  they  would  have  had  called  in  the  game  would  have  lost  rather 
than  gained  yardage. 

Nor  have  I  made  it  a  practice  to  answer  partisan  criticism.  My  firm  belief  is 
that  economic  and  financial  policies  and  programs  are  good  or  bad  on  their  merits 
and  not  because  they  happen  to  bear  a  Republican  label  or  a  Democratic  label. 

However,  two  circumstances  cause  me  to  depart  from  this  past  practice.  First, 
because  the  reasoning  and  analysis  as  applied  to  a  past  event,  i.e.,  the  absence 
of  an  increase  in  income  tax  rates  in  1966,  seems  to  be  designed  to  prejudice  a 
key  element  of  what  I  believe  to  be  the  right  economic  and  financial  program  for 
1967 — the  levying  of  surtaxes  on  individual  and  corporate  income  taxes  beginning 
next  July  1  for  the  next  2  fiscal  years.  Second,  these  hearings  before  the  Joint 
Economic  Committee  of  the  Congress  were  opened  by  a  statement  from  Senator 
Javits  "on  behalf  of  the  minority  on  the  committee." 

I  believe  it  important  to  correct  the  record  that  Senator  Javits  purports  to  make 
on  behalf  of  the  minority  when  he  characterizes  the  year  1966  in  the  following 
terms:  "With  restraint  lacking  on  the  fiscal  side,  without  some  genuine  spending 
cuts  or  a  modest  tax  increase  early  in  the  year,  monetary  policy  necessarily  was 
drawn  in  to  fill  a  vacuum." 

This  statement  is  full  of  error  in  all  of  its  aspects:  The  primary  fact  is  that  there 
was  restraint  on  the  fiscal  side.  All  facts,  figures,  and  subsequent  events  make  this 
clear.  The  compelling  proof  is  that  the  NIA  budget  shifted  from  a  stimulative 
deficit  in  the  latter  part  of  calendar  1965  to  a  restraining  surplus  in  the  first  half 
of  calendar  1966. 

Senator  Javits  is  also  in  error  in  purporting  to  speak  for  the  minority  because, 
as  I  will  demonstrate  from  the  record,  his  espousal  of  income  tax  increases  in  the 
spring  of  1966  found  him  in  the  not  unaccustomed  posture  of  being  completely 
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and  unanimously  overruled  by  his  own  party.  The  Republican  Coordinating 
Committee,  the  Republican  House  leader,  and  the  House  Republican  conference 
in  March  and  April  announced  their  opposition  to  any  further  tax  increase  than 
the  one  some  of  them  had  supported  in  the  Tax  Adjustment  Act  signed  March  16, 
1966.  This  position  was  reaffirmed  formally  in  the  report  of  the  Republican 
members  of  the  House  Ways  and  Means  Committee  on  the  debt  ceiling  extension 
in  June. 

As  I  commented  last  week  to  the  House  Ways  and  Means  Committee,  the 
administration,  including  the  Secretary  of  the  Treasury,  was  in  accord  with  the 
repeatedly  stated  policy  of  the  official  Republican  spokesmen  on  tax  and  fiscal 
matters  in  refraining  from  requesting  any  income  tax  increases  in  calendar  1966, 
while  urging  that  we  hold  down  increases  in  appropriations  and  expenditures  in 
fiscal  1967  as  well  as  1966. 

The  President  espoused  that  same  position  in  1966  on  many  pubUc  and  private 
occasions.  During  the  spring  and  summer  he  met  a  number  of  times  with  the 
leaders  of  the  Senate  and  House  from  both  parties  on  holding  down  nondefense 
appropriations  to  the  overall  totals  in  his  budget  and  whether  or  not  an  income 
tax  increase  proposal  would  gain  congressional  approval.  He  was  told  an  equal 
number  of  times  that  there  was  little  support  for  an  income  tax  increase  and  that 
a  recommendation  would  be  defeated  by  an  overwhelming  margin. 

Therefore,  I  find  myself  in  the  unusual  position  of  having  to  defend  the  elements 
of  fiscal  policy  followed  and  espoused  by  the  Republican  and  Democratic  leader- 
ship and  a  Democratic  administration  from  the  attack  of  one  who  purports  to 
speak  for  the  minority  party  which  was  in  fact  a  minority  of  one. 

Finally,  Senator  Javits  is  in  grave  error  in  asserting  that  "monetary  policy 
necessarily  was  drawn  in  to  fill  a  vacuum"  that  existed  early  in  the  year. 

The  fact  is,  as  everybody  knows,  that  the  country  had  been  committed  initially 
to  a  monetary  policy  of  restraint  involving  tight  money  and  higher  interest 
rates  by  action  of  the  Federal  Reserve  System  early  in  December  1965.  As  I 
stated  before  this  committee  last  year,  it  became  the  role  of  fiscal  policy  to  shift 
to  a  course  of  moderate  restraint  following  the  steps  already  taken  by  the  mone- 
tary authority,  without  risking  economic  overkill. 

Looking  ahead  to  the  debate  this  spring  on  the  President's  surtax  proposals, 
let  me  note  that  there  is  a  great  deal  of  economic  difference  in  advocating  increased 
income  taxes  to  pay  the  increased  costs  of  war  when  monetary  policy  is  on  the 
path  toward  ease  than  when  monetary  policy  was  moving  in  the  direction  of 
clear,  positive,  and  increasing  restraint.  There  is  a  fundamental  consistency  in 
the  position  of  those  concerned  with  maintaining  full  employment  and  growth  in 
refusing  to  advocate  income  tax  increases  when  monetary  policy  is  highly  re- 
strained and  increasing  income  taxes  to  pay  for  increased  costs  of  war  when 
monetary  policy  is  moving  towards  ease. 

So  I  welcome  this  opportunity  to  comment  on  the  current  folklore  that  the 
U.S.  Government  "made  a  mistake"  in  not  raising  taxes  early  in  1966. 

This  is  no  more  true  than  is  the  usual  easy  explanation  of  a  complicated  course 
of  events.  But  I  do  not  want  to  be  understood  by  this  as  saying  that  this  allegation 
IS  even  partly  correct. 

It  is  not. 

It  is  wrong,  as  I  shall  show  you  here. 

It  is  wrong  first  of  all  because  it  begins  by  ignoring  the  fact  that  we  did  raise 
taxes  by  legislative  action  early  in  1966 — to  the  tune  of  $6  billion. 

It  is  wrong  in  the  second  place  because  this  criticism  means  that  it  was  a  mistake 
not  to  impose  a  broad,  blunt,  general  income  tax  increase  on  individuals  and 
corporations  at  that  time.  In  this  respect  let  me  just  point  out: 

— few  of  our  critics,  if  any,  were  themselves  convinced  a  year  ago  that  a  general 
income  tax  was  needed,  or,  if  they  were  convinced  of  it,  they  were  not  saying  so  in 
public,  and 

— the  condition  of  the  economy  early  last  year — as  indeed  the  condition  of  the 
economy  throughout  the  year — was  a  condition  of  selective  excesses — together 
with  selective  softnesses —  calling  for  the  careful  use  of  selective  constraints.  That 
is  exactly  what  we  used,  in  the  Tax  Adjustment  Act  in  the  winter,  and  under  the 
President's  An ti- Inflation  Message  in  September,  including  a  specific  new  program 
for  additional  cuts  in  Federal  expenditures  in  this  fiscal  year. 

Third  and  most  important  of  all,  the  assertion  that  it  was  a  mistake  on  the  ad- 
ministration's part  not  to  propose  a  general  tax  depressant  early  last  year  is 
clearly  and  evidently  wrong — -as  I  shall  be  demonstrating — for  the  reason  that 
some  softnesses  were  already  apparent  in  the  economy  at  that  time.  These  soft 
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spots  suggested  to  us — as  they  should  have  suggested  to  our  critics,  especially 
to  some  of  the  prominent  economic  analysts  who  took  issue  with  us — that  a 
general  tax  increase  a  year  ago  would  very  likely  have  resulted  in  a  private 
economy  that  was  softer  in  late  1966  and  early  1967  than  the  current  one  which  is 
now  a  concern  to  many  of  these  same  analysts. 

This  is  now  getting  belated  recognition.  It  was  acknowledged  in  an  article  on 
January  17,  1967,  in  the  Wall  Street  Journal — a  paper  that  often  disagrees  with 
the  Government's  economic  policies.  This  stated,  among  other  things: 

"A  question  raised  by  many  commentators  after  President  Johnson  proposed  a 
6-percent  income-tax  surcharge  was  whether  such  a  levy  might  not  bring  on  a 
recession  in  business. 

"Actually,  the  time  to  ask  this  question — as  few  then  did — was  early  last  year, 
when  tax-increase  proposals  were  already  being  made  by  analysts  outside  the 
Government. 

"At  that  time  *  *  *  signs  that  the  rate  of  business  activity  might  turn  down 
were  not  lacking,  although  they  were  being  given  little  attention. 

"The  two  clearest  signs  were  declines  in  bond  prices  and  in  stock  prices  *  *  *, 
Such  joint  action  is  typical  of  the  tops  of  booms. 

"Thus,  it  could  be  argued,  as  few  analysts  did,  that  if  a  tax  increase  were 
imposed  it  might  aggravate  a  business  downturn  which,  although  not  yet  present, 
already  seemed  possible  if  not  probable.  The  correctness  of  this  analysis  has  since 
been  confirmed,  at  least  to  the  extent  that  a  recession  has  occurred  in  much 
of  the  private  sector  even  without  a  tax  increase." 

The  author  went  on  to  point  to  declines,  all  but  one  of  them  as  early  as  last 
spring,  in  automobile  production,  housing,  commercial  and  industrial  construction, 
appliance  manufacturing,  and  steelmaking.  He  concluded  from  this  that  "a 
recession  in  private  industry  has  been  underway  for  months  *  *  *"  and  he  wound 
up  his  analysis: 

"Private  business  may  well  be  dragging  bottom  or  even  turning  up  before  the 
Johnson  6  percent  surcharge  is  passed  or  takes  effect.  If  so,  the  tax  may  merely 
slow  the  recovery  and  keep  prices  from  climbing,  rather  than  aggravating  a  new 
downtrend  as  so  many  now  fear." 

The  key  word  in  that  last  sentence  is  "'now'  *  *  *  as  so  many  now  fear." 
It  suggests  the  central  difficulty,  that  critics  of  the  Government's  economic  policy 
are  suffering  from  an  analytical  lag,  that  has  them  currently  applying  their 
economic  calipers  to  the  conditions  of  a  year  ago,  just  as  they  were  then  applying 
them  to  conditions  of  unmitigated  boom  that  was  already  receding  perceptibly 
in  the  second  quarter  of  1966. 

I  want  to  go  a  little  further  into  the  economic  record  in  support  of  the  policy 
mix  we  used  in  1966  to  show  you  in  somewhat  more  detail  the  real — as  distin- 
guished from  the  imaginary — conditions  to  which  we  tried  to  minister.  Before  I 
do,  however,  let  me  turn  to  a  very  recent  article  in  the  Journal  of  Commerce 
that  puts  the  same  kind  of  cautionary  light  upon  the  folklore  concerning  inflation 
in  1966  that  the  analysis  I  have  just  quoted  thrust  upon  the  herd-thinking  that 
took  place  last  year  with  respect  to  the  need  for  tax  action.  Once  again,  I  am 
calling  upon  the  researches  and  conclusions  of  a  newspaper  not  noted  for  its 
tender  concern  for  governmental  economic  policy. 

This  article,  on  January  4,  1967,  headed  "Records  Show  'Inflation'  Last  Year 
Was  More  Imaginary  Than  Real"  said: 

"A  year  ago,  it  may  be  remembered,  there  was  much  clamor  for  a  substantial 
income  tax  increase  to  cool  down  the  economy  and  check  inflation. 

"We  didn't  get  the  income  tax  increase.  And,  we  didn't  get  much  inflation. 
This  latter  is  contrary  to  the  general  impression  going  the  rounds  that  the  infla- 
tionary kettle  aU  but  boiled  over  last  year. 

"Actually,  the  records  show,  the  heat  under  the  general  commodity  price 
structure  was  lowered  quite  a  bit  last  year. 

"From  December  1965  to  December  1966  the  Bureau  of  Labor  Statistics 
wholesale  commodity  price  index  rose  from  104.1  (average  1957-59  equals  100) 
to  105.7  *  *  *. 

"In  the  previous  12-month  period,  from  December  1964  to  December  1965 
the  BLS  index  rose  from  100.7  to  104.1  *  *  *. 

"The  rise  during  1966  was  less  than  one  half  that  during  1965.  In  August 
last  year,  the  BLS  index  worked  up  to  a  record  high  of  106.8  before  it  leveled 
off  and  then  began  to  ease.  But,  even  at  the  August  rate,  the  rise  was  less  than 
in  1965." 
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The  author  went  on  to  point  out  that  at  the  retail  level  prices  rose  Ijy  2.7 
percent  from  December  1965  to  December  1966  as  compared  with  1.6  percent 
in  the  previous  12  months,  but  he  noted: 

1.  That  much  of  this  occurred  in  meats  and  vegetables,  due  to  weather  and 
other  conditions  not  connected  with  the  general  business  picture,  and 

2.  That  the  real  villain  in  last  year's  price  picture  was  the  sharp  rise — some 
5  percent — in  the  cost  of  consumer  services,  hcavilj'  influenced  bj^  the  adoption 
of  medicare. 

Now,  I  do  not  go  bail  for  either  of  these  analyses.  They  are  newspaper  articles, 
and  as  such  can  have  neither  the  length  nor  the  breadth  to  support  fully  accurate 
examination  of  the  development  of  the  entire  U.S.  economy  over  a  full  year, 
and  they  are  not,  of  course,  the  full  nor  the  unmitigated  truth. 

I  cite  them,  however,  as  illustrations  of  the  dark  side  of  the  moon  that  we  as 
the  responsible  policymaking  officers  of  the  Government  of  this  Nation  knew 
existed,  and  took  into  account,  in  our  policy  choices  throughout  the  year. 

Whatever  thej^  may  lack  in  completeness,  these  articles  point  to  the  essential 
fact  about  the  economy  in  1966 — we  were  not  on  a  one-way  street  to  inflation 
and  bust  in  1966.  Rather,  we  were  picking  our  way  along  a  high  and  narrow 
ridge,  with  substantial  risks  on  either  side — risks  that  those  actually  responsible 
for  the  well  being  of  the  Nation  could  not  ignore,  however  blithely  they  could 
be  ignored  by  those  not  actually  responsible. 

I  do  not  join  in  spirit  with  our  ci'itics  and  claim  that  we  w^ere  alwa3's  right. 
My  claim  is  much  more  modest — and  it  is  my  only  wish,  w'here  our  critics  are 
concerned,  that  they  would  show  a  like  modesty,  perhaps  bj^  adopting  the  same 
policy:  I  claim  only  "that  at  all  stages  along  the  way  of  the  terra  incognita  through 
which  our  unexampled  economy,  growing  and  benefiting  the  Nation  it  serves  in 
unparalleled  fashion  and  degree,  passed  during  1966 — we  were  at  all  times  prudent. 

What  stands  out^what  I  emphasize,  what  prudence  always  reminded  those  of 
us  responsible  at  the  bar  of  history,  is  the  fact  that  at  no  time  during  the  year  was 
there  a  clear  signal  for  general  tax  restraint,  as  distinct  from  the  selective  fiscal 
restraints  employed. 

Let  us  look  for  a  moment  at  a  few  of  the  details  of  the  pilgrimage  of  the  American 
economy  in  1966  as  it  felt  its  way  through  economic  uplands  higher,  richer  and 
more  beneficial  to  more  people  than  was  ever  the  case  before  with  any  economy, 
while  at  the  same  time  it  was  bled  and  buffeted  by  the  economic  ravages  of  a 
war  conducted  under  conditions  of  uncertainty  common  to  all  wars. 

It  was  a  year  in  which  very  little  was  unequivocally  certain — about  the  U.S. 
economy,  about  the  world  economy,  about  our  international  payments,  or  the 
national  economy  or  the  international  payments  of  others,  or  about  the  economic 
portent  of  our  defense  of  freedom  in  Vietnam — except  to  our  critics. 

To  our  critics — academic,  political,  journalistic,  and  institutional — all  was 
clarity. 

At  the  outset  of  the  year  it  was  clear  to  them  that  something  needed  to  be 
done,  but — with  the  exception  of  some  bank  letters  notable  for  consistency  if 
not  accuracy — they  had  nothing  to  recommend  except  the  time-tested  cliche  of 
cutting  Federal  spending.  They  put  this  forth  without  the  slightest  nod — much 
less  bow — to  the  fact  that  President  Johnson  had  been  rigorously  holding  down 
Federal  outlays,  which  contrilnited  to  a  far  smaller  deficit  in  the  administrative 
budget  in  fiscal  1966  ending  June  30  than  had  been  previously  estimated  and  an 
actual  surplus  in  the  NIA  budget.  They  put  this  forth  without  regard  for  the 
fact  that  the  President's  new  budget  continued  to  call  for  increases  almost  balanced 
by  cuts  and  new  revenues. 

In  the  spring  of  the  year,  it  suddenly  became  clear  to  some  outside  analj^sts — 
I  say  it  was  clear  to  them  because  they  all  said  the  same  thing  all  at  once — that 
the  U.S.  economy  had  to  have  an  income  tax  increase  to  be  saved.  It  was  not  clear 
what  kind  of  tax  increase,  and  their  demands  were  now  put  forward  with  little 
regard  for  the  fact  that  we  had  in  fact  had  large  tax  increases  early  in  1966,  be- 
ginning with  payroll  tax  collections  for  medicare  and  other  social  security  benefits 
in  January  and  with  the  effects  of  the  Tax  Adjustment  Act  in  March,  amounting 
to  some  $10  billion  in  calendar  1966. 

In  the  summer,  it  began  to  be  clear  to  many  tax  increase  proponents  that  their 
previous  insistence  that  a  tax  increase,  and  only  a  tax  increase,  could  keep  the 
U.S.  economy  from  bursting  the  bounds  of  reason  might  have  been  wrong. 

In  the  fall,  it  became  clear  to  them  that  whereas  they  previously  could  see 
nothing  but  an  economy  puffing  up  to  the  bursting  point,  there  had  been  fa,ctors 
at  work  all  along  creating  the  conditions  for  a  possible  recession,  and  this — it 
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is  currently  clear  to  some  of  the  earlier  proponents  of  a  tax  increase — makes  the 
idea  of  a  tax  increase  clearly  unacceptable. 

There  may  be  a  small  element  of  exaggeration  in  this  thumbnail  description 
of  economic  criticism  during  the  past  year.  But  I  indulge  in  it,  if  that  is  the  case, 
only  for  the  sake  of  clarity. 

Before  we  take  a  brief  look  at  what  in  fact  happened,  let  me  direct  attention 
to  the  record  of  comments  on  this  subject  by  a  spokesman  for  the  Republican 
minority  in  Congress. 

On  March  21  last  year  Senator  Javits,  as  reported  in  the  New  York  Times, 
called  President  Johnson's  anti-inflation  policies  "timid"  and  suggested  a  "modest 
and  temporary  tax  increase" — which,  together  with  Federal  spending  cuts, 
should  come  to  some  $6  billion  over  and  above  what  had  already  been  provided 
in  the  Tax  Adjustment  Act  of  1966.  It  might  be  noted  that  this  was  in  fact  approx- 
imately the  effect  of  the  increased  social  security  collections  that  had  begun  in 
January. 

Senator  Javits  soon  found  himself  overruled  and  lonely  in  his  own  party. 

On  March  25,  March  29,  April  4,  April  6,  and  June  6  press  reports  reflected 
the  view  that  the  Republican  Coordinating  Committee,  the  Republican  House 
leader,  the  House  Republican  Conference  and  the  Republican  members  of  the 
House  Ways  and  Means  Committee  were  opposed  to  any  further  tax  increase 
than  the  one  some  of  them  had  supported  in  the  Tax  Adjustment  Act  signed 
March  16. 

The  Republican  leadership  preferred — at  this  time — the  policy  that  was 
in  fact  being  followed  by  the  administration:  a  policy  of  holding  down  Federal 
outlays  to  the  full  extent  possible  consistent  with  the  increasing  requirements 
of  Vietnam. 

But,  all  undismayed  by  growing  evidence  of  economic  uncertainty,  as  by  his 
party  leadership's  concurrence  in  this  field  and  at  this  moment  with  administra- 
tion policy.  Senator  Javits  took  lance  in  hand,  and  charged  again,  in  August. 
He  offered  legislation  calling  for  depressants  in  the  form  of  deep  cuts  in  Federal 
construction  and  space  projects  (where  President  Johnson  had  already  put  in 
force  a  careful  economy  program),  a  special  temporary  increase,  across  the 
board,  in  income  taxes,  and  a  credit  restraint  program  modeled  upon  the  eco- 
nomic controls  put  in  force  during  the  Korean  war.  This  last  added  to  the  growing 
list  of  realities  the  Senator's  policy  suggestions  ignored:  the  fact  that  in  the 
Korean  war  we  had  to  use  12  to  14  percent  of  our  gross  national  product  for 
defense  purposes,  compared  with  8  percent  in  1966,  and  the  fact  that  during 
the  Korean  war  we  had  to  reset  and  build  up  a  military  establishment  that  had 
been  all  but  dismantled,  whereas  we  confronted  the  Vietnam  crisis  with  the 
finest  military  establishment,  at  the  highest  point  of  readiness,  ever  known. 

Finally,  to  complete  this  brief  summary  of  Republican  disarray.  Governor 
Romney — whose  silence  had  until  then  been  his  chief  distinction  on  this  subject — 
came  upon  the  scene  in  December  entirely  innocent  of  what  had  been  transpiring 
during  the  previous  1 1  months  of  the  year  and  recommended  the  very  policy  mix 
the  administration  had  been  following  throughout  the  year:  "*  *  *  a  com- 
bination of  tax  increases  and  firm  budgetary  policy." 

So  much  for  positions  taken  last  year. 

Let  us  take  a  closer  look,  although  a  brief  one,  at  some  of  the  main  develop- 
ments in  1966.  I  would  like  to  start  with  a  review  of  expectations  at  the  outset 
of  the  year,  for  these  expectations  set  the  tone  of  the  year. 

The  program  of  fiscal  restraint  proposed  in  the  January  1966  budget  was 
developed  against  Government  expectations  for  economic  activity  in  1966  that 
was  far  more  realistic  than  those  of  nearly  all  private  forecasters. 

In  January  1966  the  Government  projected  a  6.9  percent  increase  in  1966 
GNP — a  rise  of  $46  billion  to  $722  billion  on  the  basis  of  the  national  account 
levels  then  prevailing. 

In  contrast,  the  median  private  economist's  forecast  of  1966  GNP  made  during 
the  September  1,  1965,  to  January  24,  1966,  period  was  $713  billion,  according 
to  a  survey  of  forecasts  made  by  the  Federal  Reserve  Bank  of  Philadelphia. 
At  the  end"  of  September,  a  poll  of  the  National  Association  of  Business  Econo- 
mists projected  1966  GNP  at  $700  billion;  the  Pittsburgh  Conference  on  Business 
Prospects  in  October  projected  slower  1966  growth  than  in  1965;  Steel's  Panel  of 
Experts  projected  $702  billion  in  October;  the  Michigan  University  econometric 
model  projected  $712  billion  in  November;  Prudential  Insurance  projected  $714 
billion  in  November;  McGraw-Hill  projected  $711  billion  in  December  1965; 
Moody's  Investor  Service  projected  $710  billion  in  December;  etc. 
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Signals  of  slow  up  in  1966 

A  large  number  of  developments  signaling  the  need  for  caution  in  economic 
policy  emerged  during  the  course  of  1966,  in  contrast  to  the  dominant  pattern  of 
overall  expansion.  A  chronology  of  those  developments  inchides: 

While  first  quarter  1966  GNP  scored  one  of  the  largest  increases  since  the 
Korean  war: 

— Standard  and  Poor's  stock  price  index  declined  in  February,  initiating  a  de- 
scent which  continued  throughout  1966.  Stock  prices  in  March  declined  nearly  5 
percent  below  the  January  peak. 

— Contracts  for  construction  included  in  the  commercial  and  industrial  Vjuild- 
ing  statistics  declined  6.0  percent  in  March,  and  thereafter  continued  down 
through  most  of  1966.  Until  late  in  the  year,  when  the  eflfects  of  the  suspension  of 
the  accelerated  depreciation  provisions  for  building  under  the  President's  anti- 
inflation  program  were  felt,  this  decline  was  chiefly  felt  in  commercial  building, 
such  as  shopping  center  projects,  due  to  tight  money. 

— Among  so-called  leading  indicators  of  business  activity,  February  or  March 
marked  a  peak  for  nonagricultural  placements,  business  formations,  ratio  of 
profits  to  income  originating  in  corporate  business,  and  industrial  materials 
prices. 

Second  quarter  GNP  rose  only  $11  billion,  down  from  $16.8  billion  in  the  first 
quarter,  the  smallest  increase  since  the  auto  strike-affected  fourth  quarter  1964. 
Many  economic  projections  appearing  in  the  press  began  to  be  revised  downward 
in  view  of  cutbacks  in  production  and  sales  of  consumer  durables,  the  weakening 
in  housing  starts  and  higher-than-anticipated  income  tax  yields  which  moderated 
the  rise  in  disposable  personal  income. 

— Personal  consumption  expenditures  rose  only  $334  billion  in  the  initial 
national  account  estimates,  compared  with  increases  of  $10  billion  in  each  of 
the  two  preceding  quarters.  Consumer  purchases  of  automobiles  declined  $3 
billion  from  the  first  quarter,  exceeding  even  the  large  drop  in  auto  purchases 
in  the  strike-affected  fourth  quarter  of  1964. 

— Output  of  passenger  cars  in  May  and  June  declined  7  percent  below  the 
January-April  average,  after  seasonal  adjustment.  Announcements  were  made  of 
earlier-than-usual  automobile  factory  shutdowns  for  1967  model  changeover. 

— Housing  starts  averaged  1,368,000  units,  annual  rate,  from  1,518,000  units 
in  the  first  quarter,  initiating  a  decline  which  was  to  continue  throughout  1966. 
On  a  monthly  basis,  starts  fell  12  percent  in  May  and  3  percent  in  June.  The 
statistics  on  housing  permits  presaged  an  even  sharper  drop  in  1966  housing 
activity. 

— The  gain  in  fixed  business  investment  was  below  that  of  previous  quarters. 
However,  inventory  investment  rose  by  a  third  to  a  rate  of  $12  billion  a  year, 
from  an  annual  rate  of  $9  billion  in  the  first  quarter,  with  much  concern  generated 
by  the  involuntary  accumulation  of  automobiles  at  car  dealers. 

— The  unemployment  rate  in  May  and  June  rose  to  4.0  percent,  up  from  3.7 
percent  or  3.8  percent  rates  of  the  previous  3  months. 

— Following  accelerated  increases  in  late  1965  and  early  1966,  wholesale  prices 
rose  slightly  in  May,  June,  and  July,  as  prices  for  the  quarter  averaged  only 
0.2  percent  over  the  February  and  March  level.  Wholesale  prices  of  farm  prod- 
ucts fell  during  each  month  of  the  quarter,  and  averaged  1.7  percent  less  than 
March  prices. 

Among  "leading  indicators"  which  declined  in  the  second  quarter  were  non- 
agricultural  placements,  construction  contracts,  housing  starts  and  permits, 
business  formations,  ratio  of  profit  to  income  originating  in  corporate  business, 
stock  prices,  and  industrial  materials  prices. 

In  the  third  quarter,  the  signals  coming  in  from  the  economy  changed  sharply: 
GNP  registered  a  brisk  rise,  with  personal  consumption,  defense,  and  business 
fixed  investment  expenditures  the  principal  constituents.  Unemployment  rates 
turned  down,  capacity  utilization  edged  up,  and  prices  rose. 

Nevertheless,  some  contrary  signals  were  also  registered. 

— Outlays  on  residential  and  nonresidential  structures  declined  sharply. 

— Total  industrial  production  declined  in  September,  as  the  production  of 
nondurable  goods  eased  together  with  the  decline  in  housing  and  commercial 
construction.  Production  slipped  at  least  one  month  during  the  quarter  in  such 
industries  as  primary  metals,  faVjricated  metal  products,  machinery,  and  lumber 
and  wood  products.  Steel  production  for  the  quarter  averaged  6%  percent 
less  than  that  for  the  second  quarter. 
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— Wholesale  prices  of  all  commodities  registered  no  change  from  August  to 
September  following  a  rise  of  0.4  percent  in  August.  Wholesale  prices  of  indus- 
trial commodities,  exclusive  of  farm  and  foods,  remained  unchanged  throughout 
the  3  months  of  the  quarter. 

Fourth  quarter  GNP  also  rose  sharply,  although  some  evidence  emerged  of 
strains  and  imbalances. 

— Industrial  production  fell  in  November,  largely  due  to  declining  production 
of  durable  goods.  Primary  metals  production  continued  the  slide  initiated  in  the 
previous  quarter  and  lumber  and  wood  products  remained  below  previous  quar- 
ter levels  due  to  the  continued  sagging  in  construction  activities. 

— Retail  sales  declined  in  October  largely  due  to  reduced  sales  at  durable  goods 
stores.  November  sales  were  a  bit  higher  but  December  again  registered  a  decline, 
after  seasonal  adjustment. 

—Surveys  of  planned  plant  and  equipment  expenditures  indicated  a  smaller 
increase  than  in  previous  quarters. 

— Among  production  declines  registered  during  the  fourth  quarter  were  steel 
production,  auto  production,  wholesale  prices,  new  orders  for  durable  goods,  and 
prices  of  industrial  materials. 

I  do  not  think  that  anyone  disposed  to  look  with  reason  upon  this  record 
would  attempt  to  maintain  that  the  administration's  fiscal  policy  in  1966  was 
mistaken. 

I  think,  on  the  contrary  that  the  administration's  economic  policy  as  a  whole 
in  1966,  including  our  prudent  use  of  selective  fiscal  tools  as  supplementary  to 
general  and  severe  monetary  restraint,  brought  the  economy  through  a  trying 
time  of  transition  and  uncertainties  with  minimum  damage,  and — what  the 
prudent  man  is  always  supposed  to  achieve — with  minimum  risk  of  damage  at 
all  times. 

This  was  no  accident.  We  changed  directions  early  and  consciously,  trying  at 
all  times  to  keep  the  economy  in  balance  despite  radical  changes  in  the  forces 
affecting  it  and  despite  uncertainties  such  as  the  always  unpredictable  course 
and  costs  of  war.  Let  me,  if  I  may,  cite  some  of  the  voluminous  evidence,  available 
to  anyone  who  wants  to  get  the  facts,  indicating  that  we  were  in  touch  with 
reality,  and  that  we  bent  our  sail  quickly  and  selectively  to  winds  bearing  down 
upon  the  national  well  being. 

First:  President  Johnson  went  to  the  Congress  with  a  budget,  and  with  a 
tax  program  at  the  outset  of  the  year  that  shifted  administration  policy  from 
stimulus  to  moderate  and  selective  economic  restraint.  This  was  at  a  time  when 
those  who  now  say  our  policy  was  mistaken,  had  little  or  nothing  to  suggest. 

The  President  continued  and  increased  the  pressure  he  had  been  exerting  for 
years  upon  Federal  spending. 

The  Tax  Adjustment  Act  of  1966,  sent  to  the  Congress  in  January  and  signed 
into  law  in  March,  together  with  other  measures,  used  the  fiscal  tool  to  take 
some  $10  billion  out  of  the  economy  in  calendar  1966. 

On  March  22,  when  he  was  reminded  at  a  news  conference  that  "a  lot  of  econo- 
mists would  like  you  to  raise  taxes"  and  was  asked  what  he  was  going  to  do, 
President  Johnson  reminded  reporters  of  the  tax  increases  already  in  effect 
through  social  security  and  the  Tax  Adjustment  Act. 

And  he  disclosed — but  those  who  were  demanding  severe  tax  action  were 
apparently  not  listening — that  there  was  evidence  suggesting  that  the  economy 
was  in  an  uncertain  condition,  calling  for  caution  in  handling  it,  such  as  declines 
in  retail  sales,  in  new  orders  for  durable  manufacturers,  and  in  housing  starts, 
while  some  farm  and  food  prices  were  leveling  off,  the  growth  of  business  loans 
had  slowed,  and  many  municipal  and  some  corporate  bond  issues  had  been  post- 
poned, thereby  reducing  potential  new  orders  and  other  activity  of  many  kinds, 
and  that  unemployment  was  still  above  6  percent  in  almost  a  score  of  major 
labor  markets. 

He  told  reporters  that  he  had  just  asked  all  departments  and  agencies  of  the 
Government  to  take  a  new  look  at  expenditures,  and  to  forego  what  could  be 
foregone.  And  he  concluded : 

"We  will  watch  very  closely  and  see  what  happens  in  these  employment  mar- 
kets, in  retail  sales,  in  housing,  and  in  the  money  market,  and  then  take  whatever 
action  is  indicated. 

"We  don't  want  to  act  prematurely.  We  don't  want  to  put  on  the  brakes  too 
fast,  but  it  is  something  that  requires  study  every  day,  and  we  are  doing  that." 

Speaking  on  March  23  at  the  National  Press  Club,  I  reminded  my  audience 
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that  the  President  had  warned  against  acting  prematurely  or  putting  on  the 
brakes  too  fast. 

I  said  that  we  expected  the  very  recently  signed  Tax  Adjustment  Act  to  "serve 
as  a  growing  force  for  economic  restraint"  over  the  coming  year,  together  with 
the  restraining  influences  of  monetary  policy  and  the  $6  billion  annual  rate 
increase  in  social  security  and  medicare  taxes  in  effect  since  the  beginning  of 
the  year. 

I  stressed  the  imcertainties  of  Vietnam,  saying  that  "no  one  can  predict  whether 
we  will  need  to  schedule  additional  expenditures— expenditures  beyond  those 
contemplated  in  the  fiscal  1966  and  1967  budgets — to  meet  our  commitments 
in  Vietnam.  And  Vietnam  remains,  therefore,  an  inevitable  element  of  uncertainty 
in  our  budgetary  as  in  our  overall  economic  picture." 

I  reminded  my  audience  that  in  1957  and  1959  overzealous  use  of  anti-inflation 
measures  had  turned  expansions  into  recessions. 

And  I  concluded  that,  "In  our  domestic  economy  there  is  still  room  for  reason- 
able doubt  as  to  whether  additional  restraints  should  be  imposed  by  public  action 
on  private  demand  in  our  economy." 

That  reasonable  doubt  persisted.  By  fall  it  was  clear  that  we  had  a  boom  that 
was  threatening  to  run  beyond  the  bounds  of  our  capacities  to  produce  in  terms 
of  business  investment  and  in  the  face  of  competing  demands  from  the  war  in 
Vietnam,  while  at  the  same  time  there  were,  as  I  have  indicated  earlier,  many 
persistent  signs  of  economic  weakness  wrapped  up  and  hidden  away  by  the  con- 
tinued overall  advance. 

In  the  face  of  this  very  special  situation,  with  danger  on  all  sides,  and  in  the 
face  of  concomitant  tightness  in  the  money  market  that  forced  interest  rates  to 
their  highest  point  in  four  decades,  we  took  special  and  carefully  selective  action 
in  the  anti-inflation  program  announced  by  the  President  September  8.  This 
took  pinpoint  action  against  the  business  investment  boom  by  asking  the  Congress 
to  suspend — as  it  did — tax  incentives  to  business  plant  and  equipment  invest- 
ment. And  it  took  pinpoint  action  to  relieve  the  money  markets,  by  reducing  the 
effects  of  Federal  borrowing  through  postponement  of  participation  certificate 
sales  and  scaling  down  of  agency  borrowing  from  the  public,  and  by  giving  the 
bank  regulating  agencies  powers  designed  to  correct  the  distorted  flow  of  savings. 

The  consequence  of  this  year  of  timely  and  prudent  economic  policy  change 
is  an  economy  that  still  has  great  strength  for  new  growth,  that  is  proceeding 
under  its  own  competitive  powers,  free  of  the  apparatus  of  economic  controls 
that  ordinarily  weighs  down  and  distorts  an  economy  in  war  times,  an  economy 
in  which  productivity  remains  high,  vmemployment  remains  low,  an  economy 
that  gives  every  sign  of  correcting  the  imbalances  that  crept  into  it,  and  an 
economy  in  which  prices  and  money  rates  are  giving  signs  of  easing. 

Let  me  ask  four  questions  in  conclusion,  and  supply  the  answers  that  I  believe 
the  record  just  cited  makes  imperative: 

1.  Would  additional  restraint,  say,  an  income  tax  increase  effective  in  mid- 
1966  over  and  above  other  fiscal  increases  taken,  and  the  strong  monetary  policy 
measures  then  in  being  have  involved  the  risk  of  a  recession  in  1966  or  early  1967? 

Ves. 
^    2.   Would  you  approve  in  retrospect  adding  sharp  fiscal  restraint  to  the  move- 
ment to  sharp  monetary  restraint  that  characterized   1966  up  until  October? 

I  think  not,  if  you  were  a  responsible  public  official. 

8.  What  assurance  would  you  have  hud  that  the  Federal  Reserve  System 
would  have  shifted  its  ]iolicv  from  increasing  restraint  to  the  direction  of  ease 
in  the  spring  or  summer  of  1966  if  the  President  had  proposed  a  general  income 
tax  increase? 

None,  since  neither  the  President  nor  the  Secretary  of  the  Treasury  could 
guarantee  congressional  passage  of  a  general  tax  increase  had  one  been  submitted. 
Therefore,  there  would  hav^e  been  every  prospect  of  any  income  tax  increase 
becoming  effective  when  the  full  effect  of  the  monetary  restraint  was  being  felt 
by  the  private  economy. 

4.  Even  if  that  delicate  arrangement  had  been  effected  through  coordination 
of  the  Federal  Reserve  System  and  the  Congress,  how  would  you  have  been 
sure  that  the  move  toward  monetary  ease  would  have  had  sufficient  time  to 
free  up  the  private  sector  of  the  economy  so  that  it  could  absorb  the  restraint 
of  an  income  tax  increase  without  a  serious  risk  of  recession? 

You  could  not  be  sure,  and  you  would  have  had  to  conclude  that  imposing 
an  income  tax  ri.se  on  an  economy  stretched  rigid  by  monetary  policy  would 
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have  run  a  serious  risk  of  inflicting  damage  much  greater  than  any  of  your  other 
risks  seriously  threatened. 

Happily  that  risk  is  no  longer  present  since  the  Federal  Reserve  System  had 
already  shifted  last  fall  from  a  policy  of  rigid  restraint  to  the  direction  of  ease, 
and,  hopefully,  the  surtax  proposal  can  be  appraised  this  spring  in  the  context 
of  an  economy  long  removed  from  the  monetary  stringency  of  last  year. 


Exhibit  22. — Other  Treasury  testimony  published  in  hearings  before  congressional 
committees,  July  1,  1966- June  30,  1967 

Secretary  Fowler 

Statement  on  "The  Budget  for  1968,"  published  in  hearings  before  the  Com- 
mittee on  Appropriations: 

1.  House   of    Representatives,    90th   Congress,    1st   session,    February   7, 
1967,  pages  7-26. 

2.  Senate,   90th   Congress,    1st  session,   February   17,    1967,  pages   2-18. 
Statement  on  the  public  debt  and  recent  fiscal  and  economic  developments, 

published  in  hearings  before  the  Committee  on  Banking  and  Currency,  House  of 
Representatives,  90th  Congress,  1st  session  (meetings  with  department  and 
agency  officials),  March  13,  1967,  pages  2-17. 

Under  Secretary  Barr 

Statement  on  legislation  to  restrain  excessive  competition  for  savings,  pub- 
lished in  "Interest  Rate  and  Mortgage  Credit"  hearings  before  the  Committee 
on  Banking  and  Currency,  Senate,  89th  Congress,  2d  session,  August  4,  1966, 
pages  2-7. 

Statement  on  regulation  of  maximum  rates  of  interest  paid  on  savings,  published 
in  hearmgs  before  the  Committee  on  Banking  and  Currency,  Senate,  89th  Con- 
gress, 2d  session,  August  13,  1966,  pages  3-4. 

Statement  on  S.  5,  a  bill  to  assist  in  the  promotion  of  economic  stabilization 
by  requiring  the  disclosure  of  finance  charges  in  connection  with  the  extension 
of  credit  (Truth  in  Lending,  1967),  published  in  hearings  before  the  Subcommittee 
on  Financial  Institutions  of  the  Committee  on  Banking  and  Currency,  Senate, 
90th  Congress,  1st  session,  April  13,  1967,  pages  83-100. 


Public   Debt  and  Financial  Management 

Exhibit  23. — ^Press  Release,  September   10,    1966,  concerning  Federal  agency 
financing  and  participation  sales 

Secretary  of  the  Treasury  Fowler  announced  today  the  completion  of  a  pre- 
liminary review  of  all  potential  Federal  security  sales.  He  also  announced  decisions 
already  taken  that  will  reduce  substantially  contemplated  offerings  of  partici^ 
pation  sales  and  Federal  agency  securities  to  the  private  market  and  hold  those 
offerings  to  a  minimum  for  the  remainder  of  the  calendar  year. 

He  said  that  this  review  and  the  decisions  announced  were  taken  pursuant 
to  the  President's  message  of  Thursday,  September  8,  and  should  help  reduce 
current  pressures  on  the  naoney  market  and  on  interest  rates. 

The  Treasury's  announced  plans  will  affect  the  flow  into  the  private  market  of 
various  Federal  agency  securities  and  participation  certificates  in  pools  of  fed- 
erally owned  financial  assets  during  the  balance  of  this  calendar  year.  A  list  of 
the  agencies  covered  by  the  new  program  and  a  list  of  the  federally  owned 
financial  assets  projected  for  disposition  in  the  fiscal  year  1967  in  the  President's 
budget  message  last  January  are  attached. 

The  sale  of  participation  certificates  through  FNMA  tentatively  scheduled 
for  September  has  been  canceled  and  will  not  be  offered  at  another  time  in  this 
calendar  year.  In  addition,  further  sales  of  participation  certificates  through 
FNMA  will  be  made  into  the  private  market  during  the  remainder  of  1966  only 
if  the  market  returns  to  more  normal  conditions. 

Also,  there  will  be  no  public  offering  of  additional  participation  certificates  by 
the  Export-Import  Bank  for  the  balance  of  this  calendar  year. 

The  Treasury  also  reported  that  it  has  had  several  meetings  with  advisers 
in  the  financial  community,   and  with  officials  of  other  Government  agencies, 
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in  order  to  improve  the  design  and  marketability  of  participation  certificates, 
and  thus  reduce  their  market  impact  and  interest  cost.  A  number  of  suggestions 
are  being  scrutinized  and  some  of  these  will  be  adopted  on  the  next  occasion 
when  participation  sales  are  oflFered  to  the  market. 

With  respect  to  Federal  agency  security  issues,  it  is  planned  that,  in  the  ag- 
gregate, the  agencies  will  borrow  no  additional  money  in  the  private  market 
between  now  and  yearend.  Any  oflferings  to  the  market  will  be  confined  to  the 
amount  necessary  to  replace  existing  issues  scheduled  to  mature.  To  accomplish 
this  result,  an  intensive  effort  will  be  made  to  reduce  the  overall  new  money  needs 
of  the  Federal  credit  agencies  to  a  minimum  consistent  with  the  Nation's  eco- 
nomic well-being.  This  effort  is  in  line  with  a  Presidential  memorandum  sent  on 
September  9  to  all  Government  departments  and  Federal  credit  agencies.  A 
copy  of  the  memorandum  appears  below. 

Even  after  applying  rigid  standards,  there  is  expected  to  be  some  need  for 
additional  financing  by  Federal  credit  agencies  beyond  the  replacement  of  ma- 
turing issues.  At  least  for  the  balance  of  this  calendar  year,  it  is  planned  to 
raise  these  additional  funds,  in  the  aggregate,  through  the  sale  of  Federal  agency 
securities  to  various  Government  investment  accounts. 

The  interest  yields  available  on  these  high  quality  agency  securities  clearly 
make  these  securities  attractive  investments  for  the  trust  accounts.  Furthermore, 
such  placement  assists  the  objective  of  reducing  strains  on  capital  markets. 
Around  mid-1966  an  increased  volume  of  agency  issues  involving  considerable 
amounts  of  new  money  were  sold,  bringing  rates  of  return  in  excess  of  their 
normal  relationship  with  direct  Treasury  issues.  In  the  months  ahead,  by  pro- 
viding the  agencies'  new  money  needs  through  securities  purchases  by  the  Govern- 
ment investment  accounts,  the  type  of  pressure  experienced  earlier  this  year 
should  be  avoided. 

In  August  and  September,  it  may  be  noted,  the  Government  investment 
accounts  have  already  arranged  to  purchase  a  portion  of  the  securities  offered 
by  the  Federal  home  loan  banks,  the  Federal  National  Mortgage  Association 
(to  support  its  operations  in  the  secondary  mortgage  market),  and  the  Federal 
land  banks.  Purchases  of  these  securities  by  the  Government  investment  accounts 
totaled  $223  million. 

The  President  directed  the  Secretary  of  the  Treasury  on  September  8  to  ask 
each  Federal  credit  agency  to  present  to  the  Secretary,  for  final  review  by  the 
President,  all  proposal  for  sales  of  securities  during  the  rest  of  this  year. 

In  several  cases,  the  Secretary  of  the  Treasury  already  has  the  authority  to 
approve  the  financing  arrangements  made  by  Federal  credit  agencies.  In  those 
cases  where  the  Treasury  does  not  have  this  authority,  the  President  in  the  at- 
tached memorandum  is  asking  that  the  Treasury  and  the  Bureau  of  the  Budget 
be  consulted  in  regard  to  the  credit  agencies'  lending  programs  and  financing 
arrangements,  and  that  proposed  agency  financing  operations  in  the  market  be 
approved  by  the  President. 

A  table  attached  summarizing  "Federal  Agency  Security  Issues  and  Partici- 
~  pation  Sales"  at  6-month  intervals  beginning  with  the  fiscal  year  of  1965  provides 
some  meiisure  of  the  increasing  market  impact  of  the  sales  of  these  securities  which 
the  announced  program  is  designed  to  alleviate. 

This  table  shows  that  agency  and  participation  certificate  sales  in  the  first 
6  months  of  this  year  raised  more  than  $5  billion  in  additional  money. 

In  the  next  4  months  there  will  be  no  additional  money  raised  by  agency 
sales  in  the  market,  and  no  sales  of  participation  certificates  in  the  market  unless 
market  conditions  improve  materially. 

Memorandum  for  the  Heads  of  Departments  and   Federal  Lending 
Agencies,  September  9,  1966 

After  over  5  years  of  uninterrupted  growth  in  our  economy,  we  face  the  threat 
that  inflation  will  take  away  some  of  our  hard  won  gains.  To  the  record  level  of 
private  and  public  demands  have  been  added  the  costs  of  fulfilling  our  commit- 
ments in  Vietnam.  We  cannot  allow  these  demands  to  thwart  our  objective  of 
continued  healthy  growth,  and  we  must  not  buy  price  stability  at  the  expense  of 
a  stagnant  economy. 
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Restraint  in  private  and  public  demands  is  essential  at  this  time  or  we  may  fall 
short  in  our  objectives.  Because  we  cannot  fail  to  supply  the  needs  in  Vietnam  the 
burden  of  restraint  must  be  carried  1)}-  tlie  romaiiider  of  the  public  sector  and  by 
the  private  sector  of  our  economy. 

I  have  strongly  luged  upon  labor  and  tnaiiagement  Ihe  need  for  self-disciphne. 
At  the  Federal  level  exi)eiiditures  are  being  eliminated,  reduced,  or  postponed  on  a 
case  by  case  examination  of  all  programs  and  activities,  as  outlined  in  my  message 
to  the  Congress  of  September  8,  1966. 

Federal  credit  programs — programs  created  to  serve  legitimate  and  important 
credit  needs  of  our  economy  which  are  not  adequately  served  by  the  private  finan- 
cial markets — must  also  share  in  the  difficult  process  of  restraint.  Monetary  policy, 
as  you  know,  is  now  restrictive.  Pressures  on  the  availabihty  of  funds  are  reflected 
in  the  highest  level  of  interest  rates  hi  the  last  45  years.  A  part  of  the  enormous 
demand  for  funds,  after  being  denied  in  the  private  sector,  is  seeking  accommoda- 
tion from  Federal  credit  sources.  This  is  to  be  expected,  and  to  some  extent  the 
very  purpose  of  the  Federal  credit  programs  is  to  help  distribute  limited  resources 
more  equitably. 

But  Federal  credit  resources  cannot  be  allowed  simply  to  substitute  for  private 
resources.  To  do  this  would  undermine  the  whole  objective  of  reducing  total 
demands  on  the  capital  markets  and  pressures  on  interest  rates. 

I  am  therefore  requesting  the  head  of  each  department  and  lending  agency  to 
review  his  operations  to  assure  that  direct  loans  or  loans  insured  or  guaranteed 
by  the  agency  are  for  essential  and  nonpostponable  needs.  Each  loan  should  be 
examined  in  terms  of  whether  it  promotes  present  national  objectives  and  not 
just  in  terms  of  whether  the  loan  is  a  sound  loan.  Heads  of  agencies  that  help 
finance  private  credit  institutions  should  examine  policies  and  operations  with  a 
view  to  reducing  the  need  for  the  agency  borrowings  in  the  capital  markets  and 
minimizing  the  need  for  borrowing  from  the  Treasury.  Essential  credit  needs  will 
have  to  be  met,  but  the  objective  should  be  a  sizable  net  reduction  in  demands 
upon  credit  markets. 

I  am  further  requesting  agency  heads  to  present  their  reviews  and  reduced 
schedule  of  needs  to  the  Secretary  of  the  Treasury  and  the  Director  of  the  Bureau 
of  the  Budget  to  insure  a  coordination  of  the  programs  and  a  reduction  in  credit 
demands. 

Lyndon  B.  Johnson. 

List  of  Departments  and  Federal  Agencies  with  Lending  and  Borrowing 
Activities  Covered  by  New  Program 


Agriculture 

Commerce 

Defense 


departments 

Health,  Education,  and  Welfare 
Housing  and  Urban  Development 
Interior 

agencies 

Export-Import  Bank  of  Washington 
Farm  Credit  Administration 
Federal  Deposit  Insurance  Corporation 
Federal  Home  Loan  Bank  Board 
General  Services  Administration 
Interstate  Commerce  Commission 
National  Capital  Planning  Commission 
Office  of  Economic  Opportunity 
Small  Business  Administration 
Tennessee  Valley  Authority 
Veterans'  Administration 


Labor 

State 
Treasury 


277-468—68- 


-1(7 
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Federally   owned  financial  assets   projected  in  the   President's   budget  message   in 
January  for  disposition  by  participation  sales  in  the  fiscal  year  1967 

[In  niiUions^of  dollars] 

Farmers  lloaic  Adiniuistration 600 

HEW:  Office  of  Education - .- 100 

Federal  National  Mortgage  Association , 520 

Federal  Housing  Administration 

Public  housing  program 

College  housing  loans 820 

Public  facility  loans SO 

Veterans'  Administration: 

Direct  loan  revolving  fund 1S4 

Loan  guarantee  revolving  fund 106 

Export-Import  Bank 975 

Small  Business  Administration.-, S.'O 

Total 4,205 

Federal  agency  security  issues  and  participation  sales 
[In  millions  of  dollars] 


Total 
offerings 


Maturities  •     Additional 
money  ^ 


FISCAL  YEAR   1965 

July  to  December  1964: 

Agency  securities 4,629 

Participation  sales 750 

Total 5,379 

January  to  June  1965: 

Agency  securities 5,461 

Participation  sales 

Total 5,461 

FISCAL  YEAR  1966 

July  to  December  1965: 

Agency  securities 5,623 

Participation  sales 900 

Total 6.523 

January  to  June  1966: 

Agency  securities 8,643 

Participation  sales 1,700 

Total 10,343 

FISCAL  YEAR   1967 

July  to  August  1966: 

Agency  securities 2,928 

Participation  sales 

Total 2,928 

September  to  December  1966: 

Agency  securities u-a. 

Participation  sales n.a. 

Total n.a. 


4,539 
86 

261 
664 

4,625 

925 

4,456 
168 

1,334 

-168 

4,624 

1,166 

4,856 
325 

724 
575 

5,181 

1,299 

5,901 
103 

3,476 
1,598 

6,004 

5,074 

2,000 


4,196 
333 


'582 


8  493 


n.a. 
n.a. 


4,529 


'  Includes  "puts"  and  redemptions  prior  to  maturity. 

2  Includes  short-term  financing  by  FNMA  and  TVA  not  shown  separately:  on  a  net  basis  these  amounted 
to  $172  million  July-December  1964,  $329  million  January-Juno  1965, —$44  million  July-December  1965, 
$734  million  January-June  1966,  and  —$206  million  July-August  1966. 

3  In  addition  $140  million  was  taken  by  Federal  trust  funds, 
n.a.  Not  available. 


EXHIBITS  229 

Exhibit  24.— Report  by  Secretary  Fowier  to  the  Congress,  November  24,  1966,  on 
the  feasibility,  advantages,  and  disadvantages  of  direct  loan  programs  compared 
to  guaranteed  or  insured  loan  programs 

LETTER  OF  TRANSMITTAL 

The  Secretary  of  the  Treasury, 

Washington,  November  24,  1966. 
Hon.  Hubert  H.  Humphrey, 
President  of  the  Senate,  Washington,  D.C. 

Dear  Mr.  President:  I  am  transmitting  herewith  my  report  to  the  Congress, 
pvirsuant  to  section  8  of  the  Participation  Sales  Act  of  1966  (Public  Law  89-429, 
May  24,  1966),  on  the  feasibility,  advantages,  and  disadvantages  of  direct  loan 
programs  compared  to  guaranteed  or  insured  loan  programs. 

Federal  credit  programs  have  rapidly  increased  in  size,  complexity,  and  scope 
in  the  two  decades  since  the  end  of  World  War  II,  but  most  of  this  growth  has 
been  in  guaranteed  or  insured  loans  rather  than  in  direct  loans.  In  the  first  decade 
immediately  after  World  War  II,  the  expansion  of  Federal  credit  programs  was 
especially  marked  in  relation  to  the  general  expansion  of  the  economy.  Since 
1956,  however,  their  growth  has  roughly  paralleled  the  growth  of  the  economy 
and  the  increase  in  the  use  of  credit  in  all  economic  sectors.  This  growth  has 
been  accompanied  by  an  increase  in  the  number  and  variety  of  financial  institu- 
tions and  the  development  of  more  sophisticated  financing  techniques. 

Outstanding  direct  Federal  loans,  which  are  largely  financed  through  the 
Treasury,  now  total  about  $33  billion,  compared  to  $5  billion  at  the  end  of  1946. 
Outstanding  guaranteed  and  insured  loans,  which  add  to  the  contingent  liabilities 
of  the  Government  but  do  not  require  direct  Treasury  financing,  have  increased 
from  about  $8  billion  to  around  $100  billion  in  the  same  period.  On  June  30, 
1965,  about  10.4  percent  of  the  outstanding  gross  private  domestic  debt  rep- 
resented direct  Federal  loans  or  private  loans  guaranteed  or  insured  by  Federal 
credit  agencies;  this  figure  was  below  the  12  percent  figure  for  June  30,  1955.  On 
the  other  hand,  in  the  same  period  the  share  of  State  and  local  government  bor- 
rowings directly  or  indirectly  financed  by  Federal  credit  agencies  increased  from. 
6.8  percent  to  8.3  percent. 

While  there  has  been  relatively  less  reliance  on  direct  Treasury  financing  of 
Federal  credit  programs  in  recent  years,  the  continuing  growth  of  these  programs 
not  only  has  consequences  for  Treasury  debt  management  but  also  affects  the 
general  performance  of  the  financial  markets  and  the  economy  at  large.  Because 
of  the  Department's  financial  responsibilities  to  the  President,  to  the  Congress, 
and  to  the  public,  there  must  be  a  continuing  Treasury  interest  in  the  policies 
governing  these  programs  and  in  their  administration. 

In  recent  years  there  have  been  three  major  studies  of  Federal  credit  pro- 
grams. 

In  1961  a  general  analysis  of  Federal  credit  programs  from  the  standpoint  of 
overall  monetary  and  financial  policy  was  included  in  the  report  of  the  private 
Commission  on  Money  and  Credit,  on  which  I  was  privileged  to  serve  until  my 
appointment  as  Under  Secretary  of  the  Treasury.  The  Commission's  report  was 
the  subject  of  hearings  by  the  Joint  Economic  Committee  of  the  Congress  in 
August  of  1961. 

In  1962,  as  an  outgrowth  of  the  Commission's  report,  an  interagency  Committee 
on  Federal  Credit  Programs,  appointed  by  President  Kennedy  and  chaired  by 
Secretary  Dillon,  made  an  intensive  review  of  the  policies  and  principles  applicable 
to  Federal  credit  programs.  As  one  of  its  major  assignments,  the  Committee 
considered  at  length  the  broad  criteria  governing  the  appropriate  choice  between 
direct  and  guaranteed  or  insured  lending  programs,  but  because  of  the  wide 
scope  of  its  review,  the  committee  did  not  attempt  a  full  exploration  of  this 
question,  nor  did  it  investigate  the  administration  of  each  program  in  great 
detail. 
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In  1963  a  staff  study  was  conducted  by  the  Subcommittee  on  Domestic  Finance 
of  the  House  Banking  and  Currency  "Committee.  This  study  in  two  volumes 
contains  much  valuable  information  on  a  program-by-program  basis  for  all 
Federal  credit  programs  active  at  that  time. 

Whether  a  Federal  credit  program  is  more  appropriately  conducted  as  a  direct 
lending  program  or  on  a  guaranteed  or  insured  loan  basis  raises  a  number  of 
difficult  questions  which  are  complicated  by  the  variety  of  purposes  for  which 
these  programs  have  been  established.  The  basic  principles  and  guidelines  appli- 
cable to  Federal  credit  programs,  which  were  set  down  by  the  Committee  on 
Federal  Credit  Programs  in  its  1962  report,  were  endorsed  by  President  Kennedy 
as  a  statement  of  administration  policies.  President  Johnson  also  affirmed  his 
support  of  these  policies  in  approving  the  issuance  of  Bureau  of  the  Budget 
Circular  No.  A-70,  February  1,  1965,  setting  out  certain  guidelines  for  Federal 
credit  program  legislation. 

Experience  gained  in  the  past  4  years  in  implementing  these  credit  program 
policies  has  demonstrated  their  validity  and  importance.  We  have  also  found, 
however,  that  the  application  of  these  general  principles  to  specific  credit  pro- 
grams must  be  carefully  considered  to  assure  that  there  is  no  interference  with 
vital  program  objectives.  At  times,  implementation  of  the  general  policies  has 
been  handicapped  by  special  statutory  provisions.  Many  of  these  problems  have 
been  given  added  urgency  at  this  time  as  we  have  attempted  to  harmonize  credit 
program  activities  with  overall  fiscal  and  financial  policy  and  the  program  of 
restraint  in  Federal  lending  activities  which  was  instituted  by  the  President  on 
September  8,  1966. 

In  this  report  I  have  not  attempted  to  repeat  all  of  the  relevant  observations 
of  the  Committee  on  Federal  Credit  Programs.  Instead,  I  have  focused  on  a 
limited  number  of  specific  questions  most  directly  relating  to  the  feasibility, 
advantages,  and  disadvantages  of  direct  loan  programs  compared  to  guaranteed 
or  insured  loan  programs.  I  have  also  attempted  to  draw  upon  actual  program 
experience  so  that  my  findings  may  be  most  helpful  to  the  Congress. 

References  in  my  report  to  specific  programs  should  not  be  construed  as  critical 
of  any  agency  or  program.  Current  Federal  credit  programs  were  established 
during  different  periods  of  war  and  peace,  prosperity  and  depression.  They  were 
established  for  various  purposes  which  have  evolved  over  time.  The  present 
structure  of  Federal  credit  programs,  therefore,  understandably  contains  some 
inconsistent  elements.  In  this  context,  the  problem  is  to  learn  what  changes  may 
be  needed  to  deal  flexibly  with  changing  program  needs  or  varying  economic 
and  financial  conditions,  to  offer  appropriate  incentives  for  maximum  private 
participation,  and  to  assure  the  most  effective  congressional  and  executive  review 
and  control. 

As  required  by  the  act,  various  questions  relating  to  the  feasibility,  advantages, 
and  disadvantages  of  direct  loan  programs  compared  to  guaranteed  or  insured 
loan  programs  were  discussed  with  the  Federal  credit  agencies.  The  Bureau  of 
the  Budget  and  the  Council  of  Economic  Advisers  have  reviewed  this  report. 
Sincerely  yours, 

Henry  H.  Fowler. 

REPORT  ON  THE  FEASIBILITY,  ADVANTAGES,  AND  DISADVANTAGES 
OF  DIRECT  LOAN  PROGRAMS  COMPARED  TO  GUARANTEED  OR 
INSURED  LOAN  PROGRAMS 

Section  I.  Introduction 

A.  Statutory  reporting  requirements 

This  report  has  been  prepared  pursuant  to  section  S  of  the  Participation  Sales 
Act  of  1966  (Public  Law  89-429,  May  24,  1966) : 

Section  8.  The  Secretary  of  the  Treasury,  in  consultation  with  heads  of  agencies 
of  the  United  States  carrying  on  direct  loan  programs,  shall  conduct  a  study,  in 
such  manner  as  he  shall  determine,  on  the  feasibility,  advantages,  and  disadvan- 
tages of  direct  loan  programs  compared  to  guaranteed  or  insured  loan  programs 
and  shall  report  his  findings  together  with  specific  legislative  proposals  to  the 
Congress  not  later  than  6  months  after  the  effective  date  of  this  act.  There  are 
authorized  to  be  appropriated  such  sums  as  necessary  for  the  purpose  of  this 
section. 
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B.  Current  credit  program  activity 

The  total  volumo  of  federally  assisted  credit  outstanding  is  expanding  at  a 
rate  of  roughly  6  percent  annually.  (See  appendix  A,  special  analysis  E — Federal 
credit  programs.  *)  Outstanding  direct  and  guaranteed  and  insured  loans  were 
estimated  in  the  January  1966  budget  to  increase  from  $124.5  billion  on  June  30, 
1965,  to  approximately  $131.7  billion  on  June  30,  1966,  and  $139.3  billion  on 
June  30,  1967.  Final  figures  for  fiscal  year  1966  and  new  estimates  for  fiscal  >cars 
1967  and  1968  will  be  contained  in  the  Januarj^  1967  budget. 

The  detailed  Treasury  Department  report  also  attached  (appendix  B')  lists 
all  direct,  guaranteed,  and  insured  loan  programs,  including  a  number  of  small 
and  liquidating  programs,  as  of  June  30,  1965.  Part  I  of  the  report  shows  the 
amounts  outstanding,  the  means  of  financing,  and  the  terms  for  each  of  the 
separate  programs  administered  by  wholly  owned  Government  enterprises.  Part 
II  of  the  report  provides  similar  information  for  Government-sponsored  enter- 
prises and  other  credit  activities.  A  similar  report  as  of  June  30,  1966,  will  be 
available  shortly  after  the  90th  Congress  convenes. 

C.  Prior  studies 

A  substantial  body  of  data  and  analysis  of  Federal  credit  programs  has  been 
assembled  over  the  past  two  decades: 

Several  major  credit  programs  were  among  the  business-type  activities  ex- 
tensively reviewed  by  the  Congress  in  1945  prior  to  the  enactment  of  the  Govern- 
ment Corporation  Control  Act  of  1945.  This  act  deals  primarily  with  the  financial 
control  of  Government  corporations  and  contains  a  requirement  for  the  prepara- 
tion of  business-type  budgets  by  all  wholly  owned  Government  corporations 
(which  has  been  extended  to  most  other  credit  programs).  It  has  contributed  to 
more  effective  congressional  and  executive  control  of  these  programs.  Other 
requirements  in  the  act  have  helped  to  improve  coordination  of  agency  security 
issues  with  Treasury  debt  management  policies. 

The  organizational  aspects  of  credit  programs  were  reviewed  by  both  the  First 
and  Second  Hoover  Commissions,  established  by  the  Congress  in  1947  and  1953. 

Since  January  1951,  credit  progi'ams  have  been  the  subject  of  special  analyses 
in  or  accompanying  the  President's  annual  budgets. 

In  1961  a  broad  analysis  of  Federal  credit  programs  from  the  standpoint  of 
overall  monetary  and  financial  policy  was  included  in  the  report  of  the  Commis- 
sion on  Money  and  Credit  sponsored  by  the  Committee  for  Economic  Develop- 
ment. Two  volumes  of  supporting  studies  dealing  with  Federal  credit  agencies  and 
programs  were  also  published. 

The  Joint  Economic  Committee  of  the  Congress  held  hearings  in  August  1961 
on  the  Report  of  the  Commission  on  Money  and  Credit. 

An  intensive  investigation  of  credit  program  policies  and  principles  w-as  con- 
ducted in  1962  by  the  Interagency  Committee  on  Federal  Credit  Programs 
appointed  by  President  Kennedy  and  chaired  by  the  Secretary  of  the  Treasury. 

In  1963  a  staff  study  was  conducted  by  the  Subcommittee  on  Domestic  Finance 
of  the  House  Banking  and  Currency  Committee.  The  study  contains  much 
valuable  information  on  a  program-by-program  basis  for  all  Federal  credit  pro- 
grams active  at  that  time. 

The  financing  of  Federal  credit  programs  was  also  given  consideration  in  the 
congressional  hearings  and  public  debate  preceding  the  enactment  of  the  Partici- 
pation Sales  Act  of  1966. 

D.  Scope  of  report 

This  report  outlines  and  discusses  the  major  considerations  which  underlie  the 
choice  between  providing  Federal  credit  assistance  through  direct  loans  and  pro- 
viding it  by  guarantees  or  insurance  of  private  loans. 

While  the  Committee  on  Federal  Credit  Programs  investigated  the  broad 
criteria  governing  the  appropriate  choice  between  direct  and  guaranteed  or  insured 
lending  progi-ams,  it  did  not  attempt  a  full  exploration  of  the  problerns  involved 
in  applying  these  criteria  nor  did  it  investigate  in  detail  the  administration  of 
each  program. 

The  Report  of  the  Committee  on  Federal  Credit  Programs  (supplemented  by 
the  related  Bureau  of  the  Budget  Circular  No.  A-70,  Feb.  1,  1965)  provides  a 
basic  statement  of  the  credit  program  policies  of  this  administration  (appendix  C). 


>  Omitted  from  this  exhibit;  for  document  reference  see  note  at  end  of  this  exhibit. 
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The  principal  focus  of  this  report  is  on  a  limited  number  of  specific  questions 
most  directly  related  to  the  feasibility,  advantages,  and  disadvantages  of  direct 
loan  progi'ams  compared  to  guaranteed  or  insured  loan  programs.  The  report 
does  not  discuss  all  of  the  issues  considered  by  the  Committee  on  Federal  Credit 
Programs,  nor  does  the  report  attempt  a  full  or  systematic  discussion  of  the  variety 
of  broad  purposes  for  which  specific  Federal  credit  programs  have  been  adopted; 
i.e.,  (1)  to  overcome  market  imperfections  and  the  lack  of  access  to  credit  markets 
by  particular  borrowers,  (2)  to  serve  as  a  buffer  for  particular  gi-oups  against 
tight  credit,  (3)  to  subsidize  particular  tj^ies  of  activities  or  borrowers,  (4)  to 
minimize  needs  of  certain  groups  of  borrowers  for  equity  financing,  and  (5)  to 
facilitate  management  to  technical  assistance.  Full  consideration  of  these  issues 
is  essential,  however,  for  developing  the  necessary  perspective  for  choosing  between 
the  direct  or  the  guaranteed  or  insured  approach  in  specific  programs. 

Section  II.  CoNCLtrsioNs 

1.  Federal  credit  programs  should  generally  be  conducted  as  guaranteed 
or  insured  loan  programs  whenever  private  lenders  are  willing  to  originate  and 
service  loans  on  a  reasonable  basis. 

2.  Federal  credit  assistance  extended  to  public  bodies,  wherever  feasible, 
should  be  in  the  form  of  direct  loans  to  avoid  Federal  guarantees  of  tax-exempt 
obligations.  Such  guarantees  result  in  excessive  Federal  revenue  losses  without 
achieving  comparable  cost  savings  for  the  borrowing  units. 

(a)  Loans  at  a  formula  interest  rate,  taking  into  account  the  value  of  the 
tax-exemption  privilege,  could  be  authorized  without  increasing  the  net  cost  to 
the  Federal  Government  of  the  credit  assistance  provided. 

(6)  Additional  subsidies,  if  required,  could  take  the  form  of  capital  or  debt 
service  grants.  The  latter  may  be  particularly  useful  when  continuing  close 
Federal  supervision  of  a  project  is  desirable. 

3.  Direct  loans  to  private  borrowers  also  may  be  most  appropriate  when  (i) 
the  services  of  private  lenders  are  not  available  on  reasonable  terms,  (ii)  extraor- 
dinary supervision  or  management  assistance  is  required  and  can  be  provided 
effectively  and  economically  by  the  Federal  agency  only  if  the  agency  also  pro- 
vides the  credit  directly,  or  (iii)  private  lenders  are  not  willing  to  make  credit 
available  even  with  Federal  guarantees  or  insurance. 

4.  To  encourage  private  participation  in  Federal  credit  programs,  interest 
rate  ceilings  on  guaranteed  and  insured  loans  should  be  determined  on  the  basis  of 
competitive  market  rates  to  the  greatest  extent  possible.  Direct  loans  should 
not  be  made  available  on  more  favorable  terms  than  the  prevailing  terms  on 
similar  guaranteed  or  insured  loans. 

5.  Subsidies,  when  appropriate,  can  be  provided  in  either  direct  or  guaranteed 
or  insured  loan  programs. 

(a)  Subsidies  can  be  provided  without  discouraging  immediate  private  par- 
ticipation in  a  guaranteed  or  insured  loan  program  by  (i)  waiver  of  insurance 
premiums,  (ii)  absorption  by  the  Government  of  the  administrative  costs  of  the 
program  agency,  or  (iii)  direct  Federal  payment  of  part  of  the  interest  or  principal. 

(b)  A  degree  of  private  participation  in  subsidy  interest  rate  programs  can 
be  accomplished  through  the  sale  of  participations  in  such  loans. 

6.  Credit  program  activities  and  related  administrative  expenses  (including 
the  cost  of  extraordinary  supervision)  should  be  reported  in  a  business-type 
budget  and  accounted  for  on  a  revolving  fund  basis  to  identify  the  relevant 
costs  incurred  by  the  Government. 

(a)  Interest  should  be  payable  to  the  Treasury  on  the  Federal  investment 
as  a  business  expense.  The  rate  of  such  interest  should  be  calculated  on  the  basis 
of  the  current  cost  to  the  Federal  Government  for  new  borrowing  for  periods 
comparable  to  the  average  maturity  of  the  loans  made  under  the  program. 

(b)  However  provided,  the  amount  of  any  subsidies  in  a  program,  such  as 
below  market  interest  rates,  interest  forgiveness,  et  cetera,  should  be  identified 
on  the  books  of  the  agency  and  included  in  the  cost  of  the  program  to  the  Federal 
Government. 

7.  The  effectiveness  of  loan  guarantee  and  insurance  programs  could  be  in- 
creased by  various  technical  changes  in  these  programs. 

(a)  Program  effectiveness  could  be  enhanced  by  (i)  more  flexible  authority 
to  establish  ceiling  interest  rates  for  guaranteed  or  insured  loans,  (ii)  discretion 
to  establish  guarantee  and  insurance  fee  schedules  which  will  encourage  private 
lenders  to  assume  a  part  of  the  loan  risk,  and  (iii)  authority  to  alter  the  terms 
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of  guarantee  or  insurance  agreements  and  down  payment  and  repayment  re- 
quirements within  statutory  limitations  in  accordance  with  program  needs  and 
clianging  credit  conditions. 

(b)  Advance  provision  of  new  obligational  authority  to  meet  contingencies 
arising  from  actual  defaults  would  enhance  the  market  acceptability  of  Federal 
agency  guarantees  and  insurance.  Such  additional  authority  could  be  limited 
to  avoid  unintended  provisions  of  additional  loan  funds. 

8.  The  use  of  participation  certificates  to  help  finance  additional  types  of 
Federal  credit  activities  should  be  explored.  The  possible  establishment  of  a 
Federal  credit  management  corporation,  to  build  on  the  experience  of  partici- 
pation sales  through  the  Federal  National  Mortgage  Association  and  further 
coordinate  Federal  credit  activities,  should  also  be  studied. 

Section  III.   General  Findings 

1.  The  three  essential  functions  performed  in  any  lending  operation,  public  or 
private,  are:  (i)  Loan  origination  and  servicing,  (ii)  financing,  and  (Hi)  risk  bearing. 

For  the  great  bulk  of  the  credit  operations  of  our  economic  system  all  three 
of  these  functions  are  performed  by  private  institutions.  Frequently,  however, 
the  origination  and  servicing  fimction  is  performed  by  one  private  institution, 
such  as  a  mortgage  banker,  while  the  financing  and  risk  bearing  is  provided  by 
another,  such  as  a  life  insurance  company. 

Almost  90  percent  of  the  estimated  gross  private  domestic  debt  of  $935  billion 
outstanding  on  June  30,  1965,  represented  loans  from  private  lenders  without 
benefit  of  Federal  guarantees  or  insurance.  Direct  Government  loans  and  guar- 
antees of  private  loans  to  domestic  private  borrowers  accounted  for  about  10 
percent.  Federal  assistance  to  domestic  borrowers  was  concentrated  primarily 
in  the  fields  of  housing  credit  and  agricultural  credit. 

2.  In  most  Federal  direct  loan  programs,  all  three  lending  functions  are  performed, 
at  least  initially,  by  a  Government  agency. 

For  example,  the  Rural  Electrification  Administration  provides  the  necessary 
administrative  services  involved  in  loan  origination  and  servicing,  including 
appraisals,  inspections,  supervision  of  the  borrower,  and  collections;  it  obtains 
loan  funds  from  the  Treasury;  and  it  assumes  the  loan  risk. 

3.  In  the  major  guaranteed  and  insured  loan  programs,  the  Federal  Government 
performs  only  one  of  the  lending  functions,  namely,  the  assumption  of  all  or  part 
of  the  loan  risk. 

Thus,  in  the  regular  FHA  loan  insurance  and  VA  loan  guarantee  programs, 
the  Government  assumes  almost  all  of  the  risk,  but  the  loan  funds  are  provided 
by  private  lending  institutions  and  the  origination  and  servicing  function  is  also 
largely  performed  by  private  institutions  (although  both  FHA  and  VA  conduct 
inspections  and  appraisals). 

4.  The  sharp  distinction  between  the  role  of  the  Federal  Government  in  direct  loans 
and  its  role  in  guaranteed  or  insured  loan  programs  has  been  disappearing  over  the 
past  decade  or  so,  as  many  new  techniques  have  modified  the  types  of  participation  by 
the  Federal  Government  and  by  private  lenders. 

Three  major  examples  illustrate  these  developments: 

(a)  In  certain  FHA-insured  loan  programs  supported  by  the  special  assistance 
functions  of  FN  MA,  when  loans  are  made  with  immediate  Government  purchase 
commitments,  private  lenders  often  only  temporarily  provide  the  loan  funds. 
In  these  cases,  the  Government  both  assumes  the  risk  and  provides  the  loan 
funds.  The  private  lender,  in  effect,  serves  only  as  the  loan  originating  and  serv- 
icing agent  for  the  Federal  agency. 

(6)  Most  of  the  insured  loans  of  the  Farmers  Home  Administration  are,  in 
fact,  originated  and  serviced  by  the  Federal  agency,  rather  than  by  a  private 
lender.  Moreover,  much  of  the  financing  for  these  loans  has  been  provided  by 
large  urban  financial  institutions  having  no  direct  contact  with  the  rural  borrowers. 
In  effect,  therefore,  the  Farmers  Home  Administration  has  conducted  its  insured 
loan  programs  mainly  as  direct  loan  programs  financed  by  reselling  loans  in 
packages  to  large  investors.  It  originates  and  services  the  loans,  agrees  to  repur- 
chase them  after  a  specified  holding  period,  and  guarantees  the  private  investor 
against  any  loss  arising  from  loan  defaults. 

(c)  As  one  of  several  examples,  the  college  housing  loans,  although  made  and 
serviced  directly  by  the  Department  of  Housing  and  Urban  Development,  can 
now  be  sold  to  private  lenders  on  a  guaranteed  basis  through  issuance  of  partici- 
pation certificates  by  the  Federal   National   Mortgage   Association  as  trustee. 
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The  loan  origination  and  servicing  function  performed  by  the  Farmers  Home 
Administration  in  its  insured  loan  programs  and  by  the  Department  of  Housing 
and  Urban  Development  in  the  direct  college  housing  loan  program  may  thus  be 
essentially  the  same,  and  similar  to  that  performed  by  a  private  mortgage  banker. 

5.  While  several  guaranteed  or  insured  loan  programs  have  significant  elements  of 
coinstirance,  the  Federal  Government  hears  the  full  credit  risk  in  many  programs. 

Three  types  of  situations  can  be  identified: 

(a)  Most  insurance  programs  of  the  Federal  Housing  Administration — 
including  all  proj^erty  improvement  insurance  and  mortgage  insurance  for  the 
basic  single  family  and  multifamily  mortgages — involve  significant  risk  of  loss 
to  the  lender,  although  the  risk  is  only  a  small  fraction  of  the  risk  entailed  in  an 
uninsured  loan.  Similarly,  guarantees  and  insurance  by  the  Veterans'  Adminis- 
tration, the  Export-Import  Bank,  the  Small  Business  Administration  and  various 
smaller  programs  involve  some  coinsurance. 

(6)  Loans  insured  by  the  Farmers  Home  Administration  or  guaranteed  by  the 
Commodity  Credit  Corporation  and  loans  backed  by  pledges  of  public  housing 
contributions  or  urban  renewal  refinancing  entail  no  risk  whatever  for  the  private 
lender. 

(c)  In  at  least  three  programs— ship  mortgage  insurance,  AID  guarantees  of 
Latin  American  housing  loans,  and  certain  newer  insvu'ance  programs  of  the  Federal 
Housing  Administration — the  degree  of  risk-sharing  has  been  reduced  or  removed 
as  the  programs  have  developed  primarily  because  private  lenders  proved  un- 
willing to  assume  a  portion  of  the  loan  risk  on  terms  acceptable  to  the  Federal 
Government.  Also,  the  Federal  Housing  Administration  has  in  recent  years  been 
authorized  in  some  of  its  programs  to  absorb  foreclosure  costs,  to  permit  insured 
lenders  to  assign  defaulted  mortgages  to  FHA  rather  than  carry  out  default 
proceedings,  to  make  payments  on  defaulted  mortgages  in  cash  rather  than  in 
the  low  interest  FHA  debentures,  and  to  accept  debentures  issued  under  certain 
FHA  programs  for  payment  of  insurance  premiums  under  other  FHA  programs. 

6.  There  is  no  essential  difference  between  the  Government's  exposure  to  loss  in 
a  fully  guaranteed  or  insured  loan  program  and  its  risk  in  a  direct  loan  program. 

When  the  Government  fully  guarantees  or  insures  a  loan,  the  Government 
lends  its  credit  standing  to  a  borrow^er  so  that  he  can  borrow  directly  from  a  private 
lender.  In  a  direct  loan  program  the  Government  itself  may  borrow  from  private 
lenders  by  issuing  Treasury  securities  to  finance  loans  to  private  borrowers.  In 
cither  case,  the  ultimate  security  is  provided  by  the  Federal  Government  and  is 
based  on  the  taxing  power.  In  considering  the  security  of  funds,  the  investor  in 
fully  guaranteed  or  insured  loans  is  likel.y  to  concern  himself  more  with  the 
procedure,  timing,  and  other  mechanics  of  the  Federal  guarantee  or  insurance 
than  with  the  purpose  of  the  loan  or  the  credit  worthiness  of  the  private  borrower 
being  assisted. 

7.  When  subsidies  are  necessary,  they  can  be  provided  either  for  direct  loans  or 
insured  loans,  or  both. 

There  are  two  prime  examples  of  such  subsidies  long  made  available  in  con- 
junction with  both  direct  loans  and  guaranteed  loans: 

(a)  Under  long-term  contracts  made  with  local  public  housing  authorities, 
the  Federal  Government  provides  annual  contributions  up  to  the  amount  of  the 
debt  service  on  either  direct  or  guaranteed  loans  made  to  finance  low-rent  public 
housing  projects. 

(b)  Capital  grants  provided  for  local  urban  renewal  authorities  up  to  two- 
thirds  or  three-fourths  of  the  net  project  cost  are  to  help  defray  costs  of  projects 
financed  with  either  direct  or  guaranteed  loans. 

In  the  past  the  provision  of  subsidies  through  submarket  interest  rates  has 
been  confined  largely  to  direct  loan  programs.  However,  the  authority  provided 
in  1965  for  payment  by  the  Office  of  Education  of  a  substantial  portion  of  the 
interest  charged  by  private  lenders  on  guaranteed  student  loans  has  demonstrated 
that  this  type'of  sul)sidy  also  can  be  provided  for  both  direct  loans  and  guaranteed 
or  insured  loans.  Moreover,  under  the  Participation  Sales  Act  of  l'J66,  direct 
loans  bearing  subsidy  rates  of  interest  can  be  sold  to  private  lenders  by  offering 
guaranteed  certificates  of  participation  in  such  loans  supported  by  supplemental 
appropriations  sufficient  to  provide    f  market  rate  of  return  to  the  investor. 

In  each  of  these  cases  the  Federal  Government  assumes  most  or  all  of  the  loan 
risk,  as  well  as  providing  substantial  subsidies,  but  the  financing  is  either  immedi- 
ately or  ultimately  provided  by  private  lendens. 

8.  A  secondary  market  operation,  such  as  that  of  the  Federal  National  Mortgage 
Association  (and  to  some  extent  the  Farmers  Home  Administration  and  the  Export- 
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Import  Bank),  may  enhance  liquidity  or  itnprove  the  geographical  mobility  of  in- 
vestment funds,  mth  the  originating  lender  conlinuing  to  service  the  loan  and  perhaps 
retaining  part  of  Ihe  loan. 

ExperieiUHi  with  sccoudmy  iii;irkc(,  upcralious  may  demonstrate  the  further 
feasibihty  of  mvohiiiR  pri\:ite  leii(U>rs,  l)()Mi  as  sources  of  funds  and  as  loan 
servicniR  agents,  m  loans  whieli  havt^  liithcrlo  l)cen  financed  and  serviced  by  the 
Federal  Ciovernment.  FN  MA  has  also  gained  considerable  experience  in  special 
assistance  financini;-  of  subsidized  loans  originated  and  serviced  by  private  lenders 
and  may  develop  improved  marketing  techniques  through  its  management  and 
liquidating  functions  under  the  Participation  Sales  Act  of  1966. 

9.  Close  contact  uilh  the  borrower  and  surveillance  over  his  operations,  including 
his  use  of  the  borrowed  funds,  may  be  required  under  either  direct  or  guaranteed  loan 
programs. 

Some  of  the  Farmers  Home  Administration  programs  involve  detailed  and 
intensive  Federal  technical  assistance  to  the  borrower,  such  as  farm  management 
advice,  which  is  intended  to  make  the  borrower  better  able  to  manage  his  own 
affairs.  Similar  technical  assistance  may  be  provided  by  the  Small  Business 
Administration,  the  Office  of  Economic  Opportunity,  and  the  Economic  De- 
velopment Administration,  particularly  to  very  small  and  inexperienced  business 
borrowers. 

The  need  to  provide  management  assistance  may  initially  require  use  of  direct 
loans.  However,  if  the  need  for  extraordinary  surveillance,  including  management 
assistance,  is  temporary,  there  may  be  advantages  in  involving  a  private  lender 
at  an  early  point — especially  if  the  borrower  will  be  required  to  refinance  privately 
when  his  circumstances  have  improved,  as  under  the  stated  policy  for  Farmers 
Home  Administration  loans.  Moreover,  the  provision  of  technical  assistance  by 
the  Federal  agency  is  often  possible  even  when  the  loan  is  privately  originated 
and  serviced. 

10.  In  some  instances  there  may  be  need  to  improve  the  market  acceptability  of 
Federal  loan  guarantees  and  insurance. 

In  some  programs  cumbersome  guarantee  procedures  tend  to  discourage  private 
participation.  The  possibility  that  funds  will  not  be  available  without  further 
congressional  action  to  make  guarantee  or  insurance  payments  in  the  event  of 
default  can  also  handicap  the  acceptability  of  the  program.  The  market  may  be 
unfavorable  for  a  guarantee  that  rests,  in  the  investor's  eyes,  upon  the  maintenance 
of  adequate  reserves  in  the  particular  program. 

The  Attorney  General  has  ruled  in  several  instances  that  in  the  absence  of 
statutory  provisions  to  the  contrary,  a  guarantee  by  a  Federal  agency  contracted 
pursuant  to  a  congressional  grant  of  authority  is  an  obligation  fully  binding  on 
the  United  States,  whether  or  not  a  source  of  funds  for  fulfillment  of  the  guarantee 
obligation  has  been  specified.  The  advance  provision  of  new  obligational  authority 
to  assure  the  ability  of  a  guaranteeing  or  insuring  agency  to  make  timely  payments 
would,  therefore,  not  necessarily  enlarge  the  ultimate  liability  of  the  Federal 
Government.  The  provision  of  such  authority  would  increase  the  acceptability 
of  Federal  loan  guarantees  and  insurance  and  reduce  the  cost  of  carrying  the 
program  forward.  Such  authority,  if  accompanied  by  rescission  of  funds  now 
reserved  to  meet  guarantee  liabilities,  would  not  lead  to  an  unintended  release  of 
funds  not  previously  available  for  lending  purposes. 

11.  In  the  past  2  years  fixed  or  relatively  inflexible  statutory  interest  rates  have 
been  established  in  a  number  of  direct  loan  programs.  These  include  loans  for  urban 
rehabilitation,  housing  for  the  elderly  and  handicapped,  multifamily  housing  for 
moderate  income  families,  college  housing,  academic  facilities,  and  small  reclamation 
projects.  In  all  cases  the  rates  are  well  below  market  rates  of  interest. 

Such  fixed  statutory  interest  rates  insulate  the  programs  from  market  influences. 
In  addition,  they  limit  the  possibility  of  converting  such  direct  loans  to  an  insured 
or  guaranteed  basis  to  periods  when  market  rates  are  unusually  low,  or  to  the 
sale  of  guaranteed  certificates  of  iDarticipations  in  a  pool  of  loans  which  the 
Government  subsidizes  and  continues  to  service.  Thus,  the  full  participation  of 
private  lenders  in  credit  programs  is  frustrated.  In  the  case  of  college  housing 
loans,  for  example,  enactment  of  a  3-percent  ceiling  has  greatly  increased  the 
demand  for  direct  loans,  especially  by  public  institutions  which  formerly  could 
borrow  through  tax-exempt  issues  at  rates  below  the  Federal  lending  rate,  but 
more  recently  have  found  it  advantageous  to  use  the  Government  program  at 
the  3-percent  rate.  This  has  limited  private  participation  and  adversely  affected 
the  total  supply  of  credit  for  college  housing. 


236   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

12.  Unrealistically  low  interest  ceilings  on  guaranteed  and  insured  loan  programs 
likewise  can  lead  to  pressure  for  unnecessary  direct  Federal  lending  because  of  the 
unavailability  of  guaranteed  or  insured  loans. 

One  of  the  principal  obstacles  to  the  conversion  of  a  direct  loan  program  to  a 
guaranteed  or  insured  basis  can  be  a  rate  of  interest  for  direct  loans  below  pre- 
vailing market  rates  of  interest  for  comi)arable  private  loans.  In  addition,  un- 
realistic ceiling  rates  of  interest  have  reduced  the  availability  of  private  credit 
in  some  guaranteed  or  insured  loan  programs  so  that  these  programs  have  been, 
in  effect,  converted  to  a  direct  loan  basis.  Examples  are  loans  of  the  Farmers 
Home  Administration  and  FNMA  special  assistance  programs. 

This  problem  can  be  avoided  if  equivalent  terms  are  provided  in  guaranteed 
or  insured  loan  programs,  and  in  any  matching  direct  loan  programs.  The  purpose 
of  the  direct  loan  program  would  be  to  meet  the  problems  of  an  unavailability 
of  private  financing  because  of  credit  restraints,  lack  of  origination  and  servicing 
facilities,  or  other  reasons  and  providing  credit  assistance  to  public  bodies  in  a 
manner  which  would  not  result  in  Federal  guarantees  of  tax-exempt  obligations. 

13.  Federal  guarantees  of  tax-exempt  obligations  are  inefficient  and  costly  as 
means  of  providing  financial  assistance  to  State  and  local  public  bodies. 

Federal  guarantees  encourage  the  issuance  of  tax-exempt  obligations  and  thus 
add  to  the  total  volume  of  such  issues.  The  tax  revenue  lost  by  the  Federal 
Government  as  a  result  of  the  tax  exemption  of  interest  on  State  and  municipal 
obligations  is  only  partly  reflected  in  lower  borrowing  costs  for  the  State  and 
local  governments.  Much  of  the  benefit  from  tax  exemption,  which  was  intended 
to  assist  local  public  bodies,  accrues  to  the  private  investors — especially  high- 
income  investors — resulting  in  unnecessary  increases  in  program  costs  to  the 
Federal  and  local  governments. 

14.  When  the  accounting  for  a  program  fails  to  disclose  the  full  Federal  costs  of 
the  program.,  congressional  and  Executive  appraisals  and  decisions  on  program  levels 
may  be  handicapped. 

Many  direct  loan  programs — examples  would  be  REA  and  college  housing — 
involve  substantial  costs  that  are  not  explicitly  identified  and  disclosed,  since 
funds  are  made  available  to  the  lending  agencies  from  Treasury  at  a  rate  of 
interest  substantially  below  the  Treasury's  own  borrowing  costs.  On  the  other 
hand,  the  Participation  Sales  Act  of  1966  provides  for  full  disclosure  of  costs 
by  requiring  the  appropriation  of  supplementary  amounts, 

15.  The  choice  between  the  direct  and  guaranteed  or  insured  loan  techniques  is 
most  appropriately  determined  by  whether  one  technique  better  serves  the  particular 
program  objectives  and  better  meets  overall  budgetary  and  financial  objectives — 
that  is,  by  benefit-cost  comparisons,  rather  than  exclusively  by  the  willingness  of 
private  lenders  to  assume  a  part  of  the  loan  risk. 

If  private  lending  institutions  can  perform  a  useful  function  on  terms  ad- 
vantageous to  the  borrower  or  the  Federal  Government,  maximum  private 
lender  involvement  is  desirable  in  programs  requiring  Federal  assistance.  More- 
over, since  private  credit  institutions  are  an  integral  part  of  the  private  enter- 
prise economy  and  account  for  the  bulk  of  credit  extensions,  there  should  be 
a  presumption  in  favor  of  guaranteed  or  insured  loan  programs  compared  to 
direct  loan  programs. 

16.  Reduction  in  budget  expenditures  and  other  savings  in  Federal  costs  may 
result  from  wider  use  of  loan  guarantees  and  insurance  in  preference  to  direct  Federal 
lending. 

The  relevant  costs  in  each  situation  require  detailed  examination.  Unless 
proper  accounting  records  are  maintained,  total  budgetary  costs  may  be  difficult 
to  identify.  Direct  lending  programs  may  require  a  higher  level  of  Federal  em- 
ployment per  dollar  of  credit  provided  than  guaranteed  or  insured  loan  programs. 
Other  costs  may  include  a  dilution  of  effective  executive  management,  demands 
on  the  Federal  Government  that  could  be  met  through  the  private  market, 
and  failures  to  accomplish  improvements  in  the  private  market  that  would 
reduce  the  need  for  Federal  involvement.  On  the  other  hand,  guaranteed  or 
insured  loan  programs  may  involve  duplication  of  Federal  and  private  efforts 
and  lead  to  greater  overall  costs  for  the  economy. 

17.  The  extent  and  methods  of  control  over  the  level  of  guaranteed  and  insured 
loan  programs  need  further  review. 

Budgetary  control  over  nonsubsidized  guaranteed  and  insured  loan  programs 
may  not  always  be  appropriate.  The  real  control  problem  in  such  cases  is  more 
largely  one  of  allocating  resources.  If  Federal  credit  assistance  is  effective,  it 
tends  to  shift  resources  to  the  favored  uses.  Moreover,  excessive  reliance  on 
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insurance  or  guarantees  of  private  loans  could,  in  the  long  run,  have  adverse 
effects  on  the  viability  of  private  financing  institutions. 

18.  //  it  is  desirable  or  essential  to  retain  a  high  degree  of  Federal  control  over 
the  making  of  individual  loans,  or  if  the  services  of  private  lenders  are  not  available 
or  likely  to  become  available  on  reasonable  terms  in  certain  areas  or  for  certain  types 
of  loans,  it  would  seem  more  appropriate  for  the  Federal  Government  to  make  and 
service  the  loans  directly  and  to  obtain  the  funds  in  the  most  economic  manner. 

In  at  least  some  foreign-aid  programs,  foreign  policy  considerations,  the  cost 
of  securing  American  investor  participation,  and  the  inadequacy  of  servicing 
facilities  indicate  that  the  loans  should  be  made  and  serviced  by  the  Federal 
Government  and  financed  by  borrowing  from  the  Treasury.  In  certain  other 
programs  that  are  now  on  a  direct  basis — for  example,  college  housing,  academic 
facilities,  and  Farmers  Home  Administration  loans — it  may  be  more  appropriate 
to  seek  the  participation  of  private  lenders  as  agents  to  perform  the  loan  origina- 
tion and  servicing  function  and  as  sources  of  loan  funds.  In  still  other  instances, 
if  private  lenders  are  not  currently  willing  to  originate  and  service  loans,  it  may 
be  most  appropriate  to  refinance  direct  loans  through  participation  sales. 

Section  IV.  Characteristics  of  Direct,   Guaranteed,  and  Insured  Loan 

Programs 

In  a  direct  loan  program,  a  Federal  credit  agency  (1)  originates  and  services 
the  loans,  (2)  provides  the  financing  (at  least  initially),  and  (3)  assumes  the 
entire  risk  of  loss.  In  a  guaranteed  or  insured  loan  program,  in  contrast,  a  private 
lender  performs  the  first  two  of  these  functions  and,  depending  upon  the  specific 
loan  guarantee  or  insurance  agreement,  may  also  assume  a  part  of  the  loan  risk 
(coinsurance) . 

Federal  loan  guarantee  and  insurance  programs  vary  considerably  in  risk 
coverage  and  in  arrangements  for  financing  guarantee  or  insurance  payments 
to  the  private  lender  in  the  event  of  default.  Whenever  the  guarantee  or  insurance 
agreement  does  not  protect  the  private  lender  fully  against  loss  of  principal 
and  interest,  whenever  the  private  lender  is  not  fully  compensated  for  any  costs 
incurred  in  the  course  of  securing  payment,  or  whenever  he  is  not  certain  to  re- 
ceive timely  payment  by  the  Federal  agency,  an  element  of  coinsurance  is  present 
in  the  program. 

The  labels  on  the  programs  do  not  always  accurately  describe  their  charac- 
teristics. For  example,  while  certain  programs  of  the  Farmers  Home  Administra- 
tion are  defined  in  the  law  as  insured  loan  programs,  they  are  in  fact  more  nearly 
direct  loan  programs,  since  the  Federal  agency  directly  performs  the  loan 
origination  and  servicing  functions,  provides  the  initial  financing,  and  bears 
all  losses. 

The  wholly  owned  special  assistance  functions  of  the  Federal  National  Mort- 
gage Association  offer  take-out  commitments  to  private  lenders  who  originate 
and  service  insured  loans  under  certain  Federal  Housing  Administration  pro- 
grams. Since  private  lenders  would  not  make  some  of  these  loans  without  the 
prior  take-out  commitment,  such  loans  could  reasonably  be  classified  as  direct 
loans  in  which  private  lenders  act  as  agents  for  FNMA-SA  in  performing  the 
loan  origination  and  servicing  functions. 

On  the  other  hand,  most  of  the  loans  insured  by  the  Federal  Housing  Adminis- 
tration belong  unequivocally  in  the  "insured"  category,  since  they  are  normally 
originated,  serviced,  and  held  by  private  lenders. 

Guaranteed  versus  insured  programs 

The  words  "guaranteed"  and  "insured"  are  often  used  interchangeably  in 
describing  Federal  credit  programs.  The  characteristics  of  these  two  types  of 
programs,  however,  differ. 

Loan  insurance  programs  are  generally  intended  to  be  self-supporting.  The 
role  of  the  Federal  Government  is  ordinarily  similar  to  that  of  a  private  insurer 
who  charges  an  insurance  premium  or  fee  intended  over  the  long  run  to  cover 
expenses  and  losses  arising  from  defaults.  For  example,  the  insurance  claims 
and  expenses  under  the  regular  1-4  family  insurance  program  of  the  Federal 
Housing  Administration  are  financed  through  receipts  from  insurance  premiums 
of  one-half  of  1  percent  per  year  paid  by  the  borrowers  and  deposited  in  the 
Mutual  Mortgage  Insurance  Fund.  The  Mutual  Mortgage  Insurance  Fund 
accumulates  reserves  against  losses;  should  such  reserves  prove  inadequate, 
it  may  also  borrow  from  the  Treasury  to  pay  insurance  claims.  Any  residual 


238   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

surplus  in  the  Fund  not  required  for  general  reserves  will  ultimately  be  redis- 
tributed to  the  mortgagors  who  have  paid  the  premiums,  and  such  distributions 
have  beeii  made  periodically. 

On  the  other  hand,  in  some  "insured"  loan  programs  of  the  Farmers  Home 
Administration,  when  market  interest  rates  rose  the  initial  statutory  require- 
ment that  one-half  of  1  percent  of  the  interest  charged  the  borrower  be  retained 
in  the  Agricultural  Credit  Insurance  Fund  was  repealed  in  lieu  of  increasing  the 
interest  rate  ceiling  on  the  loans. 

A  private  insurer  is  motivated  by  the  opportunity  to  realize  a  profit  through  his 
operations  and  will  usually,  to  avoid  or  limit  the  risk  of  bankrupting  losses,  make 
provision  for  unusual  losses  by  setting  aside  substantial  amounts  of  income  into  a 
loss  reserve.  The  possibility  of  setting  premiums  on  Federal  insurance  programs 
for  the  deliberate  purpose  of  realizing  profit  has  not  been  examined,  and  the 
danger  of  bankruptcy  from  excessive  losses  is  likewise  not  as  serious  for  Federal 
agencies  as  for  private  insurers. 

In  guaranteed  loan  programs  there  may  or  may  not  be  charges,  such  as  appraisal 
charges  or  guarantee  fees,  to  the  borrower  or  lender,  and  such  charges,  if  any, 
are  not  necessarily  expected  to  be  sufficient  to  cover  losses  and  other  expenses. 
For  example,  as  a  matter  of  deliberate  public  policy,  no  guarantee  fees  are  charged 
in  the  Veterans'  Administration  guaranteed  loan  program,  and  the  program  is 
operated  on  a  basis  that  does  not  fully  cover  costs.  On  the  other  hand,  guarantee 
fees,  which  may  or  may  not  cover  total  administrative  expenses  and  losses,  are 
found  in  the  AID  Latin  American  housing  guarantee  program  and  in  the  Federal 
ship  mortgage  insurance  program. 

In  the  AID  housing  loan  guarantee  program,  the  fee  is  set  arbitrarily :  there  is 
no  reasonable  way  to  assess  the  political  risks,  and  experience  under  the  program 
has  been  inadequate  to  establish  the  business  risks.  This  program  is  intended  to 
demonstrate  better  methods  of  mortgage  financing.  Determining  the  guarantee 
fee  by  the  difference  between  yields  on  comparable  guaranteed  obligations  in  the 
United  States  and  prevailing  competitive  rates  of  interest  in  the  local  countries 
might  encourage  local  lender  participation.  Guarantee  fees  could  also  be  scaled  to 
discourage  excessive  reliance  on  a  Federal  program. 

In  the  public  housing  program,  a  full  Federal  guarantee  is  provided  the  private 
lender  through  contracts  pledging  annual  debt  service  contributions;  no  guarantee 
fee  is  charged.  Since  the  Federal  contributions  have  risen  to  exceed  90  percent  of 
interest  and  principal  due  on  local  public  housing  authority  bonds,  however,  this 
program  is  predominantly  a  subsidy  program  carried  out  by  means  of  debt  service 
grants. 

In  the  "insured"  student  loan  program,  no  premium  or  fee  is  charged,  and 
Federal  payments  cover  a  large  share  of  the  interest  nominally  payable  by  the 
student. 

Forms  of  coinsurance 

The  usual  type  of  coinsurance  in  Federal  loan  guarantee  and  insurance  pro- 
grams comes  from  providing  only  partial  coverage  of  loan  principal,  accrued 
interest,  and  costs  incurred  by  a  private  lender.  Usually  the  guarantee  or  insurance 
runs  to  each  loan,  but  in  a  few  programs  it  also  extends  to  specified  percentages 
of  the  investor's  loan  portfolio;  e.g.,  the  FHA  title  I  property  improvement  loan 
insurance  program. 

In  some  instances,  as  in  the  VA  program  in  which  the  guarantee  runs  to  the  top 
60  percent  or  $7,500  of  the  unpaid  balance,  the  coverage  for  most  loans  in  effect 
is  total  coverage.  In  other  instances,  as  in  certain  AID  guarantees,  the  initial 
coverage  may  be  partial,  but,  as  the  loan  is  reduced,  the  nonguaranteed  portion 
is  paid  off  first  by  the  borrower  and  the  coverage  becomes  total.  In  other  AID 
cases  the  guaranteed  and  nonguaranteed  portions  of  a  loan  may  be  separable; 
one  lender  obtains  a  full  guarantee  on  his  share  of  the  loan,  while  the  other  holds 
the  nonguaranteed  portion.  In  such  cases,  the  guarantee  coverage  may  run  directly 
from  the  Federal  agency  to  the  guaranteed  lender  or  through  a  private  inter- 
mediary. 

Guarantees  against  loss  of  interest  income  on  a  loan  also  vary.  In  some  cases 
there  is  a  statutory  prohibition  against  the  guarantee  of  interest  income,  but  the 
investor  may  still  have  his  return  guaranteed  by  the  Federal  Government  up 
until  the  time  of  loan  default,  since  the  nonpayment  of  interest  is  generally  re- 
garded as  an  occasion  for  default  proceedings.  Even  when  the  Federal  Government 
expressly  guarantees  the  payment  of  interest,  there  may  be  a  loss  of  interest 
income  to  the  investor  arising  from  the  mechanics  of  the  default  proceedings  or  a 
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delay  in  the  actual  payment  by  the  Federal  Government.  Thus,  the  lender  may 
be  required  to  wait  for  a  specific  period,  say  30  days  or  3  months,  before  pi-esenting 
liis  claim  or  he  may  be  required  to  institute  time-consuming  default  proceedings, 
rather  than  simply  assigning  the  defaulted  note  to  the  Federal  agency. 

Administrative  expenses  are  another  form  of  risk  which  may  be  borne  by  either 
the  Federal  Government  or  the  lender.  Such  expenses  can  be  substantial  in  default 
and  foreclosure  proceedings. 

Unccrlainty  of  timely  paymcnl 

Apart  from  explicitly  intended  coinsurance  arrangements,  a  degree  of  uncer- 
tainty is  assumed  by  private  lenders  in  programs  in  which  there  may  be  a  question 
as  to  the  immediate  availability  of  funds  to  discharge  a  Federal  agency's  guarantee 
or  insurance  liability.  This  element  of  vmcertainty  is  lacking  when  the  insuring  or 
guaranteeing  agency  has  prior  appropriations  covering  its  entire  potential  liability, 
broad  authority  to  borrow  from  the  Treasury,  or  authority  to  borrow  from  the 
Treasury  for  insurance  purposes. 

Some  uncertainty  as  to  the  timely  availability  of  funds  may  exist  when  the 
agency  supports  its  loan  insurance  or  guarantee  program  with  a  loss  reserve, 
as  does  SBA.  In  established  programs,  in  which  a  substantial  amount  of  loss  ex- 
perience has  been  developed,  private  lenders  may  be  willing  to  accept  the  re- 
maining residual  uncertainty  involved  in  the  potential  inadequacy  of  the  loss 
reserve  as  a  backstop  for  the  insurance  or  guarantees.  Even  so,  a  serious  deteriora- 
tion in  the  general  economic  situation  could  raise  questions  about  the  adequacy 
of  the  loss  reserve  and  reduce  the  acceptability  of  the  Federal  guarantee  or  in- 
surance at  a  time  when  a  stimulus  to  activity  under  the  program  is  most  desirable. 
In  new  programs  in  which  the  risks  are  untested,  moreover,  the  adequacy  of  a 
loss  reserve  may  be  more  uncertain. 

Uncertainty  as  to  timely  payments  is  greatest  when  the  insuring  or  guarantee- 
ing agency  pays  its  claims  from  annual  appropriations  or  other  limited  sources. 
For  example,  for  a  temporary  period  in  1965  the  VA  was  unable  to  make  payments 
on  its  guarantees  because  it  had  exhausted  its  spending  authorization.  This 
incident  did  not  noticeably  afifect  the  general  acceptability  of  the  VA  guarantee, 
possibly  because  of  an  underlying  confidence  in  the  program  generated  over  many 
years  of  experience.  Nonetheless,  failure  to  make  timely  payments  in  a  new 
program  could  have  a  strongly  adverse  influence  on  the  willingness  of  private 
lenders  to  accept  the  guarantee  or  insurance  offered  at  its  full  value. 

Unless  a  conscious  decision  is  made  to  introduce  coinsurance  by  providing 
for  other  than  a  cash  payment,  adequate  provision  should  be  made  to  assure  the 
ability  of  the  insuring  or  guaranteeing  agency  to  make  timely  cash  payments. 
Providing  new  obligational  authority  in  advance  to  cover  the  Federal  insurance 
or  guarantee  liability  would  not  increase  the  ultimate  liability  of  the  Govern- 
ment but  would  assure  greater  market  acceptability  of  the  guarantee  or  insurance. 
This  is  particularly  important  if  the  program  is  subsidized  since  in  subsidized 
programs  much  or  all  of  the  risk  premium  charged  by  private  lenders  may  be 
paid  ultimately  by  the  Federal  Government. 

It  also  appears  that  in  subsidized  programs  the  Federal  insurance  or  guarantee 
liability  should  be  absolute  except  for  fraud  and  not  contingent  upon  any  specific 
performance.  The  services  of  insured  lenders  related  to  acquisition  of  title  of  the 
collateral  could  be  obtained  on  a  reimbursable  basis  rather  than  as  a  condition 
of  the  guarantee. 

Lender  liquidity 

In  most  Federal  guarantee  or  insurance  programs  the  insured  lender  has  no 
recourse  to  the  Federal  Government  except  in  the  event  of  default.  However, 
repurchase  options,  or  "puts,"  are  offered  regularly  under  the  Farmers  Home 
Administration  insured  loan  program  and  the  Export-Import  Bank  program  of 
guaranteed  participation  certificates.  In  the  latter  case  a  "call"  option  is  used 
to  protect  the  agency's  interests.  In  the  Farmers  Home  Administration  program 
the  rise  in  interest  rates  has  substantially  reduced  the  attractiveness  of  automatic 
extension  as  a  hedge  for  the  purchaser,  since  the  automatic  extension  would  be 
at  rates  below  presently  prevailing  market  rates  of  interest.  Obligations  with 
"puts"  have,  therefore,  become  essentially  short-term  obligations.  Liquidity 
guarantees  have  also  in  the  past  been  offered  in  various  forms  by  the  Small 
Business  Administration  and  by  the  defense  production  loan  guarantee  program. 

With  the  foregoing  exceptions  Federal  credit  programs  have  generally  avoided 
offering  "puts."  The  problems  encountered  during  the  past  year  indicate  the 
wisdom  of  avoiding  this  type  of  guarantee. 
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Income  guarantees 

Under  some  programs  the  insured  lender  is  provided  a  partial  guarantee  of 
continued  investment  income;  that  is,  he  may  be  protected  against  some  types 
of  early  prepayment  which  might  be  regarded  as  undesirable,  particularly  in  a 
period  of  declining  interest  rates,  either  because  of  institutional  reasons  or 
because  of  the  need  to  reinvest  at  frequent  intervals,  or  short  notice,  or  in  small 
amounts.  Complete  assurance  of  continued  investment  income  is  provided  under 
the  participation  sales  program  through  substitution  of  collateral  and  other 
arrangements,  including  advance  appropriations,  to  provide  for  the  regular 
payment  of  interest  and  repayment  of  principal  regardless  of  defaults  or  in- 
adequate income  from  the  underlying  loans  in  the  pool. 

Insurance  or  guarantee  fees 

The  Committee  on  Federal  Credit  Programs  suggested  that  private  lenders 
should  be  encouraged  to  assume  a  larger  share  of  the  loan  risk  by  providing  a 
sliding  scale  of  insurance  or  guarantee  fees.  Considerable  success  has  been  achieved 
in  the  defense  production  loan  guarantee  program  in  which  a  sharply  graduated 
schedule  of  guarantee  fees  is  provided.  Efforts  along  these  lines  in  various  SBA 
programs  have  thus  far  been  less  successful. 

Lack  of  success  in  encouraging  a  larger  private  assumption  of  risk  can  result 
from  unrealistically  low  ceilings  on  guarantee  or  insurance  fees,  since  they  cannot 
be  varied  enough  to  provide  an  adequate  incentive  to  the  lender  for  taking  more 
risk.  If  fees  are  low  in  terms  of  the  prevailing  market  assessment  of  the  risks  in 
similar  but  uninsured  or  nonguaranteed  loans,  borrowers  able  to  secure  insured 
or  guaranteed  loans — even  in  programs  designed  primarily  to  close  a  credit  gap 
in  which  there  is  little  or  no  intended  element  of  subsidy — secure  a  subsidized 
interest  rate,  although  not  necessarily  at  an  out-of-pocket  cost  to  the  Federal 
Government.  Thus,  if  the  governing  statute  limits  the  guarantee  or  insurance 
fee,  the  administering  Federal  agency  may  be  faced  with  a  serious  dilemma  in 
encouraging  private  participation.  In  addition,  a  subsidized  fee  or  rate  will  tend 
to  cause  borrowers  to  prefer  insured  or  guaranteed  loans,  even  if  credit  is  else- 
where available  on  reasonable  terms.  The  result  is  an  unnecessary  expansion  of 
Federal  intervention  in  the  credit  markets. 

In  part,  inadequate  guarantee  or  insurance  fees  may  reflect  rejection  by  the 
Congress  and  the  credit  agencies  of  the  market's  judgment  of  credit  risks — 
either  on  objective  grounds  or  because  of  "just  price"  views  as  to  proper  levels 
of  guarantee  fees.  The  problem  may  be  compounded,  moreover,  because  a  Federal 
agency  may  not  have  adequate  data  on  the  cost  of  originating  and  servicing  loans. 

Private  lenders  sometimes  tend  to  exaggerate  loan  risks,  particularly  for  new 
or  unusual  types  of  credit.  Moreover,  Federal  credit  programs,  by  and  large, 
deal  with  borrowers  whom  private  lenders  consider  only  marginally  eligible  for 
credit.  In  addition,  particularly  in  programs  in  which  loan  risks  are  relatively 
high  because  of  a  high  default  rate — or  in  which  costs  are  high  because  of  the  size 
of  individual  loans — -private  lenders  in  attempting  to  limit  or  avoid  the  risk  of 
capital  impairment  can  reasonably  charge  a  higher  risk  premium  than  the  Federal 
Government  would  require,  since  the  Government  can  spread  its  risks  over  many 
more  loans  and  can  fall  back  on  its  taxing  power.  Lenders  with  limited  capital 
have  to  be  concerned  with  short-run  patterns  of  losses;  the  Federal  Government, 
in  contrast,  does  not  have  to  take  into  account  the  time  distribution  of  losses  but 
can  afford  to  base  its  operations  on  long-run  loss  expectations. 

An  inadequate  loss  premium  in  a  direct  loan  program,  in  conjunction  with  a 
failure  to  allow  private  lenders  a  competitive  return  in  insured  or  guaranteed 
loan  programs  also  has  the  perverse  effect  of  encouraging  borrowers  to  rely  on 
direct  loans  rather  than  either  insured  or  guaranteed  or  private  financing  without 
either  a  Federal  guarantee  or  insurance. 

In  contrast,  the  maximum  rate  of  interest  that  may  be  charged  by  the  private 
lender  on  V-loans  under  the  Defense  Production  Loan  Guarantee  program  was 
raised  on  September  29,  1966,  to  7>^  percent  to  bring  the  net  return  to  financing 
institutions  more  in  line  with  current  lending  and  money  market  rates  and  thus 
to  help  assure  financing  from  commercial  sources  for  contractors  and  subcon- 
tractors engaged  in  defense  work.  The  fee  schedule  in  this  program  runs  from  3 
percent  for  fully  guaranteed  loans  to  1  percent  of  the  guaranteed  percentage  for 
75  percent  guaranteed  loans.  Thus,  the  maximum  rate  of  return  to  the  lender 
rises  from  4>^  percent  on  a  fully  guaranteed  loan  to  6^  percent  on  a  75  percent 
guaranteed  loan.  A  consequence  of  the  sharply  graduated  fee  schedule  has  been 
to  induce  private  lenders,  on  the  average,  to  assume  20  percent  of  the  loan  risk. 
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When  the  goals  of  a  program  involve  a  sufficient  public  interest  to  warrant  a 
subsidy  to  the  borrower,  there  is  generally  no  immediate  advantage  to  the  Federal 
Government  in  charging  insurance  or  guarantee  fees  or  by  introducing  uncertainty 
into  the  timeliness  of  guarantee  or  insurance  payments.  The  advantage  in  con- 
ducting the  program  as  an  insured  or  guaranteed  loan  program,  therefore,  is  to 
be  found  primarily  in  the  cost  savings  and  other  advantages  that  may  arise  from 
private  loan  origination,  servicing,  and  financing. 

In  the  programs  in  which  the  public  interest  is  less  or  in  which  the  provision 
of  a  subsidy  is  less  important  to  the  achievement  of  program  objectives,  un- 
necessary reliance  on  the  Federal  Government  can  be  avoided  if  (i)  the  cost  of 
the  loan  to  the  borrower  is  determined  on  the  basis  of  prevailing  interest  rates  for 
generally  similar  types  of  nonguaranteed  or  uninsured  loans,  (ii)  the  rate  of 
return  to  the  lender  is  determined  on  the  basis  of  his  assumption  of  risk,  the 
liquidity  of  his  investment,  and  the  services  he  performs;  that  is,  as  a  competi- 
tive rate  of  return;  and  (iii)  the  insurance  or  guarantee  fee  charged  is  determined 
as  the  difference  between  (i)  and  (ii)  rather  than  solely  on  the  basis  of  the  estimated 
risk  assumed  by  the  Federal  Government. 

Successful  conversion  of  a  direct  loan  program  to  an  insured  or  guaranteed 
basis  is  likely  to  be  dependent  on  the  extent  of  the  guarantee  or  insurance  offered, 
the  nature  of  the  financing  provided  for  the  payment  of  guarantee  or  insurance 
claims,  and  may  require  that  lenders  be  allowed  to  earn  a  rate  of  return  which  could 
appear  relatively  high  based  on  an  objective  analysis  of  costs  and  risks.  Other 
public  policy  objectives,  however,  may  warrant  this  approach,  particularly  in 
programs  in  which  a  subsidy  is  not  essential  to  the  achievement  of  program 
objectives.  In  subsidized  programs,  the  additional  subsidy  cost  can  be  balanced 
against  other  savings  to  determine  whether  a  program  should  be  conducted  as  a 
direct  loan  program  or  as  a  guaranteed  or  insured  loan  program. 

Insured  loan  programs  by  definition  are  likely  to  be  most  feasible  when  no 
subsidy  elements  are  involved  in  the  program  and  when  the  type  of  credit  is 
standardized  and  is  not  otherwise  unusual. 

Guaranteed  loan  programs  are  usually  more  appropriate  when  any  subsidy 
involved  can  be  provided  through  absorption  of  the  guarantee  fee. 

Either  guaranteed  loans  or  direct  loans  may  be  appropriate  when  larger  sub- 
sidies or  lower  carrying  charges  are  needed  to  bring  the  loan  within  the  borrower's 
capacity  to  pay. 

Direct  loans  may  be  most  appropriate  when  the  type  of  credit  is  unusual,  or 
special  management  supervision  of  borrowers  is  essential. 

Even  when  substantial  subsidies  are  required  to  achieve  program  objectives, 
private  lenders  can  be  utilized  for  loan  origination  and  servicing  and,  through 
special  arrangements  for  payment  of  the  subsidies,  also  for  the  financing.  In  such 
instances,  the  program  can  nominallj''  be  placed  on  a  guaranteed  basis.  Experience 
with  certain  Federal  Housing  Administration  insured  loan  programs  appears  to 
indicate  that  Federal  agencies  can  provide  management  assistance  in  guaranteed 
or  insured  loan  programs  as  well  as  in  direct  loan  programs. 

Section  V.  Interest  Rates  and  Subsidies 

One  of  the  principal  obstacles  to  the  conversion  of  a  direct  loan  program  to  a 
guaranteed  or  insured  basis  may  be  a  rate  of  interest  for  direct  loans  below  pre- 
vailing market  rates  of  interest  for  comparable  private  loans.  In  some  instances, 
unrealistic  ceiling  rates  of  interest  have  so  adversely  affected  the  availability 
of  private  credit  in  guaranteed  or  insured  loan  programs  that  these  programs  have 
been,  in  effect,  converted  to  a  direct  loan  basis;  for  example,  various  programs 
of  the  Farmers  Home  Administration  and  those  types  of  FHA-insured  mortgages 
supported  by  FNMA  special  assistance  programs. 

Return  to  the  lender 

Unless  the  net  yield  to  a  private  lender  on  a  guaranteed  or  insured  loan  is 
approximately  equal  to  (or  greater  than)  competitive  yields  on  nonguaranteed 
loans,  private  lender  participation  in  a  Federal  guaranteed  or  insured  loan  pro- 
gram is  likely  to  be  limited.  From  the  viewpoint  of  a  Federal  agency,  however, 
a  competitive  rate  of  return  may  appear  to  be  unreasonable  in  terms  of  lender 
costs  and  the  protection  against  risk  afforded  by  the  Federal  guarantee  or  in- 
surance. Moreover,  if  the  rate  of  return  allowed  in  a  guaranteed  or  insured  loan 
program  is,  in  fact,  excessive  compared  to  yields  on  competitive  investments, 
the  result  may  be  to  foster  unwarranted  use  of  the  Federal  program  and  to  cause 
an  uneconomic  diversion  of  resources  to  the  favored  area  of  activity. 
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The  Commission  on  Money  and  Credit  recommended  that  interest  rate  ceilings 
or  limitations  on  VA  and  FHA  mortgages  and  in  agricultural  credit  should  be 
eliminated.  The  Commission  said  that  such  ceilings  are  not  efTective  in  protecting 
the  borrower  and  interfere  with  and  distort  the  adjustment  mechanism.  In 
particular,  the  Commission  argued  that  if  rates  allowed  on  guaranteed  or  insured 
loans  are  not  attractive  in  relation  to  yields  on  alternative  investments,  access 
to  private  funds  under  the  program  is  denied  and  the  intended  beneficiaries  arc 
forced  to  higher  cost  sources  if  they  are  to  be  accommodated. 

The  Committee  on  Federal  Credit  Programs,  on  the  other  hand,  recommended 
that  Federal  agencies  continue  to  exercise  administrative  control  over  maximum 
interest  rates  in  guaranteed  or  insured  loan  programs,  with  flexible  ceilings  which 
could  be  adjusted  in  accordance  with  changes  in  market  rates  of  interest. 

The  only  fully  objective  test  of  whether  participation  in  the  Federal  program 
is  relatively  attractive  is  the  extent  to  which  private  lenders  actually  participate. 
Some  judgment  on  reasonable  rates  of  retvun,  however,  can  be  reached  by  con- 
ducting cost  analyses  and  by  comparing  rates  with  other  rates  in  the  market 
either  for  Federal  guaranteed  obligations  or  for  non guaranteed  forms  of  credit. 
Current  data  are  available,  for  example,  on  rates  of  interest  charged  prime  bor- 
rowers by  large  commercial  banks.  Further  data  classified  by  size  of  loan,  region, 
and  maturity  are  provided  quarterly  through  the  Federal  Reserve  Board's 
survey  of  interest  rates  on  business  loans.  In  addition,  there  are  abundant  statistics 
on  market  rates  of  interest  for  various  private  obligations,  as  well  as  Government 
securities  and  other  loan  rate  data,  such  as  conventional  mortgage  rates  collected 
by  the  Federal  Home  Loan  Banks. 

A  Federal  agency  can  make  a  direct  loan  at  a  rate  below  prevailing  market 
rates  without  entailing  an  out-of-pocket  cost  to  the  Federal  Government,  because 
the  cost  of  money  for  the  Federal  Government  is  lower  than  for  private  lenders 
and  the  Federal  Government  does  not  have  to  be  concerned  with  short-run  adverse 
experience.  Thus,  if  substantial  immediate  private  participation  in  a  credit  pro- 
gram is  to  be  achieved,  the  ceiling  rate  on  competitive  direct  loans  will  need  to 
exceed  the  formula  rate  based  on  the  current  cost  of  money  to  the  Treasury  plus 
an  allowance  covering  administrative  expenses  of  the  Federal  agency  and  probable 
losses. 

If  each  guaranteed  or  insured  loan  program  were  backed  up  by  a  direct  loan 
program  under  which  loans  were  available  at  an  interest  rate  which  was  not  more 
favorable  than  the  rate  at  which  private  lenders  were  generally  making  guaranteed 
or  insured  loans,  this  would  provide  a  better  mechanism  for  enforcing  a  ceiling 
rate  on  insured  or  guaranteed  loans  than  is  afforded  through  regulations  intended 
to  control  the  loan  agreements.  Svich  a  direct  loan  backstop,  in  conjunction  with 
secondary  market  operations  or  participation  sales,  would  also  provide  a  means 
for  channeling  funds  to  capital  shortage  areas.  As  a  byproduct  a  substantial  rise 
or  fall  in  the  proportion  of  loans  made  directly  would  provide  a  signal  for  the 
possible  adjustment  of  the  ceiling  rate.  Direct  loans  at  interest  rates  substantially 
in  excess  of  prevailing  guaranteed  rates  might,  however,  be  inequitable  in  cases 
where  imperfections  in  the  private  market  prevent  borrowers  from  obtaining 
guaranteed  loans. 

An  objection  to  providing  a  backup  direct  loan  program  is  that  it  would  provide 
a  mechanism  which  could  encourage  unnecessary  credit  subsidies.  However, 
proper  budgetary  and  accounting  procedures  at  least  clearly  identify  and  publicize 
the  costs  of  such  programs. 

Cost  to  the  borrower 

In  some  instances,  very  low  interest  rates  have  been  provided  in  direct  loan 
programs  as  the  result  of  a  deliberate  decision  by  the  Congress  to  give  an  interest 
rate  subsidy  to  borrowers  under  the  program.  Prime  examples  are  provided  by 
the  disaster  loan  programs,  such  as  those  administered  by  the  Small  Business 
Administration,  in  which  loans  are  made  at  a  3-percent  rate  with  gcnerous*ma- 
tiu'ities  and  repayment  terms,  and  tlie  2-porcent  loans  for  family  needs  of  low- 
income  families  provifiiul  under  the  Economic  Opportunity  Act  Ameudmenls 
of  19()G.  Such  programs,  however,  do  not  provide  for  tailoring  the  relief  offered 
to  th(!  ri^lative  needs  of  tlie  victims;  that  is,  the  administering  agencies; have  dis- 
cretion with  regard  to  the  amount  of  the  loan  provided  but  not  with  regard  to  the 
terms  on  wliich  it  is  offered. 

Interest  rates  l)elow  mark(!t  rates  are  also  iirovided  in  the  economic  develop- 
ment loan  programs  administered  by  OEO,  EDA,  SB  A,  and  the  Farmers  Home 
Administration  in  the  expectation  that  favorable  financing  terms  willlinduce 
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economic  activity  which  otherwise  would  not  be  undertaken  or  would  be  under- 
taken in  another  location.  Again,  however,  the  administering  agencies  are  limited 
in  their  discretionary  authority  and  may  consequently,  in  some  instances,  provide 
a  greater  incentive  than  necessary  while,  in  other  instances,  they  may  be  unable 
to  offer  a  sufficient  inducement  to  a  private  entrepreneur  to  identify  himself  with 
a  well  conceived  economic  development  program. 

Thus,  while  subsidies  are  clearly  a  legitimate  means  for  achieving  program 
objectives,  certain  types  of  subsidies — e.g.,  an  interest  rate  subsidy  fixed  by 
statute — do  not  necessarily  accomplish  the  program  objectives  as  efficiently  and 
economically  as  variable  subsidies  tailored  to  the  borrowers'  needs  and  ability 
to  pay.  Subsidies  provided  by  statutory  interest  rate  formulas  which  vary  with 
market  rates  can  be  more  efficient  than  fixed  submarket  rates.  Moreover,  if  interest 
rates  and  other  terms  in  Federal  credit  programs  were  varied  in  line  with  variations 
in  private  markets,  when  such  variations  did  not  conflict  with  recognized  program 
objectives  or  introduce  inefficiencies,  this  would  help  not  only  to  reduce  excessive 
demands  upon  Federal  lending  agencies  during  inflationary  periods  but  would 
also  reduce  the  inequities  resulting  from  variations  in  the  amounts  of  interest 
rate  subsidies  provided  borrowers  under  each  program  at  different  stages  of  the 
cycle._  Neither  type  of  interest  rate  subsidy,  however,  provides  sufficient  flexibility 
to  adjust  to  variations  in  the  needs  of  individual  borrowers  under  a  program. 

In  addition  to  programs  in  which  subsidy  interest  rates  have  deliberately  been 
provided,  submarket  rates  of  interest  are  also  offered,  in  effect,  in  a  number  of 
other  programs.  For  example,  direct  and  insured  loans  are  made  in  various 
Farmers  Home  Administration  programs  at  an  interest  rate  of  5  percent,  which 
had  been  reasonably  in  line  with  rates  generally  available  to  farmers  and  rural 
residents  from  cooperative  and  private  lenders  until  the  recent  rise  in  interest 
rates.  Nonetheless,  the  rapid  growth  in  these  programs  suggest  that  even  a 
moderate  subsidy  attracted  borrowers  who  could  have  obtained  sufficient  credit 
at  competitive  rates  and  terms,  either  with  or  without  Federal  guarantees,  from 
other  lenders  such  as  banks,  insurance  companies,  mortgage  companies,  and 
cooperative  farm  credit  institutions.  In  addition,  in  order  to  keep  the  insured 
loan  progi'am  operative  there  have  been  direct  supplementary  payments  by 
Farmers  Home  to  insured  lenders.  In  these  marginal  cases,  it  becomes  especially 
important  to  have  effective  procedures  to  assure  that  Federal  credit  assistance 
is  not  provided  to  borrowers  who  could  have  financed  privately  at  interest  rates 
they  could  afford  to  pay. 

Perhaps  the  largest  interest  rate  subsidy  in  current  domestic  credit  programs 
is  provided  through  the  2-percent  REA  loans  to  rural  electric  and  telephone 
cooperatives.  The  2-percent  rate  in  this  program  was  adopted  in  1944  to  reduce 
the  previous  formula  rate  to  a  level  more  in  line  with  then  current  Treasury 
borrowing  costs.  With  the  subsequent  general  rise  in  interest  rates,  however,  a 
very  substantial  subsidy  has  developed  in  this  program. 

The  programs  of  those  lending  agencies  intended  to  be  self-supporting  generally 
tailor  their  lending  rates  to  market  rates  of  interest,  but  because  of  relatively 
high  administrative  expenses,  losses,  or  an  inappropriate  formula  for  the  payment 
of  interest  to  the  Treasury  on  the  Federal  investment,  they  may  not  fully  cover 
Federal  costs. 

Experience  indicates  that  any  agency  will  have  great  difficulty  in  limiting  its 
program  to  its  intended  role  of  a  supplement  to  other  sources  of  credit  if  it  offers 
direct  loans  on  a  subsidized  basis,  even  if  the  subsidy  is  moderate  and  not  of  over- 
whelming economic  importance  to  the  borrower.  A  subsidy  will  attract  borrowers 
to  the  program  despite  statutory  or  administrative  measures  taken  to  assure  that 
like  credit  is  not  available  from  other  sources.  In  turn,  this  demand  has  the  effect 
of  creating  an  apparent  credit  shortage,  since  the  direct  loan  program  is  subject 
to  budgetary  limitations. 

From  the  viewpoint  of  the  Federal  Government,  a  clear  determination  regarding 
the  essentiality  of  a  subsidy  in  a  loan  program  is  a  matter  of  great  importance. 
If  the  program  objectives  can  b(!  :icliieved  without  a  subsidy,  Federal  budgetary 
resources  can  be  released  for  otlier  important  purposes.  In  addition,  the  program 
can  be  administered  so  as  to  increase  the  total  availability  of  credit  in  the  particular 
area  of  economic  activity  without  a  commensurate  increase  in  Federal  cost.  In 
any  event,  however,  program  objectives  are  more  likely  to  be  realized  if  the 
administering  agency  has  rate  flexibility  and  its  lending  rate  is  not  fixed  by  statute. 

The  question  of  the  need  for  a  subsidy,  moreover,  has  two  general  implications 
for  the  conversion  of  direct  loan  programs  to  an  insured  or  guaranteed  basis. 
Clearly  if  direct  loans  are  made  at  a  rate  below  prevailing  market  rates,  private 
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lenders  are  not  likel}^  to  be  interested  in  making  such  loans — even  with  a  Federal 
guarantee — unless  special  subsidy  arrangements,  such  as  debt  service  grants, 
are  used  to  provide  an  appropriate  rate  of  return  to  the  lender  while  limiting  the 
cost  of  the  loan  to  the  borrower. 

On  a  broader  view,  the  availability  of  direct  Federal  loans  may  tend  to  dis- 
courage private  lenders  from  entering  a  field  of  credit  activity,  even  though  there 
is  a  volume  of  loan  demand  which  is  unsatisfied  by  the  Federal  program.  The 
direct  Federal  lending  activity  may  subtract  a  sufficient  amount  from  potential 
private  activity,  particularly  in  limited  geographical  areas,  to  make  it  unprofit- 
able— because  of  overhead  costs — for  private  lenders  to  enter  or  remain  in  the 
lending  field.  That  is,  private  lenders  may  be  discouraged  by  the  Federal 
competition. 

Economies  of  scale  may  also  suggest  that  it  is  desirable  to  use  private  lenders 
in  loan  origination  and  servicing,  even  when  narrow  considerations  of  cost  might 
support  a  direct  lending  program.  As  a  corollary  benefit,  in  some  programs 
particularly  in  the  business  area,  early  involvement  of  a  private  lender  will  help 
to  establish  a  continuing  financial  relationship  which  can  be  of  great  value  to  the 
borrower  when  he  graduates  from  the  need  for  Federal  credit  assistance. 

Variable  grants 

Variable  grants,  including  payments  of  part  or  all  of  the  interest  on  a  loan, 
potentially  offer  substantial  advantages  not  provided  by  fixed  subsidy  interest 
rates  or  lump-sum  grants.  In  comparison  to  fixed  subsidy  interest  rates,  such 
grants  may  be  tailored  to  the  relative  needs  of  the  borrowers,  currently  and  in 
later  years,  and  can  be  increased  or  decreased  to  stimulate  or  depress  demand  or  to 
allocate  available  funds.  In  some  cases,  adjusting  the  grants  to  the  needs  of  the 
borrower  could  involve  onerous  means  tests,  although  it  must  be  recognized  that  a 
means  test  is  already  involved  in  the  limitations  on  eligibility  for  Federal  credit 
assistance.  In  certain  Farmers  Home  Administration  programs,  for  example,  if 
the  borrower  loses  his  eligibility  for  a  subsidized  loan  as  a  result  of  an  improve- 
ment in  his  circumstances,  he  is  required  to  refinance.  In  addition,  variable  grants 
can  be  adjusted  for  changes  in  a  borrower's  economic  status,  a  possibility  which 
is  not  allowed  if  a  lump-sum  grant  is  made. 

If  any  necessary  subsidies  can  be  provided  with  either  direct  or  guaranteed 
loans,  then  the  other  factors  listed  by  the  Committee  on  Federal  Credit  Programs 
become  more  significant  in  choosing  between  the  two  approaches.  These  include 
the  availability  of  private  origination  and  servicing  facilities,  the  provision  of 
management  assistance,  and  the  question  whether  the  Federal  interest  is  such 
that  the  decision  with  regard  to  each  loan  must  be  made  by  the  Federal 
Government. 

Section  VI.  Credit  Aids  to  States  and  Local  Governments 

Conversion  of  a  direct  loan  program  to  an  insured  basis  involves  serious  public 
policy  problems  when  the  borrower  is  a  State  or  local  government  and  the  insured 
lender  is  subject  to  Federal  income  taxation.  These  tax  and  debt  management 
policy  and  cost  problems  are  likely  to  become  more  significant  in  the  future. 
Demands  for  State  and  local  government  services,  which  require  construction  of 
new  facilities  usually  financed  through  borrowing,  are  continuing  to  rise  without 
any  apparent  limit  beyond  the  ability  of  the  jurisdictions  to  meet  their  current 
operating  costs  and  debt  service  charges.  This  trend  reflects  not  only  the  rise  in 
population  and  increased  urbanization  of  the  Nation,  but  also  demands  for  higher 
standards  of  public  services  in  both  urban  and  rural  areas.  Moreover,  it  is  apparent 
that  many  Federal  programs  with  matching  requirements  will  provide  further 
incentives  for  State  and  local  government  borrowing.  In  turn,  this  will  tend  to 
increase  demands  for  Federal  credit  assistance. 

Impact  of  tax  exemption 

The  obligations  of  State  and  local  governments  differ  from  other  debt  in  the 
United  States  primarily  in  the  exemption  from  Federal  income  taxation  of  interest 
income  from  these  obligations.  Because  of  tliis  exemption.  States  and  localities 
benefit  from  lower  borrowing  costs  in  the  capital  markets  and  their  securities 
are  most  attractive  to  investors  subject  to  high  marginal  tax  rates. 

The  tax  revenue  lost  by  the  Federal  Government,  however,  is  only  partly 
reflected  in  lower  borrowing  costs  for  these  governmental  units.  On  the  basis  of 
the  new  issue  rates  on  municipals  and  corporate  securities  of  similar  quality, 
the  point  of  investor  indifference  is  presently  at  a  marginal  tax  bracket  in  the  25 
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to  30  percent  range.  The  marginal  tax  rate  applying  to  commercial  banks  and 
other  corporate  investors  is  48  percent.  These  institutions  and  upper  tax  bracket 
individuals;  i.e.,  those  with  marginal  rates  well  above  25  to  30  percent,  are  large 
purchasers  of  tax-exempt  obligations.  As  a  result,  the  lower  borrowing  costs  are 
achieved  by  means  of  a  tax  subsidy  to  upper  bracket  taxpayers  which  costs  the 
Federal  Government  substantially  more  than  the  benefit  secured  by  the  borrow- 
ing jurisdictions.  As  with  any  income  tax  exemption,  the  tax  subsidy  produces 
larger  benefits  the  higher  the  bracket  of  the  taxpayer. 

The  volume  of  tax-exempt  obligations  outstanding  has  risen  tremendously 
since  the  end  of  World  War  II,  from  $16^  billion  as  of  December  31,  1946,  to  $102 
billion  as  of  December  31,  1965.  This  growth  has  required  tax-exempt  securities 
to  be  placed  with  a  wider  and  wider  range  of  investors  for  many  of  whom  the 
tax-exemption  privilege  has  lower  values.  As  a  result,  the  savings  in  borrowing 
costs  realized  by  State  and  local  governments  from  tax  exemption  have  declined. 
At  the  same  time,  the  cost  to  the  Federal  Government  in  terms  of  foregone  tax 
revenues  has  risen. 

In  addition  to  the  general  downward  trend  in  the  value  of  the  tax  exemption 
to  State  and  local  governments,  the  value  of  the  tax  exemption  at  any  particiilar 
point  in  time  is  influenced  by  many  market  factors  unrelated  to  the  financing 
needs  of  these  jurisdictions.  Commercial  bank  demand  for  tax-exempt  securities, 
including  those  guaranteed  by  the  Federal  Government,  has  fluctuated  widely 
from  year  to  year,  rising  during  periods  of  recession  when  monetary  policy  has 
been  expansionary  and  loan  demand  has  been  slack  and  declining  in  periods  of 
economic  expansion.  During  the  periods  in  which  commercial  bank  demand  for 
State  and  local  government  obligations  has  been  weaker,  yields  have  had  to  rise 
substantially  in  order  to  atti-act  funds  from  nonbank  institutional  investors,  who 
have  less  tax  incentive  for  these  purchases,  and  individuals  with  lower  marginal 
tax  rates.  Consequently,  yields  on  State  and  local  government  obligations  have 
tended  to  fluctuate  more  widely  than  yields  on  taxable  securities.  These  erratic 
fluctuations  in  State  and  local  borrowing  costs  impede  planning  and  add  to  the 
costs  of  Federal  assistance  programs,  including  programs  such  as  public  housing 
and  urban  renewal,  which  involve  substantial  Federal  outlays  and  Federal 
guarantees  of  local  government  obligations. 

Federal  guarantees  apparently  have  not  reduced  the  erratic  fluctuations  in 
State  and  local  borrowing  costs;  nor  have  such  guarantees  eliminated  the  sig- 
nificant differences  in  the  borrowing  costs  of  local  public  bodies. 

The  value  of  the  tax  exemption  is  also  influenced  by  the  volume  of  tax-exempt 
securities  coming  to  the  market  at  any  time  and  by  changes  in  Federal  tax  rates. 
In  addition,  because  of  the  selective  appeal  of  tax  exemption  to  particular 
investor  groups,  secondary  markets  are  quite  limited. 

State  and  local  government  borrowing  is  carried  out  not  only  by  general  taxing 
authorities  but  also  by  a  wide  variety  of  numerous  separate  authorities,  special 
districts,  and  other  governmental  entities  which  finance  largely  through  obliga- 
tions which  are  not  backed  by  the  general  taxing  authority  but  payable  solely 
from  pledged  earnings  of  specific  activities  or  facilities  or  from  specific  non- 
property  taxes.  This  development  has  arisen,  in  part,  from  the  creation  of 
business-type  activities  to  which  State  and  local  governments  have  not  extended 
their  basic  full  faith  and  general  credit.  In  part,  it  has  also  arisen  from  efforts 
to  avoid  the  legal  restrictions  that  in  many  instances  limit  the  activities  of  basic 
State  and  local  governmental  units.  To  some  extent,  Federal  programs  have  also 
encouraged  the  creation  of  new  special  districts. 

While  any  State  or  local  governmental  unit  which  maintains  a  strong  credit 
position  can  probably  borrow  readily  at  a  relatively  favorable  rate  at  any  time, 
all  units  are  subject  to  the  erratic  fluctuations  in  borrowing  costs  and  the  gen- 
erally declining  value  of  the  tax-exemption  feature.  Moreover,  the  least  favored 
jurisdictions  can  be  those  both  with  the  most  pressing  needs  and  with  the  least 
ability  to  meet  debt  service  charges.  Jurisdictions  undergoing  rapid  growth  may 
also  secure  less  benefit,  since  the  market  tends  to  look  at  the  current  relationships 
between  their  indebtedness  and  fiscal  capacity  rather  than  their  future  growth 
prospects. 
Federal  guarantees  of  tax  exempts 

Federal  guarantees  of  tax-exempt  obligations  raise  a  number  of  issues  which 
led  the  President's  Committee  on  Federal  Credit  Programs  to  recommend 
strongly  that  such  guarantees  be  avoided  in  future  programs.  The  Committee 
suggested  that  Federal  credit  assistance  to  public  bodies  should  be  limited  to 
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direct  loans  and  to  capital  grants  to  reduce  their  borrowing  and  debt  service 
requirements.  Only  if  the  tax-tixenipt  privilege  were  waived  l>y  the  public  body, 
would  a  Federal  guarantee  of  its  obligations  be  appropriate. 

In  this  connection,  the  Committee  observed  that: 

"*  *  *  From  time  to  time,  guarantees  of  *  *  *  municipal  obligations  are 
proposed.  This  raises  the  question  of  whether  the  Federal  Government  should 
guarantee  tax-exempt  obligations,  especially  since  under  the  Public  Debt  Act  of 
1941,  it  cannot  issue  direct  obligations  exempt  from  Federal  income  taxation. 

"(2)  State  and  local  governments  now  receive  substantial  indirect  benefits 
from  the  Federal  income  tax  exemption  on  income  from  municipal  obligations. 
As  a  result,  these  governments  can  usually  sell  their  obligations  on  a  much  lower 
yield  basis  than  other  issues  of  comparable  quality.  The  tax  exemption  makes 
such  obligations  very  attractive  to  institutions  and  individuals  in  relatively  high 
income  brackets.  As  a  result,  a  sizable  loss  in  Federal  revenues  occurs,  which  is 
greater  than  the  saving  in  the  cost  of  State  and  local  financing. 

"(3)  Guarantees  of  tax-exempt  obligations  tend  to  expand  the  volume  of  such 
securities  issued.  The  Committee,  therefore,  recommends  that  no  program  in  the 
future  be  authorized  which  involves  guarantee  of  tax-exempt  obligations  because 
(a)  the  cost  in  tax  revenues  to  the  Federal  Government  would  generally  exceed 
the  benefits  of  tax  exemption  received  by  borrowers,  (b)  such  federally  guaranteed 
tax-exempt  securities  would  be  superior  to  direct  Federal  obligations  themselves, 
and  their  increasing  volume  would  adversely  affect  Treasury  financing,  and  (c) 
the  availability  of  increasing  amounts  of  high-grade,  tax-exempt  issues  would 
tend  to  attract  funds  from  investors  that  should  appropriately  seek  risk-bearing 
opportunities. 

"(4)  In  addition  to  the  substantial  advantages  from  the  tax  exemption  privileges 
available  for  State  and  local  borrowing,  two  additional  types  of  aid  which  do  not 
involve  guarantee  of  tax-exempt  obligations  could  provide  any  additional 
necessary  credit  assistance: 

"(a)  Any  local  community  waiving  its  tax  exemption  privilege  might  be 
authorized  to  borrow  for  specific  high-priority  needs  with  the  aid  of  a  Federal 
guarantee;  and 

"(6)  Local  communities  might  be  authorized  to  receive  capital  grants 
sufficient  to  permit  borrowing  the  remainder  in  the  market  on  reasonable 
terms." 

Existing  guarantee  programs 

Several  existing  Federal  programs  involve  the  guarantee  of  obligations  of 
local  public  bodies.  The  largest  of  these  are  the  public  housing  and  urban  renewal 
programs  administered  by  the  Department  of  Housing  and  Urban  Development. 
In  addition,  obligations  of  public  bodies  may  be  guaranteed  in  the  soil  and  water 
program  administered  by  the  Farmers  Home  Administration  and  in  several 
other  programs. 

The  interest  rates  on  local  public  housing  authority  bonds — despite  the  pledge 
of  the  Federal  Government  to  meet  annual  principal  and  interest  payments — 
vary  with  the  rates  on  nonguaranteed  State  and  local  issues.  Moreover,  the  public 
housing  issues  do  not  always  sell  on  as  favorable  a  basis  as  high-grade  State  and 
local  government  obligations  with  no  Federal  guarantee.  The  reason  for  this 
is  not  obvious  although  it  may  reflect  the  large  volume  of  public  housing  offerings 
in  the  postwar  period.  Also,  the  market  distinguishes  in  rate  among  the  issues 
of  the  different  local  housing  authorities  even  though  they  bear  the  same  Fed- 
eral guarantee.  Despite  the  Federal  guarantee,  recent  public  housing  temporary 
notes  and  bonds  have  sold  in  the  market  at  yields  which  are  clearly  excessive 
in  view  of  the  tax  exemption.  The  competition  of  these  issues  has  also  tended 
to  raise  the  cost  of  other  State  and  local  government  borrowing. 

Waiver  of  tax  exemption 

Removal  or  modifications  of  the  tax-exemption  feature  have  sometimes  been 
proposed,  either  generally  or  with  respect  to  particular  types  of  obligations, 
such  as  industrial  revenue  bonds.  Any  step  as  broad  as  complete  removal  of  the 
tax  exemption  has,  of  course,  been  strongly  opposed  by  State  and  local  govern- 
ments. It  may  be  possible,  however,  without  compromising  the  general  principle, 
to  arrange  a  waiver  of  tax  exemi)tion  as  a  condition  for  obtaining  a  Federal 
guarantee,  at  the  option  of  the  borrowing  jurisdiction. 
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Capital  grants 

The  use  of  capital  grants  increases  the  "equity  investment"  of  the  public 
body  and  thus  reduces  its  borrowing  requirements.  Such  Federal  grants,  however, 
tend  to  encourage  tax-exempt  borrowing,  and  the  total  Federal  cost,  including 
revenue  loss,  is  generally  substantially  greater  than  if  the  project  were  financed 
by  taxable  borrowing.  Thus,  considerable  joint  savings  could  be  realized  by  the 
Federal  and  local  governments  through  the  use  of  taxable  borrowing  supported, 
if  necessary,  by  larger  initial  Federal  grants. 

Direct  Federal  loans 

The  availability  of  partial  Federal  grants  does  not  necessarily  assure  that 
the  necessary  loan  funds  will  be  available  from  private  lenders.  In  the  case  of 
college  housing,  the  availability  problem  had  been  met  in  the  earlier  years  of 
the  Federal  program  through  "the  use  of  backup  bids  by  the  Federal  agency. 
The  agency  acquired  obligations  of  the  borrowing!,  nstitution  which  could  not 
be  sold  at  acceptable  rates  to  private  investors.  Prior  to  the  enactment  of  the 
Housing  and  Urban  Development  Act  of  1965,  the  Community  Facilities  Ad- 
ministration generally  acquired  the  longer  maturities,  particularly  of  the  obli- 
gations of  private  institutions,  in  this  fashion.  This  had  the  effect  of  providing 
an  indirect  partial  guarantee  for  the  shorter  issues  taken  by  the  private  market, 
especially  since  CFA  stood  ready  to  renegotiate  the  terms  of  a  loan  to  protect 
its  own  interest  or  further  its  general  program. 

The  Housing  and  Urban  Development  Act  of  1965,  however,  reduced  the 
interest  rate  on  direct  college  housing  loans  to  3  percent  and  has  had  the  practical 
effect  of  eliminating  private  investor  participation  in  the  program.  Under 
present  market  conditions  the  Federal  backup  bid  at  3  percent  is  significantly 
below  the  market,  even  for  tax  exempts,  so  that  the  Department  of  Housing 
and  Urban  Development  has  become  the  only  bidder.  Thus,  there  has  been  a 
substantial  increase  in  the  demand  for  Federal  loans  which  the  Department 
is  unable  to  meet  under  its  current  loan  authorization.  At  the  same  time  the 
total  funds  available  for  college  housing  have  been  reduced  since  public  bor- 
rowers— who  would  otherwise  have  issued  their  obligations  in  the  market  and 
drawn  in  private  funds  at  very  little  additional  cost — have  now  been  required, 
because  of  State  laws,  to  go  to  the  most  favorable  lender,  the  Department  of 
Housing  and  Urban  Development,  in  competition  with  private  institutions 
which  can  borrow  in  the  private  market  only  at  substantially  higher  interest 
rates. 

Direct  Federal  loans  to  tax-exempt  public  bodies  avoid  the  guarantee  problem, 
but  at  the  cost  of  creating  an  initial  budget  expenditure.  Through  the  partici- 
pation sales  technique,  however,  the  budget  expenditure  may  be  offset  in  the 
same  or  a  succeeding  fiscal  year  by  selling  the  loans  through  a  FNMA-adminis- 
tered  trust  without  a  pass-through  of  the  tax  exemption.  Thus,  the  tax  loss  to 
the  Federal  Government  can'be  avoided,  and'substantial  savings  can  be  realized 
by  both  the  Federal  Government  and  the  local  public  body.  Further  refinements 
may  make  possible  additional  reductions  in'Federal  costs  and  broaden  the  support 
of  State  and  locaPborrowing. 

Note. — The  appendixes  omitted  from  this  exhibit  are  contained  in  "Federal 
Credit  Programs,"  a  report  by  the  Secretary  of  the  Treasury  to  the  Congress 
as  required  by  the  Participation  Sales  Act  of  1966,  published  by  the  Committee 
on  Banking  and  Currency,  U.S.  Senate,  January  21,  1967. 


Exhibit  25.— Statement  by  Secretary  Fowler,  before  the  Senate  Finance  Com- 
mittee, February  15,  1967,  on  the  public  debt  limit 

I  appreciate  this  opportunity  to  appear  before  this  committee  and  press  our 
request  for  prompt  action  to  raise  the  limit  on  the  public  debt.  This  request  is 
for  a  $6  billion  increase  in  the  temporary  debt  ceiling,  to  raise  that  ceiling  level 
to  $336  billion  for  the  balance  of  fiscal  year  1967. 

Let  no  one  mistake  the  realities,  and  the  urgency  of  our  present  situation.  If 
congressional  authority  permitting  additional  cash  borrowing  is  not  provided 
before  the  end  of  February— less  than  2  weeks  from  today— the  Treasury  will 
be  in  the  untenable  position  of  having  to  reduce  sharplyjthe  outpayments  for 
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goods  and  services  approved  by  the  Congress  and  vital  to  the  Nation's  well-being. 
For  the  first  half  of  March  we  will  be  able  to  pay  only  about  one-half  of  the  total 
amount  of  the  anticipated  bills. 

The  potential  harm  to  this  Nation's  economy  and  to  our  position  in  the  world 
economy  which  would  result  from  a  failure  to  honor  our  legal  and  contractual 
obligations  is  self-evident.  Unless  the  debt  limit  is  increased  b}'  the  end  of  Feb- 
ruary at  which  time  our  outstanding  obligations  will  exceed  that  which  we  could 
legally  borrow,  the  possibility  of  an  economic  and  monetary  derangement  could 
be  a  grim  reality. 

Because  of  the  short  time  available  we  are  asking  at  this  time  only  for  a  revision 
of  the  debt  limit  applicable  to  the  remaining  months  of  fiscal  year  1967.  I  would 
prefer,  of  course,  to  have  sufficient  leeway  to  cover  these  months  and  the  ensuing 
fiscal  year  1968  but  I  do  not  believe  I  should  burden  the  present  request  with 
anything  that  could  delay  speedy  and  favorable  action  on  the  immediate  need 
for  a  higher  ceiling. 

For  this  reason,  as  well  as  the  other  reasons  referred  to,  I  believe  I  am  justified 
in  urging  that  the  Congress  in  committee  or  in  floor  action  not  burden  the  present 
request  with  anything  that  could  delaj'  necessary  action  by  introducing  highly 
controversial  amendments  or  proposals. 

I  am  aware  that  there  are  some  aspects  of  the  present  state  of  law  and  Govern- 
ment practice  relating  to  the  debt  limit  and  budgetary  accounting  that  man}' 
ISIembers  would  like  to  see  the  subject  of  legislative  proposals,  hearings,  and 
possible  changes  in  law  or  practice.  Alany  of  these  proposals  are  highly  contro- 
versial. To  handle  them  adequately  and  with  full  legislative  process  would  take 
much  time  both  here  and  in  the  otlaer  body. 

For  example,  there  have  been  jMembers  in  both  Houses  who  have  urged  from 
time  to  time  that  the  practice  of  periodic  extension  of  the  temporary  debt  limit 
be  abandoned  and  that  the  permanent  limit  at  its  present  figure  of  $2S5  billion 
should  be  modified. 

It  is  clear  from  examination  of  the  record  of  sessions  of  this  committee  that 
this  is  a  subject  which,  if  it  is  to  be  handled,  should  not  be  disposed  of  in  haste 
and  without  searching  appraisal. 

We  are  all  aware  that  there  is,  and  continues  to  be  a  good  deal  of  contention 
about  the  way  in  which  the  budget  is  presented.  Statements  continue  to  be  made 
about  so-called  budget  gimmickry.  A  good  deal  of  this  attaches  to  the  running 
dispute  about  participation  certificates  and  the  sale  of  assets — how  they  should 
be  treated  in  the  budget  presentation.  They  are  now,  under  standard  procedures 
followed  by  administrations  for  the  last  12  years,  treated  as  reductions  in  expendi- 
tures. Sorne  would  propose  that  they  be  included  under  the  debt  limit. 

Let  me  suggest  the  proper  approach  to  this  problem.  On  page  36  of  the  Budget 
IMessage  presented  on  January  24,  1967,  the  President  said: 

"For  many  j'ears — under  many  administrations — particular  aspects  of  the 
overall  budget  presentation,  or  the  treatment  of  individual  accounts,  have  been 
questioned  on  one  ground  or  another. 

"In  the  light  of  these  facts,  I  believe  a  thorough  and  objective  review  of  budge- 
tary concepts  is  warranted.  I  therefore  intend  to  seek  advice  on  this  subject 
from  a  bipartisan  group  of  informed  individuals  with  a  background  in  budgetary 
matters.  It  is  my  hope  that  this  group  can  imdertake  a  thorough  review  of  the 
budget  and  recommend  an  approach  to  budgetary  presentation  which  will  assist 
both  public  and  congressional  imderstanding  of  this  vital  document." 

This  Commission  has  been  proposed  by  the  President  partly  in  response  to  the 
concern  of  Members  of  Congress  regarding  budgetary  practice,  and  partly  because 
it  is  desirable  in  any  event  to  seek  improvement  in  our  governmental  operations 
from  a  bipartisan  or  nonpartisan  point  of  view.  Its  establishment,  and  a  study  of 
the  results  of  its  eflForts,  offer  a  clearly  preferable  alternative  to  any  attempt  to 
reform  the  budget  in  connection  with  this  debt  limit  extension,  where  timing  is  a 
vital  factor. 
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This  is  equally  true  of  efforts  to  include  the  participation  certificates  under  the 
debt  limit,  of  proposals  to  change  the  permanent  debt  ceiling,  and  of  suggestions 
to  modify  the  4^4  percent  ceiling  on  issues  of  Treasury  bonds — much  as  I  sym- 
pathize with  the  need  to  take  some  steps  soon  on  this  latter  point. 

Now  let  me  move  to  the  question  of  why  we  are  here  today  asking  for  an 
increase  in  the  debt  limit  when  the  Congress  acted  last  June,  presumably  to 
take  care  of  this  matter  for  this  fiscal  year. 

Last  May,  the  administration  requested  a  $4  billion  increase  in  the  existing 
$328  billion  temporary  debt  ceiling  to  a  level  of  $332  billion,  to  carry  through 
fiscal  1967.  Congress  reduced  that  request  by  $2  billion,  votmg  the  current  limit 
of  $330  billion.  We  pointed  out  that  this  reduction  cut  severely  into  our  margin 
for  contingencies  and  that,  as  a  result,  it  might  be  necessary  to  return  to  the 
Congress  for  an  increase  in  the  debt  limit  applicable  to  this  fiscal  year. 

Indeed,  my  specific  comment  on  the  $330  billion  ceiling,  when  I  appeared 
before  this  committee  last  June  was  as  follows: 

"Our  estimates  show  that  this  will  give  us  a  very  tight  squeeze  in  early  1967 — 
and  as  I  said  earlier  the  current  uncertainties  are  more  than  normal  at  this  time 
of  year — but  I  believe  we  may  be  able  to  operate  within  this  more  circumscribed 
limit.  I  must  tell  you,  however,  that  if  this  should  not  appear  to  be  working 
out,  because  of  one  or  another  of  the  various  uncertainties  that  I  have  mentioned, 
we  would  have  to  come  back  before  the  end  of  fiscal  1967  for  a  revision  of  this 
limit."  (Senate  Finance  Committee,  Hearing  on  the  Public  Debt  Limit,  June 
13,  1966,  p.  7.) 

The  likelihood  that  this  provision  would  not  be  adequate  was  also  faced  squarely 
by  this  committee.  The  report  of  the  committee  carefully  reviewed  the  debt 
projections  presented  by  the  Treasury  last  June  and  concluded  that  the  $330 
billion  ceiling  would  be  "tight"  but  would  allow  the  flexibility  which  is  required 
in  the  management  of  the  debt.  The  report  recognized  that  on  three  dates  pro- 
jected ahead — December  15,  1966,  and  March  15  and  April  15,  1967 — the  $330 
billion  ceiling  would  not  be  sufficient  to  provide  both  a  $3  billion  contingency 
allowance  and  the  normal  $4  billion  cash  balance,  but  it  was  anticipated  that 
the  cash  balance  could  prudently  be  drawn  down  on  dates  just  before  large  tax- 
payments  were  due  to  flow  in.  The  committee  report  went  on  to  say: 

"Should  the  somewhat  higher  receipt  estimates  of  the  staff  of  the  Joint  Com- 
mittee on  Internal  Revenue  Taxation  be  realized,  there  will,  of  course,  be  further 
leewaj''  in  the  ceiling  of  $330  billion.  Should  this  ceiling  prove  to  be  too  low, 
because  of  various  contingencies  which  may  arise,  it  will,  of  course,  be  possible 
to  reconsider  the  debt  ceiling  at  a  later  time."  (Report  of  Senate  Finance  Com- 
mittee on  Public  Debt  Limit,  June  15,  1966,  pp.  8  and  9.) 

The  request  last  May  for  a  debt  ceiling  of  $332  billion  was  based  on  a  projected 
budget  deficit  in  fiscal  year  1967  of  $1.8  billion.  Mainlj^  because  of  the  greater 
costs  of  Vietnam,  and  despite  a  much  larger  inflow  of  tax  revenues  than  was 
projected  earlier,  we  now  expect  a  budget  deficit  in  this  fiscal  year  of  $9.7  billion. 

Revenues  are  now  expected  to  reach  $117  billion  in  this  fiscal  year,  compared 
with  a  projected  level  of  $111  billion. 

Our  expenditures  projections,  however,  now  point  to  a  total  administrative 
budget  outlay  of  $126.7  billion  compared  with  the  initial  estimate  of  $112.8 
billion.  Of  the  $13.9  billion  difference,  $9.6  billion  is  a  direct  result  of  larger 
defense  expenditures,  $9.1  billion  of  it  directly  due  to  Vietnam.  Three  billion 
dollars  reflects  the  impact  of  tight  money  markets  which  have  raised  our  interest 
costs,  impeded  the  sale  of  financial  assets,  and  placed  a  heavier  burden  on  Federal 
credit  programs. 

There  can  be  no  question  as  to  the  urgency  of  the  present  request.  The  debt 
subject  to  limit  has  remained  very  close  to  the  statutory  ceiling  since  late  Novem- 
ber 1966,  hovering  between  $329  billion  and  a  peak  level — reached  on  January 
18 — just  $75  million  short  of  the  $330  billion  limit.  At  the  same  time  our  cash 
balance  has  been  on  the  low  side,  ranging  at  times  down  to  less  than  $1  billion — 
compared  with  the  $4  billion  level  generally  regarded  as  a  normal  working  balance 
in  figuring  our  debt  limit  needs.  And  a  working  balance  of  $4  billion,  I  might 
mention,  is  less  than  half  a  month's  expenditures. 
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For  comiKuison  with  the  debt  projections  ma.dc  last  May  and  June,  let  me 
direct  your  attention  to  the  table  attached  to  this  statement.  At  the  end  of 
December  J'.)G6  the  debt  was  $329.5  billion,  while  the  operating  cash  balance 
was  $4.5  billion — up  tcmporaiuly  because  of  corjjorate  tax  receipts  after  December 
15.  With  the  normal  cash  balance  of  $4  billion  the  debt  would  have  been  $329.0 
billion. 

As  the  same  tabic  shows,  the  projection  presented  to  this  committee  last 
June  was  for  a  debt  at  the  end  of  calendar  year  19GG  of  $323  billion,  with  the 
normal  $4  billion  cash  balance.  The  actual  level  was  thus  $G  billion  above  the 
projection,  on  the  basis  of  which  the  Congress  provided  a  ceiling  of  $330  billion. 

The  $4.5  billion  cash  balance  we  enjoyed  at  the  end  of  196G  did  not  stay  with 
us  for  long.  By  January  15  it  was  $2.6  billion,  with  the  debt,  also  on  January  15, 
at  $329.8  billion.  If  we  had  held  a  $4  billion  cash  balance  on  that  day,  the  debt 
subject  to  limit  would  have  been  $331.2  billion — $1.2  billion  over  the  ceiling. 

On  January  IS,  the  debt  subject  to  limit  reached  a  peak  level  of  $329,925 
million,  just  $75  million  short  of  the  limit.  Our  operating  balance  that  day  was 
$2.5  billion.  With  a  $4  billion  cash  balance  the  debt  would  have  been  $331.4 
billion. 

There  was  another  temporary  improvement  at  the  end  of  January.  Our  cash 
level  was  back  to  $4.5  billion  and  the  debt  was  $4.5  billion  above  the  level  pro- 
jected last  June — based  on  the  constant  $4  billion  cash  balance.  The  cash  level 
drops  sharply  during  February,  however,  and  by  the  end  of  the  month,  without 
additional  borrowing  above  the  current  level,  our  usable  cash  will  be  exhausted. 

If  we  did  borrow  up  to  a  hair's  breadth  of  the  limit — which  I  prefer  not  to 
do — our  cash  at  the  end  of  February  is  projected  to  be  an  inadequate  $1.5  bUlion. 
And  net  outpayments  in  the  first  few  days  of  March  would  more  than  exhaust 
that  meager  supply.  Quite  clearly,  in  order  to  pay  our  bills  and  manage  our 
cash  properly,  we  must  be  able  to  borrow  additional  funds  by  the  end  of  February. 

Using  the  normal  method  for  projecting  minimum  debt  limit  leeway  for  the 
balance  of  this  fiscal  year — including  the  usual  $4  bUlion  cash  balance  and  $3 
billion  contingency  allowance — we  would  request  a  debt  ceiling  of  $339  billion 
for  the  current  fiscal  year.  With  the  period  of  peak  need  only  a  month  or  two 
away,  however,  rather  than  a  year  away  as  it  is  when  we  normally  make  these 
requests,  it  is  possible  to  plan  much  more  closely  and  to  anticipate  that  we  can 
get  through  without  the  same  contingency  allowance  that  would  be  needed 
otherwise. 

Accordingly  we  requested  a  ceiling  of  only  $337  billion  in  our  presentation 
to  the  House  Ways  and  Means  Committee.  I  characterized  that  ceiling  as  "ad- 
equate but  scarcely  comfortable  or  roomy."  Since  that  committee  approved 
an  increase  of  only  $6  billion,  I  can  only  conclude  that  their  estimate  of  our 
skill  and  luck  is  more  generous  than  our  own. 

I  want  to  emphasize  that  this  $336  billion  ceiling  is  just  as  tight  as  it  can  be — 
without  risking  a  fair  likelihood  that  we  would  have  to  make  still  another  ap- 
pearance on  this  matter. 

You  will  note  that  the  projected  level  of  debt  for  March  15,  with  a  $4  billion 
cash  balance,  is  $336.3  billion.  That  is  without  any  allowance  for  contingencies. 
I  believe  we  can  reasonably  plan  for  a  low  cash  balance  on  March  15,  since  taxes 
will  flow  in  immediately  afterward,  but  the  lack  of  a  contingency  allowance 
means  that  this  is  drawn  down  tight. 

A  delay  in  approving  this  minimum  necessary  increase  would  be  very  damag- 
ing. The  Government's  credit  must  be  maintained  by  prompt  payment  of  out- 
standing financial  obligations,  the  trust  fvuids  in  its  charge  must  be  administered 
properly,  and  the  bills  incurred  in  providing  the  goods  and  services  for  Govern- 
ment programs  operating  with  appropriated  funds  must  be  paid  promptly.  I 
urge  that  favorable  action  on  our  request  be  taken  without  delay. 
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Table  I. — Comparison  of  debt  projections  of  June  13,  1966,  with  actual  results 

[In  billions] 


Projections  of  June  13, 1966 

Operating 

cash  bal-             Debt 
ance  (ex-          subject 
eluding                to 
free  gold)        limitation 

(1)                   (2) 

Actual 

Fiscal  year  1967 

Operating 
cash  bal- 
ance (ex- 
cluding 
free  gold) 

(3) 

Debt 

subject 

to 

limitation 

(4) 

Debt  sub- 
ject to 
limitation 
after  adjusting 
cash  balance 
to  $4.0' 

(5) 

Differ- 
ence 
column  (5) 
compared 
with 
column 
(2) 

1966 
June  30-        

$4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 
4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

$313. 3 
316.6 
316.8 
318.4 
320.3 
323.4 
318.1 
321.9 
322.2 
324.4 
324.6 
327.8 
323.0 

325.3 
324.1 

325.2 
324.7 
328.7 
323.5 
327.5 
318.6 
319.8 
320.4 
324.7 
314.9 

$10.8 
7.2 
6.4 
3.6 
5.6 
2.1 
7.2 
2.3 
5.0 
2.3 
3.3 
.9 
4.5 

2.6 

4.5 

$320. 1               $313. 3 
319.0                 315.8 
319. 5                 317. 1 
319.  2                319.  6 
324.  6                323.  0 
324.  7                 326.  6 

325.0  321.8 

323. 8  325.  5 

327. 1  326. 1 
327. 1                 328. 8 
329.  6                330. 3 

329. 9  333. 0 
329. 5                 329. 0 

329. 8                 331. 2 
329. 1                 328.  6 
Estimated 

July  15 

July  31 

-$0.8 
+.3 

August  15 

+1.2 

+2.7 

September  15 

September  30 

October  15 

+3.2 
+3.7 
+3.6 

October  31        

+3.9 

November  15 

November  30 

December  15 

+4.4 
+5.7 
+5.2 

December  31 ,  _. 

+6.0 

1967 
January  15 

+5.9 

January  31         

+4.5 

330.9 
332.5 
336.3 
331.7 
334.8 
327.8 
330.3 
330.3 
333.6 
323.5 

+5.7 

February  28 

+7.8 

March  15 . 

+7.6 

March  31 

+8.2 

April  15 

+7.3 

April  30 

May  15 

+9.2 
+10.5 

May  31 

+9.9 

+8.9 

June  30 

+8.6 

1  Adjustment  to  $4.0  billion  cash  balance  places  data  on  basis  comparable  to  estimates  given  on  June  13 , 
1966,  as  shown  in  column  (2). 

Exhibit  26. — Supplementary  statement  by  Secretary  Fowler,  May  15, 1967,  before 
the  House  Ways  and  Means  Committee,  on  the  coverage  of  the  public  debt 
limit 

This  statement  provides  additional  comment  on  the  coverage  of  the  public 
debt  limit.  It  supplements  the  point  made  in  my  main  statement — that  our 
definite  preference  and  recommendation  is  that  the  coverage  of  the  debt  limit  not 
be  changed. 

One  recurring  point  in  the  discussions  of  debt  limit  coverage  is  that  the  current 
debt  limit  concept  is  not  as  clean-cut  as  one  might  wish.  The  limit  covers  not 
only  the  debt  obligations  issued  by  the  U.S.  Treasury,  under  the  Second  Liberty 
Bond  Act,  but  also  a  modest  amount  of  other  debt  which,  by  statute,  is  guaranteed 
as  to  principal  and  interest  by  the  United  States. 

The  main  items  under  the  limit  in  addition  to  Treasury  debt  at  the  end  of 
April  1967  were  $19.8  million  of  District  of  Columbia  Armory  Board  Stadium 
Bonds,  and  about  $485  million  of  Federal  Housing  Administration  debentures. 
These  are  contingent  liabilities.  They  are  payable  in  the  first  instance  out  of,  m 
one  case,  the  net  revenues  of  the  District  of  Columbia  Stadium  and,  in  the  other, 
various  FHA  insurance  funds.  In  contrast,  what  stands  behind  U.S.  Treasury 
obligations  is  the  taxing  power  of  the  U.S.  Government. 
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Another  cleanup  would  deal  with  certain  minor  items  of  direct  Treasury  debt 
now  excluded  from  the  statutory  limit.  The  limit  excludes  debt  issued  under 
statutes  other  than  the  Second  Liberty  Bond  Act  and  old  currency  items  for  which 
the  Treasury  has  assumed  responsibility.  These  totaled  $266  million  on  April  30, 
1967.  Their  inclusion  and  the  exclusion  of  the  contingent  items  mentioned  earlier 
wovild  put  the  debt  subject  to  limit  and  the  gross  public  debt  on  the  same  basis. 

Before  turning  to  the  question  of  contingent  liabilities  not  now  under  the  limit, 
some  other  variations  of  debt  limit  coverage  might  be  considered.  One  possibility 
would  be  to  remove  from  the  debt  limit  the  Treasury  obligations  held  by  the 
trust  funds.  Federal  agencies  and  the  Federal  Reserve  System.  That  would  take 
away  roughly  $115  billion  from  the  current  coverage.  The  rationale  might  be 
that  the  limit  need  cover  only  debt  sold  to  the  private  market,  not  to  official 
accounts. 

Another  variant  might  be  to  deduct  from  the  debt  limit  federally  held  direct 
loans  outstanding.  This  "net  debt"  concept  would  reduce  the  debt  subject  to 
limit  by  about  $34  billion.  A  feature  of  this  concept  is  that  the  sale  of  participation 
certificates  would  not  reduce  the  debt  subject  to  limit  because  the  financial  assets 
to  be  put  into  the  pool  would  have  been  deducted  from  the  debt  subject  to  limit 
already. 

If  we  ask  whether  some  other  obligations  or  liabilities,  not  now  under  a  debt 
limit  should  appropriately  be  placed  under  one,  there  is  a  major  difficulty  in 
distinguishing  among  obligations  that  might  or  might  not  merit  inclusion. 

The  earlier  discussion  of  this  matter  focused  particularly  on  participation 
certificates  in  pools  of  federally  owned  financial  assets.  Presumably  the  rationale 
for  considering  inclusion  of  the  participation  certificates  under  a  debt  limit 
would  be  that  an  underlying  Federal  liability  remains,  whether  the  Government's 
holdings  of  financial  assets  are  financed  with  U.S.  Treasury  obligations  or  with 
the  sale  of  participation  certificates.  It  is  significant  to  me,  however,  that  the 
holder  of  the  participation  certificate  looks  first  to  the  pool  of  private  credit 
instruments,  and  only  on  a  contingent  basis  to  the  financial  resources  of  the 
Federal  Government.  It  is  otherwise  with  a  holder  of  Treasury  bills,  note.s,  or 
bonds. 

Moreover,  the  Federal  Government's  contingent  liability  in  connection  with 
participation  certificates  of  FNMA  or  the  Export-Import  Bank  is  just  the  same 
as  with — 

Federal  Housing  Administration  insured  loans. 

Veterans'  Administration  guaranteed  housing  loans. 

Commodity  Credit  Corporation  certificates  of  interest, 

Farmers  Home  Administration  insured  mortgages. 

Economic  Development  Administration  guaranteed  loans, 

Maritime  Administration  insured  loans, 

Guaranteed  military  assistance  credits. 

Federally  insured  student  loans, 

Loans  guaranteed  by  the  Public  Health  Service, 

Public  housing  and  urban  renewal  guaranteed  loans. 

Loans  guaranteed  by  the  Agency  for  International  Development, 

Export-Import  Bank  guaranteed  loans  (in  addition  to  Eximbank  participation 

certificates),  and 
Small  Business  Administration  guaranteed  loans. 

Taken  together  these  contingent  obligations  would  total  an  estimated  $105 
billion  at  the  end  of  fiscal  year  1967  and  $116  billion  at  the  end  of  fiscal  1968. 

In  addition,  one  might  add  to  a  list  of  contingent  liabilities  of  the  Federal 
Government  the  direct  debt  of  certain  Federal  agencies  such  as: 

Federal  home  loan  banks, 

Tennessee  Valley  Authority, 

Federal  National  Mortgage  Association  (for  secondary  market  operations), 

Federal  land  banks. 

Banks  for  cooperatives,  and 

Federal  intermediate  credit  banks. 

These  obligations  do  not  carry  specific  language  providing  a  U.S.  Government 
guarantee,  but  it  is  generally  understood  that  the  Government  stands  in  back  of 
these  issues.  These  agency  obligations  would  amovmt  to  an  estimated  $21.5 
billion  at  the  end  of  June  1967,  and  $23.3  billion  at  the  end  of  June  196S. 
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Such  an  all-inclusive  list,  however,  would  not  be  workable.  The  attempt  to 
make  it  work  would  require  a  most  unwelcome  and  complex  network  of  controls 
over  private  credit  market  activities.  I  wonder,  for  example,  if  we  would  want  to 
be  in  the  position  of  having  to  hold  back  the  Federal  Housing  Administration's 
insurance  program,  the  VA  mortgage  guarantee  program,  or  the  CCC  price 
support  program,  because  of  running  up  toward  a  debt  limit.  Yet  the  contingent 
liability  here  is  the  same  as  in  the  case  of  participation  certificates. 

At  first  glance,  there  is  an  attraction  to  a  limit  on  contingent  debt  and  direct 
agency  debt,  in  that  it  offers  a  way  to  focus  attention  on  an  important  element  in 
our  financial  picture.  Federal  credit  programs  have  grown  rapidly  and  their 
role  is  not  always  fully  appreciated.  But  certainly  there  is  a  difference  between  a 
policy  of  keeping  careful  track  of  a  set  of  diverse  programs,  and  a  policy  of  apply- 
ing a  dollar  ceiling  that  would  tend  either  to  be  so  ample  and  permissive  as  to 
constitute  no  ceiling  at  all,  or  so  tight  as  to  risk  infringing  on  essentially  private 
credit  market  activity. 

However,  should  the  Congress  still  wish  to  consider  a  limit  on  these  contin- 
gencies, I  am  strongly  of  the  opinion  that  it  should  be  separate  and  apart  from  the 
limit  on  direct  Treasury  obligations.  For  this  second  debt  limitation  a  workable 
group  could  probably  be  selected  from  the  lists  of  contingent  liabilities  and  direct 
agency  debt  given  above.  It  might  include  contingent  liabilities  such  as  partici- 
pation certificates.  Farmers  Home  insured  paper,  public  housing  and  urban 
renewal — and  other  programs  where  there  is  effective  budgetary  program  control. 
It  might  also  include  the  direct  debt  of  agencies  that  are  either  owned  at  least 
partially  by  the  Federal  Government  or  that  have  a  statutory  call  on  the  Federal 
Government  for  financial  support.  This  grouping  could  include,  for  example, 
TVA  securities,  FNMA  secondary  market  obligations,  some  of  the  farm  credit 
obligations  and  Federal  home  loan  bank  issues.  Treasury  and  Budget  staffs  have 
developed  one  such  list  of  contingent  obligations  which  we  are  prepared  to  submit 
for  the  record. 

There  is  still  a  question  about  the  logic  of  this  arrangement,  for  it  would  seem 
to  set  another  control  over  what  is  already  controlled,  but  leave  untouched  such 
programs  as  Federal  Housing  Administration  insurance  where  the  contingent 
liability  is  just  as  great  but  there  is  no  close  program  level  control. 

Thus,  I  am  not  convinced  that  placing  contingent  liabilities  or  direct  agency 
debt  under  a  ceiling  would  serve  a  useful  purpose,  and  accordingly  I  recommend 
that  no  change  be  made  in  the  present  coverage  of  the  debt  limit.  There  would  be 
an  improvement  in  the  consistency  of  the  existing  coverage  if  the  District  of 
Columbia  Stadium  Bonds  and  FHA  debentures  were  taken  out  of  the  present 
debt  limit,  and  some  minor  Treasury  debt  items  added,  but  this  is  not  a  high 
priority  matter. 

Exhibit  27. — Statement  by  Secretary  Fowler,  June  23,  1967,  before  the  Senate 
Finance  Committee,  on  the  public  debt  limit 

I  am  here  today  to  talk  about  financing  a  war.  It  is  a  costly  war  and  it  must 
be  financed  consistently  with  the  preservation  of  soundly  balanced,  and  fruitful, 
economic  growth  at  home  while  we  are  fighting  to  maintain  freedom  in  a  far-off 
corner  of  the  world. 

Fiscal  responsibility  means  differing  things  in  differing  circumstances. 

In  a  wartime  context  it  must  include  the  courage  and  willingness  to  vote  to 
raise  the  money  that  is  as  necessary  as  the  guns,  planes,  and  materiel  needs  of 
our  forces  in  Southeast  Asia.  Those  who  support  our  national  effort  to  defend 
freedom  from  Communist  aggression  in  Vietnam  do  not  hesitate  to  vote  over- 
whelmingly for  appropriations  to  support  our  forces  there.  They  will  equally 
support  legislation  needed  to  facilitate  the  financing  of  those  appropriations. 

Fiscal  responsibility  means,  in  contemporary  circumstances,  that  in  financmg 
the  war  we  should  obtain  as  much  as  possible  from  current  tax  revenues  as  the 
economic  outlook  permits. 

It  means  that  expenditures  in  excess  of  revenues  have  to  be  financed  with 
debt,  and  that  we  must  have  the  ability  to  borrow  the  needed  amounts  of  money 
in  the  market.  We  do  not  intend  to  be  in  the  position  of  "squeezing  a  buck' 
where  it  can  cost  the  lives  of  our  soldiers  or  the  freedom  of  a  democratic  people. 

Finally,  fiscal  responsibility  means  that  we  must  have  flexibility  in  our  borrow- 
ing to  manage  the  public  debt  as  a  constructive  force  in  the  economy. 
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The  present  temporary  ceiling  of  $336  billion  extends  only  through  June  30 
of  this  year.  On  July  1,  the  limit  reverts  to  the  permanent  level  of  $285  billion. 
We  expect  the  actual  debt  to  be  about  $327  billion  oji  June  30,  and  to  rise  con- 
siderably above  that  level  in  coming  months,  so  it  is  obvious  that  prompt  action 
is  needed. 

Let  me  underscore  at  this  point  that  it  was  not  a  part  of  our  plans  to  present 
this  important  matter  to  this  body  at  so  late  a  date.  I  am  very  conscious  of  the 
fact  that  we  were  urged  to  present  our  recommendations  early,  so  as  to  pcjrmit 
ample  time  for  studj'  and  review. 

We  did  in  fact  have  our  initial  hearing  before  the  House  Ways  and  Means 
Committee  on  May  15 — an  earlier  starting  date  than  usual.  The  time  consumed 
between  then  and  now  has  resulted,  in  good  part,  because  we  requested  action 
on  two  matters  that  have  long  been  of  interest  to  the  Senate  Finance  Committee 
and  that  had  been,  for  too  long,  deferred  on  the  grounds  that  the  speediest  possible 
action  was  needed  on  the  debt  ceiling.  I  refer  to  the  matters  of  revising  the  per- 
manent debt  ceiling  and  modifying  the  4^i  percent  interest  rate  ceiling  on  Treasury 
issues  maturing  in  over  5  years.  Because  of  the  time  taken  on  these  matters 
by  the  other  body,  I  am  able  to  urge  your  prompt  approval  of  a  bill  which  goes 
some  worthwhile  distance  in  directions  long  urged  by  distinguished  members  of 
this  committee. 

There  should  be  no  misapprehension  about  the  nature  of  our  debt  limit  need 
nor  about  the  impact  of  Vietnam  on  our  economy  and  our  budget.  Let  me  cite  the 
recent  record : 

In  fiscal  year  1966,  the  special  cost  of  Vietnam  was  $6.1  billion.  Absent  this 
cost,  and  absent  also  the  $1.2  billion  of  extra  revenue  from  the  Tax  Adjustment 
Act  of  1966,  which  was  enacted  because  of  Vietnam,  the  administrative  budget 
would  have  been  in  surplus  by  $2.6  billion  instead  of  in  deficit  by  $2.3  billion. 
And  the  actual  deficit,  incidentally,  was  the  smallest  since  fiscal  year  1960. 

In  fiscal  year  1967  the  special  cost  of  Vietnam  will  be  a  little  over  $20  billion. 
Eliminating  that  cost  along  with  the  $4.6  billion  of  revenues  from  the  Tax  Ad- 
justment Act  of  1966,  there  would  be  a  budget  surplus  this  year  of  some  $5 
billion— instead  of  the  deficit  of  roughly  $11  billion  that  now  appears  to  be  in 
the  making. 

For  fiscal  year  1968,  it  was  estimated  last  January  that  the  special  cost  of 
Vietnam  would  be  $22.4  billion.  Without  that  Vietnam  cost,  and  also  without 
the  added  tax  measures  proposed  in  January,  the  1968  budget  was  estimated 
to  yield  a  surplus  of  $8.8  billion  rather  than  a  deficit  of  $8.1  billion. 

On  a  revised  reading  for  fiscal  year  1968,  we  would  ]>lace  Vietnam  costs  and 
other  expenditures  a  little  higher  and  total  receipts  somewhat  lower.  In  tes- 
timony before  the  House  Ways  and  Means  Committee  on  May  15,  I  indicated 
that  the  prospective  deficit  in  fiscal  year  1968  was,  in  round  numbers,  $11  billion. 
But  the  point  still  stands  that,  absent  Vietnam  and  absent  the  special  tax  meas- 
ures proposed  in  January  we  would  be  looking  at  a  budget  surplus  rather  than 
a  sizable  deficit. 

In  short,  except  for  Vietnam,  we  would  now  be  facing  potential  Federal  sur- 
pluses, and  trying  to  decide  how  best  to  employ  those  surpluses  among  tax  re- 
duction, debt  reduction,  and  expenditures  for  needed  domestic  programs  to  raise 
the  quality  of  life  in  America. 

But  reality  would  have  it  otherwise  and  instead  of  the  welcome  task  of  dis- 
tributing fiscal  dividends  we  have  the  difficult,  yet  necessary,  task  of  financing 
a  war  that,  however  distant  geographically,  is  very  close  in  its  meaning  to  our 
lives  and  ideals. 

A  number  of  steps  have  been  taken  already  to  insure  that  the  special  demands 
of  Vietnam  are  financed  soundly,  in  a  balanced  economy  without  the  panoply 
of  cumbersome  direct  controls  that  have  been  employed  in  past  periods  of  heavy 
military  expenditure.  This  approach  has  been  accompanied  by  a  record  of  up- 
ward price  movement  far  below  those  that  characterized  World  War  II  or  the 
Korean  war,  and  even  below  that  in  the  major  peacetime  expansion  of  the  mid- 
fifties. 

In  early  1966  the  Tax  Adjustment  Act,  passed  promptly  by  the  Congress, 
deferred  declines  in  certain  excise  taxes  and  put  corporations  and  individuals 
on  a  more  current  footing  in  their  payment  of  income  taxes. 

Administrative  measures  were  taken  in  the  spring  of  1966  to  speed  the  payment 
of  corporate  income  taxes,  and  steps  were  taken  within  the  past  several  months 
to  put  certain  excise  taxes  on  a  more  current  basis. 
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The  investment  tax  credit  was  suspended  in  October  1966,  not  as  a  revenue 
measure  but  as  a  selective  measure  to  help  slow  down  an  area  of  spending  that 
was  putting  the  economy  and  the  financial  markets  under  excessive  pressure; 
as  soon  as  it  was  clear  that  the  special  reasons  for  suspending  the  credit  no  longer 
existed,  the  President  recommended  lifting  the  suspension  and  the  Congress 
has  now  acted. 

As  part  of  our  sound  financing  program,  we  have  launched  the  largest  U.S. 
savings  bonds  campaign  since  World  War  II.  Holdings  of  savings  bonds,  which  are 
the  most  stable  and  noninflationary  form  of  debt  financing  that  can  be  devised, 
have  increased  from  $48.8  bilUon  at  the  end  of  June  1965  to  $50.7  billion  in  May 
1967.  Over  $1.1  billion  has  been  added  to  pubUc  holdings  of  these  bonds  just  in 
the  past  year. 

This  year  we  are  supplementing  the  sale  of  regular  savings  bonds  with  a  new 
Freedom  Share  savings  note.  It  carries  a  higher  interest  rate  than  series  E  savings 
bonds  and  must  be  held  at  least  a  year  before  redemption.  It  is  designed  to  pro- 
duce additional  savings,  while  not  diverting  savings  from  thrift  institutions,  so 
we  do  not  look  to  the  Freedom  Share  to  bring  in  multiple  billions  of  dollars — but 
we  do  expect  it  to  make  a  significant  contribution  to  sound  financing  of  the  deficit. 

Civilian  expenditure  programs  have  been  held  down  to  a  minimum  consistent 
with  meeting  basic  national  objectives  in  the  many  areas  that  we  cannot  afford 
simply  to  neglect  because  we  are  fighting  a  costly  war. 

We  have  also  proposed  a  6  percent  tax  surcharge  to  defray  additional  military 
expenditures  and  keep  the  overall  Federal  deficit  within  bounds  that  the  economy 
and  the  financial  markets  can  handle.  We  need  to  pay  for  the  increased  cost  of 
the  war  projected  for  the  next  fiscal  year.  We  certainly  do  not  want  to  risk  re- 
sumption of  the  monetary  strains  and  excessively  high  interest  rates  that  occurred 
last  year,  and  that  means  the  Government's  own  demands  on  the  credit  markets 
must  be  held  down. 

I  am  not  here  today  to  talk  about  the  tax  surcharge,  however.  That  will  be 
taken  up  in  due  course.  Let  me  make  a  brief  comment  about  the  need  for  the 
increase.  It  will  be  needed  and  the  economic  evidence  generated  in  the  months 
since  it  was  proposed  has  strengthened  my  conviction  on  this  score.  The  economy 
neither  needs  nor  can  tolerate  the  kind  of  stimulus  it  would  receive  in  the  second 
half  of  this  year  from  a  Federal  deficit  of  the  size  that  would  emerge  without  the 
proposed  tax  surcharge,  given  the  other  changes  in  the  situation  that  have  been 
and  are  occurring. 

With  or  without  the  tax  surcharge,  however,  we  must  have  flexibility  to  finance 
the  war  and  manage  the  Nation's  fiscal  affairs  prudently.  That  means  having 
adequate  room  under  the  debt  limit  to  cover  the  wide  range  of  contingencies 
present  at  this  time,  and  having  greater  flexibilitj'  to  borrow  outside  the  short- 
term  area,  in  the  interest  of  sound  debt  management. 

A  year  ago,  I  asked  the  Congress  to  approve  a  temporary  rise  in  the  debt  limit 
to  $332  billion,  to  extend  through  fiscal  year  1967.  I  pointed  out  then  that  the 
budget  figures  were  uncertain,  and  I  reemphasized  this  point  when  the  Ways  and 
Means  Committee  provided  an  increase  only  to  $330  billion.  I  noted  then  that  it 
might  be  necessary  to  return  before  the  end  of  fiscal  1967  to  provide  additional 
leeway  for  the  debt. 

It  was  indeed  necessary  to  return  for  an  interim  increase.  The  debt  ran  higher 
by  the  middle  of  fiscal  1967  largely  because  of  the  bigger  than  expected  rise  in 
expenditures  for  Vietnam,  and  the  impact  of  tight  money  markets  in  impediiig 
financial  asset  sales,  raising  interest  costs,  and  adding  to  loan  disbursements  in 
areas  particularly  hurt  by  tight  money  markets. 

The  Congress  responded  promptly,  early  this  year,  in  raising  the  temporary 
debt  ceiling  to  $336  billion.  This  provided  sufficient  leeway  to  resume  policies  of 
careful  and  prudent  cash  management — after  a  period  of  some  weeks  when  we 
operated  hand-to-mouth  in  our  cash  management. 

The  higher  limit,  while  it  provided  elbow  room,  was  not  taken  as  a  license  to 
spend  or  incur  debt  freely.  Indeed,  the  highest  point  of  debt  actually  reached 
after  the  limit  was  raised  was  $333,227  million  on  March  14 — well  within  the  $336 
billion  ceiling.  By  June  30,  1967,  we  project  that  the  debt  will  be  down  to  about 
$327  billion. 

Our  latest  estimate  of  the  administrative  budget  for  fiscal  year  1967,  as  I  have 
already  noted,  yields  a  deficit  of  around  $11  billion.  This  is  up  $1.3  billion  from 
the  estimates  submitted  last  January.  Receipts  are  estimated  to  be  down  $0.5 
billion,  reflecting  a  number  of  minor  revisions,  including  the  early  restoration 
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of  the  investment  tax  credit.  Expenditures  are  M'orking  out  to  be  approximately 
$500  million  to  $750  million  higher  than  estimated  in  January. 

The  budget  submitted  last  January  for  fiscal  year  1968  estimated  expenditures 
of  $135  billion,  and  revenues  of  $126.9  billion,  yielding  an  administrative  budget 
deficit  of  $8.1  billion.  We  do  not  yet  have  a  firm  basis  for  making  a  thorough- 
going revision  of  these  estimates.  A  rough  interim  revision,  which  as  I  indicated 
earlier  was  provided  to  the  Ways  and  Means  Committee  last  month,  placed 
the  deficit  about  $3  billion  higher — or  around  $11  billion.  The  $3  billion  difference 
reflected,  about  equallj^  higher  spending  and  lower  revenue. 

The  $11  billion  deficit  figvire  for  fiscal  year  1968  remains  our  planning  base 
in  projecting  debt  figures  ahead,  although  I  must  say  that  there  are  a  number 
of  uncertainties  and  contingencies  bearing  on  this  figure  and  tending  if  anj^- 
thing  to  raise  rather  than  to  lower  it.  These  uncertainties  and  contingencies 
are  of  a  scope  that  calls  for  a  far  difi'ei-ent  approach  to  the  debt  limit  than  has 
been  followed  in  recent  years. 

On  the  revenue  side,  one  element  of  uncertainty  is  the  tax  surcharge  which 
the  President  recommended  early  this  year.  The  deficit  figure  of  $11  billion 
assumes  a  July  1  effective  date  for  the  recommended  surcharge.  Enactment  by 
that  particular  date  is  no  longer  feasible.  Let  me  underscore  again,  howev(ir, 
that  there  is  no  wavering  in  the  Administration's  intentions  about  the  surcharge. 
It  has  been,  and  still  is,  a  definite  part  of  the  fiscal  program.  But  since  it  has 
yet  to  be  enacted,  I  mvist  consider  it  as  a  contingent  item. 

Also  on  the  revenue  side,  I  must  regard  the  expected  yield  of  existing  tax 
rates  as  uncertain  in  some  degree.  The  report  of  the  Ways  and  Means  Committee 
refers  to  revenue  estimates  for  fiscal  year  1968  by  the  staff  of  the  Joint  Com« 
mittee  on  Internal  Revenue  Taxation.  Those  estimates,  after  allowing  for  the 
effect  of  proposed  legislation,  are  about  $4  billion  below  the  January  budget 
estimates,  and  also  about  $2}-^  billion  under  the  rough  interim  estimate  that 
we  presented  to  the  Ways  and  Means  Committee  in  mid-May.  Based  on  our 
latest  information  on  individual  income  tax  revenues  and  corporate  revenues, 
while  much  uncertainty  remains,  I  think  it  would  be  fair  to  say  that  the  Joint 
Committee  staff  estimates  could  very  well  approach  the  revenue  picture  for  fis- 
cal year  1968  more  closely  than  did  our  prior  estimates.  Conseqviently,  the  total 
receipts  figures  they  use  for  the  forthcoming  fiscal  year  may  be  regarded  for  the 
purposes  of  these  hearings  as  a  reasonable  quantification  of  our  revenue  prospects. 

On  the  spending  side,  I  can  only  repeat  that  wars  are  by  their  very  nature 
uncertain,  and  so  are  the  expenditures  needed  to  carr,y  them  out.  Our  estimates 
of  Vietnam  spending  are  not  subject  to  the  particular  source  of  underestimate 
that  occurred  this  current  fiscal  year,  when  the  initial  estimates  rested  on  the 
assumption  that  the  conflict  would  end  by  June  30,  1967.  Still  I  must  say  that  a 
margin  of  underestimate,  or  overestimate — but  more  likely  the  first — is  always  a 
possibility.  These  are  contingencies  that  must  be  given  due  regard. 

In  the  hearings  before  the  other  body,  a  further  area  of  contingency  was  also 
brought  out — namely,  the  possibility  that  not  all  of  the  projected  participation 
sales  of  financial  assets  would  be  carried  out,  leading  to  a  larger  deficit  in  the 
administrative  budget  and  larger  rise  in  Treasury  debt  than  would  otherwise  be 
the  case. 

The  practice  in  recent  years,  in  estimating  debt  limit  needs,  has  been  to  pro- 
ject a  level  of  debt  for  the  year  ahead  on  the  basis  of  a  constant  $4  billion  cash 
balance,  and  then  to  request  a  $3  billion  allowance  for  contingencies.  I  believe 
this  practice  is  not  suited  to  present  circumstances  for  two  reasons: 

First,  the  contingencies  just  outlined  are  of  a  number  and  scope  that  render  the 
$3  billion  allowance  inadequate.  It  is  worth  noting  that  quite  apart  from  the 
special  uncertainties  affecting  fiscal  1968,  the  standard  $3  billion  allowance  dates 
back  to  1958,  when  the  Federal  budget  and  the  national  economj'^  were  only  a 
little  over  half  the  size  in  prospect  for  the  year  just  ahead. 

Second,  I  think  it  is  timely  to  change  the  permanent  debt  ceiling,  which  has 
remained  at  $285  billion  since  1959 — and  if  that  is  done  the  ceiling  should  be 
revised  to  a  level  that  stands  a  reasonably  good  chance  of  lasting  for  longer  than 
the  one  year  interval  that  has  typificid  chnnges  in  the  temporarj^  ceiling. 

As  I  need  not  remind  members  of  this  committee,  in  light  of  j^ovu-  initial  action 
on  the  debt  limit  bill  last  February,  the  present  $285  billion  permanent  ceiling 
hangs  as  "sword  of  Damocles"  over  the  Congiess — and  over  the  Secretary  of  the 
Treasury — requiring  legislative  action  on  the  debt  ceiling  by  June  30  each  year 
lest  the  limit  drop  down  to  an  obviously  unrealistic  level.  Thus  it  makes  good  sense 
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to  revise  tliis  ceiling.  But  in  so  doing  there  would  seem  to  be  little  gained  in  moving 
to  u  ceiling  that  did  not  offer  some  reasonably  good  prospect  for  durability. 

Accordingly,  rather  than  ask  for  another  rise  in  the  temporary  ceiling  that 
would  last  only  through  fiscal  year  1968,  I  recommend  a  significant  increase  in  the 
permanent  debt  ceiling — to  a  level  that,  hopefully,  will  provide  ample  margin  for 
federal  debt  operations  and  cash  management  at  least  through  fiscal  year  1969. 

There  is  ample  precedent,  from  the  World  War  II  period,  for  providing  large 
debt  limit  increases  that  made  sure  the  limit  would  not  be  a  constraint  on  neces- 
sary wartime  finance.  From  1941  to  1945,  annual  increases  in  the  debt  limit 
ranged  from  $40  billion  to  $85  biUion.  At  the  end  of  the  war  there  was  a  substan- 
tial margin  of  extra  leeway  and  the  debt  limit  was  cut  back  by  $25  billion. 

Based  on  that  experience,  I  believe  it  would  have  been  entirely  appropriate  to 
increase  the  permanent  ceiling  to  $375  billion.  At  the  same  time,  I  can  well 
understand  a  desire  on  the  part  of  Congress  to  set  a  limit  that,  whUe  not  in- 
hibiting the  financing  needed  for  Vietnam,  stayed  closer  to  near-term  foreseeable 
contingencies  than  would  a  $375  billion  permanent  ceiling  at  this  time. 

It  is  as  a  result  of  considering  these  more  or  less  foreseeable  contingencies  that 
the  permanent  debt  limit  figure  of  $358  billion  emerged  from  the  deliberations  of 
the  other  body.  That  is  the  level  of  the  permanent  debt  limit  incorporated  in 
H.R.  10867. 

Let  me  review  with  you  the  background  for  that  determination.  The  starting 
point  is  the  table  of  projected  debt  levels  appended  to  this  statement,  based  on  a 
prospective  budget  deficit  of  $11  billion  in  fiscal  year  1968,  and  a  constant  cash 
balance  of  $4  billion.  The  highest  point  of  debt  projected  in  that  table  is  $345.2 
billion,  reached  on  March  15,  1968.  But  that  is  without  any  allowance  at  all  for 
contingencies.  Now  add  the  following  for  contingencies: 

[In  billions] 

1.  Normal  contingency  allowance $3.  0 

2.  Possible  delay  in  effective  date  of  tax  surcharge 2.  2 

3.  Possible  shortfall  in  revenues  at  current  tax  rates,  based  on  estimates  of 

Joint  Committee  staff  (cumulative  effect  by  Mar.  15,  1968) 1.  1 

4.  Possible  shortfall  in  sales  of  participation  certificates — or,  alternatively, 

provision  for  including  participation  certificates  issued  in  fiscal  year 

1968  under  the  debt  limit  (cumulative  effect  by  Mar.  15,  1968) 3.  5 

5.  Hypothetical  addition  to  defense  costs 3.  0 


Total  contingencies 12.  8 

Adding  the  $12.8  billion  allowance  for  contingencies  to  the  projected  peak 
debt  of  $345.2  billion,  one  arrives  at  $358  billion  as  an  appropriate  debt  limit 
level  for  fiscal  year  1968.  Let  me  stress  that  these  are  contingencies,  not  certainties. 
To  guess  what  the  impact  might  be  of  a  delay  in  the  proposed  tax  surcharge  is 
the  sheerest  speculation.  So  is  the  figure  plugged  in  for  hypothetical  additional 
defense  costs. 

Looking  beyond  fiscal  year  1968 — as  we  should  if  we  are  seeking  to  set  a  re- 
vised permanent  debt  ceiling  that  will  have  some  qualities  of  durability — the 
uncertainties  and  contingencies  cover  an  even  wider  range  than  those  that  are 
dimly  foreseeable  for  the  next  year.  Based  on  past  experience,  however,  a  major 
determinant  of  the  debt  limit  need  applicable  in  fiscal  year  1969  will  be  the 
seasonal  rise  in  debt  from  the  start  of  the  fiscal  year  to  the  high  point  reached  in 
the  late  winter  or  spring  months.  That  is  the  basis  of  the  rough  rule-of-thumb 
which  relates  next  year's  debt  limit  need  to  this  year's  peak  debt  level  plus  this 
year's  deficit. 

It  is  this  seasonal  need  that  has  been  incorporated  into  H.  R.  10867  and  appHed 
to  the  fiscal  years  1969  and  beyond.  We  do  not  know  the  basic  budget  position 
that  may  apply  in  fiscal  year  1969,  but  we  can  estimate  that  whether  that  position 
is  one  of  surplus,  deficit  or  balance,  there  will  be  a  seasonal  upswing  in  debt 
during  the  first  8  or  9  months  of  the  year  which  will  be  a  major  factor  in  deter- 
mining the  peak  debt  for  the  period. 

The  experience  of  recent  years  suggests  that  the  seasonal  upswing  in  debt 
would  be  about  $7  billion,  and  that  is  the  figure  provided  in  H.R.  10867.  The 
seasonal  variation  arises  because  of  the  uneven  pattern  of  tax  receipts  over  the 
year,  with  a  more  than  proportionate  share  concentrated  in  the  last  Sji  months 
of  the  fiscal  year.  That  means  that  in  the  first  8}^  months,  with  receipts  running 
seasonally  light,  there  must  be  some  extra  borrowing  until  the  heavy  tax  months 
roll  around. 
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The  soasonal  nature  of  the  $7  l)illion  addition  to  the  debt  limit  provided  in  II.  R. 
10867  is  unmistakably  clear.  The  addition  applies  to  the  period  from  Jul3'  1 
through  June  29  of  each  fiscal  year,  beginning  July  1,  1908,  but  each  June  30 
the  debt  limit  drops  back  to  the  permanent  level  of  $358  billion.  We  believe 
this  arrangement  provides  reasonable  operating  flexibility  while  maintaining 
the  principle  that  the  permanent  debt  ceiling  should  be  held  in  reasonably  close 
check. 

Coverage  of  the  debt  limit 

A  further  provision  of  H.R.  10867  is  that  participation  certificates  in  pools  of 
federally  owned  financial  assets  issued  by  the  Federal  National  Mortgage  Associa- 
tion during  fiscal  year  1968  shall  be  counted  under  the  debt  limit  for  as  long  as 
those  participation  certificates  remain  outstanding.  We  did  not  seek  the  inclusion 
of  this  provision.  It  reduces  our  leeway  under  any  given  ceiling,  and  it  takes 
a  step — even  though  it  is  a  temporary  step — along  a  path,  the  end  of  which  we 
cannot  clearly  foresee.  However,  we  can  live  with  the  provision  embodied  in 
H.R.  10867,  and  we  recommend  that  in  the  interest  of  speedy  passage  of  this 
vital  legislation  the  entire  bill  be  approved. 

Our  own  preference,  as  I  informed  the  Ways  and  Means  Committee,  would 
have  been  to  make  no  change  in  the  coverage  of  the  debt  limit  at  this  time. 
This  was  our  conclusion  after  devoting  some  considerable  staff  study  to  this 
question  following  the  debt  limit  hearings  at  the  beginning  of  this  year.  This 
was  not  because  we  regarded  the  existing  arrangements  as  incapable  of  improve- 
ment, but  because  the  proposals  that  have  been  advanced  did  not  appear  to  us 
to  offer  the  prospect  of  significant  improvement. 

A  particular  reason  for  delay  is  that  further  light  on  this  whole  question  of 
debt  limit  coverage  may  emerge  from  the  studies  of  the  President's  Commission 
on  Budget  Concepts.  While  the  Ways  and  Means  Committee  took  note  of  the 
Commission's  possible  contribution  in  this  area,  they  nevertheless  chose  to  incor- 
porate the  provision  described  for  including  participation  certificates  under  the 
debt  ceiling.  But,  as  I  have  noted,  in  light  of  the  present  time  factor,  the  pro- 
visions of  H.R.  10867  on  this  matter  are  workable  and  acceptable  to  us,  even  if 
not  especially  welcome. 

The  4V4  percent  ceiling 

Let  me  turn  now  to  the  4K  percent  interest  rate  ceiling  and  the  modification 
of  that  ceUiug  provided  in  H.R.  10867.  Because  of  the  4).^  percent  interest  rate 
ceiling  on  Treasury  bonds,  the  Treasury  has  been  unable  to  sell  marketable 
debt  issues  maturing  in  over  5  years  since  May  1965 — just  before  events  in  Vietnam 
led  to  an  escalation  not  just  in  our  military  effort  but  also  in  oiu"  economy,  credit 
demands,  and  interest  rates. 

As  I  mentioned  eai'lier,  the  intensified  savings  bonds  campaign  has  made  a 
contribution  to  an  improved  debt  structure,  and  it  will  continue  to  do  so  with  the 
introduction  of  the  Freedom  Share  this  year.  But  savings  bonds  and  Freedom 
Shares  cannot  do  the  whole  job.  Good  maturity  balance  must  be  achieved  and 
maintained  in  the  marketable  debt,  too. 

In  the  early  1960's,  with  long-term  interest  rates  holding  relatively  steady,  the 
Treasury  made  big  strides  in  improving  the  maturity  structure  of  the  marketable 
debt — relieving  the  under-5-year  area  of  heavy  maturities  and  issuing  instead  a 
large  volume  of  intermediate  and  longer  term  debt. 

Chiefly  through  the  use  of  advance  refundings — inducing  holders  of  relatively 
short-term  issues  to  exchange  into  relatively  long  term  issues — the  average 
maturity  of  the  marketable  debt  was  raised  from  4  years  2  montlis  in  September 
I960  to  5  years  5  months  in  January  1965.  The  proportion  of  the  marketable 
debt  maturing  within  5  years  was  reduced  from  78  percent  in  September  1960  to 
67  percent  in  January  1965. 

The  wisdom  of  these  efforts  to  lengthen  the  debt  was  demonstrated  last  year, 
when  very  high  rates  had  to  be  paid  on  refundings.  Fortunately,  the  magnitude  of 
the  refunding  job  had  been  substantially  reduced  because  of  previous  advance 
refundings. 

Since  early  1965,  the  trend  has  been  toward  a  shorter  average  maturity  and 
a  heavier  concentration  of  debt  within  the  5-year  area.  From  an  average  maturity 
of  5  years  5  months  in  January  1965,  the  marketable  debt  shortened  to  4  years 
6  months  at  the  end  of  May  1967.  The  proportion  of  the  marketable  debt  maturing 
within  5  years  has  grown  from  67  percent  to  77  percent  over  this  period.  At  the 
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end  of  June  1967  the  average  maturity  of  the  marketable  debt  will  still  bo  about 
4  years  6  months,  or  5  months  shorter  than  a  year  earlier. 

What  might  happen  to  the  debt  structure  over,  say,  the  next  year  and  a  half, 
if  the  Treasmy  issued  no  debt  maturing  in  over  5  years?  Assuming  that  new- 
borrowings  and  refundings  are  handled  about  in  line  with  patterns  during  the 
past  2  years,  we  would  estimate  the  average  maturity  of  the  marketable  debt  by 
the  end  of  December  1968  at  3  years  8  months — well  under  the  1960  low  point. 
Some  85  percent  of  the  marketable  debt  would  mature  within  5  years,  including 
nearly  50  percent  maturing  within  1  year. 

This  shortening  tendency  is  unwelcome.  It  presents  a  problem  that  should  be 
dealt  with  in  an  orderly  and  systematic  way,  so  that  we  do  not  face  an  excessive 
pile  up  of  maturing  debt.  Such  a  pile  up,  if  it  came  at  a  time  of  tight  money  and 
high  rates,  would  mean  that  the  Treasury  had  to  compete  for  investment  funds 
on  most  unfavorable  terms — -bidding  against  itself  and  against  other  borrowers 
for  the  favor  of  investors.  This  kind  of  frantic  competition  could  send  short- 
term  rates  up  sharply  and  push  long-term  rates  higher,  too,  with  disruptive 
effects  throughout  the  capital  markets. 

Further,  the  heavy  pile  up  of  relatively  short  debt  could  make  it  more  difficult 
for  economic  stabilization  policies  to  operate  smoothly  in  the  economy.  Heavy 
amounts  of  short-term  debt  represent  potentially  excessive  liquidity  in  the  hands 
of  the  holders.  This  could  mean  that  the  monetary  authorities  would  have  to 
take  more  drastic  restraining  action  than  otherwise — in  terms  of  interest  rate 
effects — in  order  to  restrain  total  demand. 

These  are  not  imminent  dangers,  but  they  are  potential  problems  that  can 
be  avoided  or  minimized  if  we  would  make  a  careful,  orderly  effort  to  stretch 
out  some  short-term  debt  into  a  longer  area. 

Certainly  I  would  much  prefer  to  be  able  to  accomplish  the  needed  improve- 
ments in  the  debt  structure  at  low  rates  of  interest— low  enough  to  come  within 
the  present  4)^  percent  statutory  ceiling.  But  while  rates  have  come  down  since 
last  summer's  high  point  they  are  not  at  a  level  that  would  permit  long-term 
financing  under  the  4}^  percent  ceiling,  and  I  would  like  to  be  able  to  take  some 
steps — even  if  they  are  smaU-sized  steps — on  the  debt  structure  problem  while 
aiming  toward  further  progress  in  reducing  the  overall  level  of  interest  rates. 

In  appearing  before  the  Ways  and  Means  Committee  several  weeks  ago,  I 
requested  two  modifications  of  the  4}^  percent  ceiling:  first,  that  the  maximum 
maturity  on  Treasury  notes — to  which  no  rate  ceiling  applies — be  extended 
from  the  present  5  years  to  10  years,  and,  second,  that  the  Treasury  have  au- 
thority to  sell  up  to  $2  billion  of  longer  bonds  without  being  subject  to  the  4>^ 
percent  ceiling. 

I  did  not  ask  for  repeal  of  the  4>^  percent  ceiling,  just  as  I  did  not  ask  for  repeal 
of  the  debt  limit.  Both  of  these  are  useful  concepts  and  worth  preserving,  pro- 
vided they  are  not  so  rigidly  bound  as  to  interfere  with  sound  debt  and  cash 
management. 

The  House  committee  went  only  part  way  in  meeting  my  request  on  the  4K 
percent  ceiling.  They  rejected  the  request  for  authority  to  sell  $2  billion  of  bonds 
outside  of  the  ceiling,  but  they  agreed  to  extend  the  maximum  maturity  of  Treas- 
ury notes  to  7  years.  That  provision  is  incorporated  in  H.R.  10867. 

We  believe  that  this  modification  will  be  helpful,  although  it  is  less  than  we 
asked  for.  It  does  at  least  demonstrate  a  concern  with  the  problem  of  debt  struc- 
ture, and  that  is  an  important  step  forward.  Through  a  widened  flexibility  in 
this  area  it  should  be  possible  to  mitigate  the  shortening  tendency  of  the  debt 
observable  in  recent  years. 

I  have  no  hesitation  whatever  in  recommending  strongly  that  you  give  approval 
to  this  feature  of  H.R.  10867.  Even  if  we  did  not  face  an  urgent  timing  problem, 
requuing  the  completion  of  congressional  action  on  the  debt  ceiling  within  the 
next  few  days,  I  do  not  believe  there  would  be  anything  to  be  gained  by  pressing 
at  this  time  for  still  greater  flexibility  in  our  debt  management. 

Conclusion 

I  believe  that  H.R.  10867  provides  for  a  responsible  approach  to  the  problems 
of  providing  adequate  flexibility  for  needed  Government  borrowing,  and  sound 
debt  and  cash  management.  It  revises  the  unrealistic  $285  billion  permanent 
debt  ceiling,  and  puts  the  debt  ceiling  legislation  on  a  basis  that  should  remove 
the  "Hairsbreadth  Harry"  scenario  that  has  been  enacted  in  the  closing  days 
of  June  in  each  of  the  past  several  years.  It  also  makes  some  worthwhile  headway 
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on  the  matter  of  modifying  the  4}1  percent  interest  rate  ceiling,  to  permit  greater 
flexibility  of  debt  management. 

I  urge  most  strongly,  therefore,  that  you  ajjprove  H.R.  10867  without  further 
modification,  and  clear  the  way  for  speedy  passage  of  this  urgently  needed  leg- 
islation. As  I  need  not  remind  you  again,  it  is  imperative  that  the  Congress  act 
by  the  end  of  June  because  the  debt  ceiling  drops  on  July  1  to  $28.5  billion — a 
level  that  would  be  some  $42  billion  under  the  actual  lev^el  of  debt  now  expected 
on  that  date.  At  that  point  the  Treasury  would  be  able  to  issue  no  new  debt, 
including  debt  needed  to  refund  maturing  issues  and  including  the  U.S.  savings 
bonds  now  being  purchased  by  over  9  million  persons  on  payroll  savings  plans 
and  by  other  buyers  over  the  counter.  Without  new  borrowing,  we  expect  to 
have  cash  on  hand  at  the  end  of  June  sufficient  to  last  only  through  about  July 
12.  After  that,  our  cash  would  be  inadequate  either  to  redeem  maturing  debt 
issues  or  meet  current  bills. 

Our  national  commitments  must  be  met  in  the  financial  area,  as  they  are  being 
met  on  the  battlefield.  It  is  not  conceivable  that  the  Congress  would  shirk  its 
responsibilities  by  leaving  the  Government  financially  unable  to  carry  out  the 
programs  authorized  and  approved  by  the  Congress,  particularly  in  wartime, 
and  when  the  financing  of  the  war  effort  is  the  occasion  for  a  larger  call  on  the 
private  market. 


Table  I. — Estimated  public  debt  subject  to  limitation  in  fiscal  year  1968,  asstuning 
budget  deficit  of  $11  billion,  and  no  allowance  for  contingencies 

[In  billions.  Based  on  constant  minimum  operating  cash  balance  of  $4.0  billion] 


Period 


Operating  Public 

cash  debt 

balance  subject  to 

(excluding  limitation 
free  gold) 


1967 

June  30 $4.0  $324.3 

July  15 4.0  326.4 

JulySl 4.0  327.2 

August  15 4.0  329.7 

August  31 4.0  331.8 

September  15 4.0  335.0 

September  30 4.0  330.9 

October  15 4.0  334.7 

October  31 4.0  334.8 

November  15 4.0  337.3 

November  30 4.0  338.3 

December  15 4.0  341.9 

December  31 4.0  337.2 


Period 


Operating 

cash 

balance 

(excluding 

hee  gold) 


Public 

debt 

subject  to 

limitation 


1968 

January  15 $4.0  $339.3 

January  31 4.0  338.5 

Febmai-y  15.-- 4.0  339.4 

February  29 4.0  341.1 

March  15 4.0  345.2 

March  31 4.0  342.9 

April  15 4.0  344.9 

April  30 4.0  337.3 

May  15 4.0  337.4 

May  31 4.0  340.2 

June  15 4.0  342.7 

June  30 4.0  335.3 


Exhibit  28.— Remarks  by  Under  Secretary  Barr,  October  6,  1966,  before  the  Third 
Annual  Corporate  Pension  Conference,  New  York  City,  on  the  financial  manage- 
ment of  Federal  credit  programs  in  the  Great  Society 

As  pension  officers  you  have  a  lively  interest  in  the  way  the  Federal  Govern- 
ment manages  its  financial  activities.  You  represent  the  fastest  growing  group  of 
major  financial  institutions  in  the  Nation.  You  are  fully  aware  of  the  impact  of 
the  Federal  Government's  activities  on  the  broad  financial  market  of  the  United 
States.  Your  funds  are  invested  in  that  market,  and  you  will  return  to  the  market 
again  and  again  to  seek  future  investment  opportvmities. 

Narrowing  our  focus  on  your  interest  somewhat,  the  security,  convenience, 
and  steady  earning  jjower  of  U.S.  Treasury  securities  surely  hold  a  substantial 
part  of  your  attention  in  the  market.  And  if  you  do  not  hold  obligations  issued  or 
guaranteed  by  Government  lending  agencies,  you  will  have  at  least  considered 
them.  So  a  discussion  centering  on  Federal  credit  programs  can  be  neither  strange 
nor  uninteresting  ground  for  you. 

We  in  the  Treasury,  of  course,  also  have  a  keen  interest  in  all  the  Government's 
financial  activities,  although  we  observe  from  a  different  point  of  view.  We  have 
the  responsibility  of  maintaining  the  quality  of  the  Government-backed  obliga- 
tions you  hold  and  those  you  have  yet  to  buy.  That  responsibility  exists  within 
the  context  of  our  broader  obligation  to  maintain  and  enhance  the  well-being  of 
all  Americans. 
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To  see  Federal  credit  programs  in  proper  perspective,  we  should  look  briefly 
at  the  purposes  for  which  they  were  created  before  we  consider  the  problems  of 
their  financial  management.  Since  the  modest  beginnings  with  the  Farm  Credit 
Program  in  the  first  World  War  era,  Federal  credit  programs  have  grown  tre- 
mendously. More  important,  their  scope  has  broadened  vastly,  reflecting  an 
expansion  in  our  scale  of  priorities  from  the  farm  sector  of  the  economy  and  our 
society  to  include  many  other  sectors  and  fields  of  activity. 

Federal  credit  aids  now  help  to  achieve  the  objectives  of  Government  programs 
in  six  major  areas.  Varying  among  direct  loans,  loan  insurance,  and  loan  guaran- 
tees, they  are: 

— improvement  of  private  housing  and  encouragement  of  home  ownership; 

— development  of  agricultural  and  other  natural  resources; 

— promotion  of  economic  development  abroad; 

— assistance  to  business,  includiirg  small  business  generally,  transportation, 

and  commercial  fisheries; 
— encouragement  of  community  development  and  public  housing;  and 
— improvement  of  education,  including  college  facilities  and  student  loans. 

Apart  from  programs  generated  to  provide  temporary  assistance  after  a  natural 
catastrophe  or  other  emergency,  continuing  Federal  credit  programs  have  been 
established  to  meet  two  kinds  of  situations.  In  the  first  of  these,  Government  has 
intervened  to  remedy  what  are — or  appear  to  be — imperfections  in  the  functioning 
of  the  private  credit  system.  For  whatever  reason,  potential  borrowers  are  unable 
to  command  adequate  credit  even  though  they  are  able  to  pay  a  competitive  price 
for  it.  So-called  "credit  gaps"  occur,  and  programs  are  designed  to  close  them — to 
achieve  more  nearly  the  credit  allocation  tliat  might  be  expected  to  result  if  the 
market  operated  more  perfectly. 

In  the  second  kind  of  situation,  the  Government  seeks  to  achieve  social,  eco- 
nomic, or  other  policy  objectives  which  would  not  otherwise  be  attained  even 
if  the  market  functioiied  perfectly.  The  Government  intervenes  to  divert  resources 
to  particular  activities  from  which  public  and  private  benefits  are  believed  to  flow 
in  a  degree  justifying  the  costs  involved. 

It  is  often  hard  to  tell  whether  it  is  imperfection  in  the  market  or  the  desire 
to  achieve  specific  objectives  which  led  to  developing  and  sustaining  a  particular 
credit  program.  Farm  credit  has  been  justified  both  in  terms  of  food  production 
and  of  the  social  significance  of  life  on  the  family  farm.  Do  we  lend  money  for 
education  more  because  of  the  unciuestioned  value  of  education  or  because  many 
educational  institutions  and  their  students  cannot  afford  to  compete  for  credit? 

Our  Nation  has  come  a  long  way  since  the  inauguration  of  the  first  Federal 
credit  program.  Much  of  this  nation's  progress  over  the  years  has  been  due, 
directly  or  indirectly,  to  timely  extension  of  credit  to  men  and  women  who 
otherwise  would  not  have  been  eligible  for  it  or  could  not  have  afforded  it.  I  might 
stress  the  element  of  timeliness  here.  There  are  some  who  would  argue  that  the 
market  would,  in  time,  provide  financing  for  any  worthwhile  purpose. 

It  matters  little  to  a  man  who  needs  credit  for  his  farm  or  business  or  financing 
to  provide  a  home  for  his  family,  or  to  youth  who  need  a  school  to  go  to,  or  to  the 
sick  who  need  a  hospital,  that  funds  will  be  available  "sometime."  A  central 
part  of  the  magnificent  achievement  of  our  credit  programs  is  that  they  have 
provided  funds  when  the  funds  were  needed. 

The  funds  which  these  programs  have  put  into  the  hands  of  the  public  for 
purposes  recognized  and  written  into  law  by  the  Congress  add  to  impressive 
totals.  The  budget  which  the  President  sent  to  the  Congress  last  January  esti- 
mated that  direct  loans  outstanding  would  total  $33.1  billion  at  the  close  of  the 
Government's  fiscal  year  1966.  Guaranteed  and  insured  loans  outstanding  were 
estimated  at  $98.5  billion.  Final  figures  for  the  year  arc  not  yet  available. 

The  President's  budget  for  fiscal  year  1967— the  current  year— called  for 
almost  $8  billion  in  new  commitments  in  direct  loans.  Half  the  total  was  budgeted 
for  loans  to  foreign  borrowers  by  the  Export-Import  Bank  and  the  Agency  for 
International  Development — an  essential  part  of  our  economic  and  trade  develop- 
ment effort  abroad.  The  remainder  was  to  be  divided  among  18  other  major 
credit  programs.  New  commitments  for  guarantees  and  insurance  of  private 
loans  were  forecast  at  almost  $28.4  billion.  Over  half  that  total  was  for  housmg 
loans  insured  by  the  Federal  Housing  Administration,  now  part  of  the  Depart- 
ment of  Housing  and  Urban  Development. 

Those  are  substantial  figures.  But  it  is  well  to  keep  the  situation  in  perspective, 
particularly  as  it  respects   demands   on  our  money  markets.   The  tremendous 
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growth  of  our  economy  during  the  last  5%  years,  our  savings  potential,  and  the 
rising  credit  demands  of  other  sectors,  coupled  with  reductions  in  Federal 
deficits  and  a  decline  in  the  Treasurj^  financing  placed  in  the  private  market, 
have  resulted  in  a  shrinking  in  the  demands  of  Government  finance,  relative  to 
other  demands.  Large  as  it  is  in  absolute  terms.  Federal  financing  is  a  small 
proportion  of  our  financial  markets. 

But  consider  the  size  of  the  Government's  portfolio  of  direct  loans  under  the 
various  credit  programs:  more  than  $33  billion  of  the  taxpayers'  money — taken 
from  their  current  accounts  over  the  years — immobilized  in  loans  of  various 
maturities,  often  long-term.  The  total  has  been  growing  rapidly,  too — it  was  just 
over  $25  billion  5  years  ago. 

Federal  credit  programs  have  been  designed  to  accomplish  things  the  private 
market  could  not  or  would  not  accomplish.  Our  lending  activities  have  always 
been  supplemental  to  the  private  market,  never  aimed  at  taking  its  place. 

Over  the  years  successive  administrations  have  devised  means  to  use  the 
great  resources  of  the  private  market  to  accomplish  the  necessary  and  highly 
desirable  social  purposes  which  we  originally  set  out  to  accomplish  through  direct 
Government  lending.  When  private  capital  takes  up  part  or  all  of  the  burden 
of  a  lending  program,  the  resources  of  the  public  sector  are  freed  to  turn  to  other 
worthwhile  purposes.  This  is  advantageous  for  several  reasons: 

— the  capital  resources  of  the  private  market  are  far  greater  than  those  of 
the  Government; 

— w^e  could  not  increase  the  Federal  budget  and,  indeed,  few  if  any  of  us 
would  want  to  increase  the  Federal  budget  to  the  degree  required  to  pro- 
vide all  the  necessary  funds  through  direct  Government  loans;  and, 

— while  Government  assistance  is  required  to  get  programs  underway, 
we  often  need  the  flexibility  and  ingenuity  of  the  private  market  to  carry 
them  out  successfully. 

The  public  gains  another  advantage,  too.  Federal  credit  programs,  working 
through  the  private  market,  help  to  make  the  market  stronger,  more  competitive, 
and  better  able  to  serve  the  economy's  needs  over  the  long  term. 

The  most  striking  long-term  effect  of  the  mobilization  of  private  financing  for 
Federal  credit  programs  can  be  seen  in  the  growth  of  guaranteed  and  insured 
loans.  Today,  $3  of  every  $4  lent  under  our  programs  are  private  funds  lent 
under  Government  guarantee  or  insurance. 

The  substitution  of  private  for  public  credit  has  received  great  impetus  since 
the  mid-1950's  under  the  asset  sales  program.  This  has  consisted  of  selling  loans — 
selling  the  loan  paper,  actually,  which  is  generated  under  various  direct  Federal 
lending  programs. 

The  idea  of  asset  sales  was  endorsed  by  the  distinguished  private  Commission 
on  Money  and  Credit,  of  which  Secretary  of  the  Treasury  Fowler  was  a  member 
and  which  issued  its  authoritative  report  in  1961,  and  President  Kennedy's  Com- 
mittee on  Federal  Credit  Programs,  of  which  former  Secretary  of  the  Treasury 
Dillon  was  chairman.  The  program  was  also  given  high  priority  repeatedly  in 
President  Eisenhower's  budgets. 

But  despite  major  efforts  to  draw  on  private  credit,  the  portfolio  of  direct 
Federal  loans  outstanding  has  increased  in  recent  years.  This  has  had  direct 
consequences  on  the  Federal  budget.  Money  for  direct  lending  programs  must 
be  budgeted.  This  means  that  it  must  be  raised  from  tax  revenue  or  additional 
public  debt — or  else  that  it  must  take  the  place  of  some  other  program,  which 
then  must  be  postponed  or  dropped.  The  money  appropriated  to  a  direct  lending 
program  is  tied  up,  regardless  whether  private  funds  have  meanwhile  become 
available  which  could  take  its  place. 

These  conditions  led  originally  to  the  program  of  direct  sales  of  federally 
lield  assets,  which  had  the  objective  of  reducing  the  portfolio  of  direct  loans 
lield  by  the  Government.  But  problems  developed  with  the  direct  asset  sales 
program. 

This  program,  in  effect,  sent  Federal  lending  agencies  into  the  private  market 
to  raise  money.  We  have  had  at  various  times  half  a  dozen  or  so  agencies  selling 
their  loan  paper,  some  of  it  with  appeal  to  a  very  limited  market.  Further,  the 
agencies  went  about  this  task  with  varying  degrees  of  expertise. 

From  the  Treasury's  standpoint,  the  main  problem  presented  by  the  myriad 
Federal  agency  credit  programs  has  been  one  of  coordination.  This  is  not  to  say 
that  there  has  been  any  lack  of  genuine  cooperation.  The  various  agencies  are 
all  concerned  with  doing  the  best  job  possible,  and  there  is  a  spirit  of  give  and 
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take  among  the  agencies  and  with  the  Treasury  and  its  debt  management  prob- 
lems. Moreover,  with  respect  to  any  specific  financing,  the  Treasury  must,  by 
law,  be  consulted  in  most  cases,  while,  in  other  cases,  we  have  been  in  close  touch 
as  a  matter  of  practice. 

Rather,  the  coordination  problem  has  reflected  the  multiplicity  of  agencies 
dealing  directly  with  the  market,  each  with  its  own  scheduling  problems  and 
each  with  fairly  specific  financing  objectives  or  requirements,  all  of  which  have 
had  to  be  fitted  within  an  overall  schedule.  Obviously,  this  has  required  detailed 
planning,  careful  consideration  of  alternatives,  and  hard  appraisals  of  amounts, 
maturities,  and  pricing. 

All  the  agencies  have  had  some  degree  of  flexibility  in  their  financial  operations, 
but  there  have  also  been  constraints  imposed  by  law,  market  acceptability,  or 
considerations  of  prudent  financial  management.  Patterns  of  cash  flow  posed 
constraints,  too.  Certainly,  long-term  borrowing  was  more  appropriate  for  some 
agencies,  particularly  where  it  was  fairly  clear  that  a  portion  of  the  agency's 
need  was  of  a  truly  long-term  nature.  At  the  same  time,  we  at  the  Treasury 
knew  that  long-term  agency  borrowing  could  compete  directly  with  opportunities 
for  the  Treasury  itself  to  tap  the  intermediate  or  longer  term  markets. 

The  best  technique  we  had  at  hand  to  cope  with  those  problems  consisted  of 
grouping  assets,  consisting  of  loans,  into  pools  and  selling  shares  or  "participa- 
tions" in  the  pools.  The  Export-Import  Bank  had  been  using  the  technique  since 
1962  and  had  sold  about  $1.7  billion  of  its  direct  loans  which  otherwise  might  not 
have  been  marketable.  The  Federal  National  Mortgage  Association — Fannie 
May,  as  we  all  call  it — acting  under  the  provisions  of  the  Housing  Acts  of  1964 
and  1965,  sold  $1.6  billion  of  participation  certificates  in  its  own  mortgage  hold- 
ings and  those  of  the  Veterans'  Administration. 

Last  January  President  Johnson  proposed  a  bold  step  forward  in  mobilizing 
the  resources  of  the  private  market  to  accomplish  the  purposes  of  the  Federal 
lending  programs.  His  proposal  became  the  Participation  Sales  Act  of  1966. 
Its  basic  provisions  came  directly  from  the  Housing  Acts  of  1964  and  1965.  The 
earlier  act  authorized  Fannie  May  to  act  as  trustee  for  the  sale  of  participations 
in  pools  of  first  mortgages.  The  1965  act  extended  that  authority. 

The  Participation  Sales  Act  enlarged  the  use  of  the  pooling  technique  by  extend- 
ing it  to  certain  other  Federal  agencies  which  hold  financial  assets.  Further,  it 
capitalized  on  the  experience  and  expertise  of  Fannie  May  by  giving  respon- 
sibility for  managing  and  coordinating  the  pooling  and  sales  of  assets  to  that 
agency,  serving  as  trustee  for  the  other  agencies. 

In  authorizing  the  creation  of  participation  certificates  for  sale  in  the  market, 
the  act  brought  into  being  a  security  which  cannot  fail  as  its  use  develops  to  com- 
mand a  broad  market  at  yields  close  in  line  with  Treasury  securities.  Finally,  the 
act  provided  for  congressional  review  of  the  pooling  of  assets,  so  that  the  Congress 
retains  its  traditional  influence  and  control  over  the  scope  and  administration 
of  the  lending  programs. 

The  act  extended  the  use  of  the  participation  sales  technique  to  include  assets 
of  the  Farmers  Home  Administration,  the  Office  of  Education's  academic  facili- 
ties loan  program,  the  college  housing  loan  program  and  the  public  facilities 
loan  program  of  the  Department  of  Housing  and  Urban  Development,  and  the 
Small  Business  Administration.  Under  this  legislation,  we  proposed  this  year  to 
reverse  the  upward  trend  in  the  total  of  direct  Federal  loans  outstanding. 

Since  then,  of  course,  our  attention  has  been  drawn  away  from  the  size  of  the 
direct  loan  portfolio  and  the  problems  of  asset  sales  coordination  to  the  escalation 
of  interest  rates  and  a  more  general  inflationary  threat. 

The  President,  speaking  to  the  Nation  in  his  message  to  the  Congress  on  Sep- 
tember 8,  outlined  his  program  to  avert  inflation.  He  said,  and  I  quote: 

"No  nation  has  ever  enjoyed  such  prosperity  *  *  *  . 

"The  new  problems  of  prosperity  are  much  to  be  preferred  to  the  old  problems 
of  recession  and  depression." 

But,  he  continued: 
"*  *  *  the  great  satisfaction  that  accompanies  the  solution  of  old  problems 
must  be  tempered  by  full  recognition  of  the  new  problems  these  solutions  bring." 

As  you  know,  the  President  asked  the  Congress  to  suspend  two  tax  incentives, 
the  7  percent  investment  credit  and  accelerated  depreciation,  for  16  months  to 
reduce  pressures  in  certain  sectors  of  the  economy.  I  am  pleased  that  the  House 
of  Representatives  has  already  passed  a  bill  embodying  those  requests  of  the 
President,  and  the  bill  is  before  the  Senate  Finance  Committee  this  week. 
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Citing  tight  money  conditions  and  high  interest  rates  that  impose  a  special 
liardship  on  liomebuyers  and  small  bnsinessmen,  President  Johnson  announec^d  in 
his  message  that  he  had  asked  Secretary  Fowler  to  review  all  potential  Federal 
security  sales  and  to  keep  them  at  the  minimum.  Mr.  Fowler  announced  2  days 
later  that  there  would  be  no  further  sale  of  participations  during  this  calendar 
year,  unless  the  market  returned  to  more  normal  conditions.  Federal  agency 
offerings  to  the  market,  he  said,  will  be  limited  to  amounts  necessary  to  refiiiance 
maturing  issues.  It  is  planned  to  raise  any  needed  additional  funds  through  sale 
of  agency  securities  to  various  Government  trust  fund  accounts. 

These  necessary  measures,  adopted  to  protect  the  unprecedented  and  hard-won 
economic  gains  of  the  last  5\i  years,  have  unfortunately  obscured  temporarily 
the  great  significance  of  the  Participation  Sales  Act. 

It  is  really  a  tremendous  breakthrough  in  the  financial  management  of  our 
credit  programs. 

I  have  described  in  some  detail  our  concern  over  a  market  entered  by  individual 
agencies  in  search  of  buyers  for  their  assets.  This  problem,  of  course,  is  now  vastly 
reduced  in  scale. 

There  is  another  area,  of  equal  importance,  where  the  effect  of  this  milestone 
legislation  will  be  felt  in  future  years.  This  is  in  our  budget  treatment  of  lending 
programs. 

A  Government  loan — to  an  individual,  or  a  business,  or  an  institution — is  a 
liability,  an  obligation  to  pay,  on  the  part  of  the  borrower.  It  is  an  asset  for  the 
Government.  The  borrower  is  obligated  to  pay  back  every  cent  he  borrows  from 
the  Government,  plus  interest.  Yet  money  lent  under  our  Federal  credit  programs 
is  treated  as  an  expenditure.  We  say  the  administration  has  "spent"  the  money. 

Consequently,  we  generally  call  the  repayment  of  a  loan  a  net  reduction  in 
expenditure — a  negative  expenditure.  We  could  just  as  well  call  it  revenue.  The 
net  impact  on  the  budget  is  the  same  whether  we  call  a  loan  repayment  a  receipt 
or  a  negative  expenditure. 

The  pooling  of  loans  and  the  sale  of  participations,  when  these  techniques  are 
in  full  use  after  the  current  inflationary  threat  passes,  cannot  fail  to  imderscore 
the  differences  among  Federal  funds  spent,  say,  for  an  Army  rifle,  which  is  ex- 
pendable and  has  a  strong  tendency  toward  obsolescence;  funds  spent  for  a  national 
park,  which  will  be  an  asset  to  be  enjoyed  by  our  grandchildren;  and  funds  lent 
to  crc^dit-worthy  borrowers  who  will  pay  back  every  cent,  with  interest.  This 
will  have  an  important  effect  on  the  budgeting  process. 

Competition  for  the  available  Federal  budget  dollar  is  keen — particularly 
when  the  whole  range  of  great  unsatisfied  needs  of  our  societj'  is  considered.  The 
Great  Society  means,  in  part,  meeting  the  greatest  of  those  needs. 

It  is  only  necessary  to  name  a  few  areas — health  and  education,  poverty,  the 
rebuilding  of  blighted  urban  areas,  water  pollution,  air  pollution,  transportation — 
to  see  that  futtu-e  national  needs  will  create  great  future  demands  for  capital. 

We  gain  some  perspective  in  the  area  of  future  capital  needs  from  the  recent 
National  Planning  Association  study,  "Goals,  Priorities  and  Dollars,"  a  study 
of  the  cost  of  achieving  our  national  goals  for  1975.  The  study  estimates  that,  by 
1975,  ovu"  annual  expenditure  level  for  urban  development  should  reach  nearly 
$130  billion,  in  1962  prices. 

In  transportation,  the  study  concludes  our  1975  expenditure  level  should  be 
almost  $75  billion,  and  in  housing,  $62  billion.  All  these  are  double  the  actual 
1962  expenditures. 

The  study  further  estimates  that,  in  1975,  annual  investment  in  private  plant 
and  equipment  should  reach  almost  $152  billion — triple  the  actual  1962  level. 
Gross  private  domestic  investment  as  a  sector  of  hypothetical  gross  national 
product  in  1975  is  projected  at  $205  billion,  more  than  two  and  one-half  times  the 
actual  1962  level. 

Another  National  Planning  Association  study  estimated  the  cost  of  trans- 
forming the  Nation's  metropolitan  centers  into  what  the  study  considered  to  be 
viable  communities  over  a  period  of  20  years.  Their  estimate  was  $2.1  trillion, 
in  both  public  and  private  expenditures.  These  figures  give  us  some  idea  of  the 
order  of  magnitude  of  the  need  for  capital  which  we  will  face  in  less  than  a  decade. 

The  Participation  Sales  Act  did  not  authorize  any  new  programs  or  any  addi- 
tional loan  funds  for  existing  programs.  But  its  passage  was  of  vital  importance 
in  assuring  local  communities,  educational  institutions,  and  individuals  that 
loan  programs  authorized  by  the  Congress  would  be  adequately  funded.  Further, 
it  provides  assurance  to  many  others — individuals,  communities,    and    institu- 
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tions — that  future  programs  to  alleviate  their  most  severe  problems    will    be 

financially  feasible. 

Things  in  Government  seldom  remain  fixed  and  static  for  long.  We  took  a 
long  step  forward  with  the  Participation  Sales  Act.  But  I  would  not  be  surprised 
if,  in  a  matter  of  a  few  years,  that  step  led  to  still  more  comprehensive  progress 
in  the  future  financing  of  Federal  lending  programs. 

Perhaps  the  next  step  might  be  the  establishment  of  a  new  central  Federal 
lending  corporation  which  would  obtain  funds  for  programs  economically  and 
efficiently  by  issuing  its  own  obligations  in  the  private  market.  Such  obligations 
would  have  to  be  backed  in  some  fashion  by  the  Treasury  and  subject  to  the 
Secretary's  approval.  Conceivably,  such  a  Government  lending  corporation 
could  be  justified  in  terms  of  real  savings,  still  greater  coordination  of  agency 
financing,  and  more  effective  and  equitable  allocation  of  credit  resources. 

Such  a  step  may  be  regarded  in  the  future  as  the  logical  extension  of  progress 
we  have  already  made.  Perhaps  it  is  to  such  a  Federal  credit  corporation  that  we 
should  look  for  the  kind  of  stability  and  continuity  in  program  financing  which  is 
essential  both  to  orderly  and  economic  planning  at  the  local  and  individual 
scale  and  overall  financial  program  planning  on  a  national  scale. 


Exhibit  29. — Excerpts  from  remarks  by  Under  Secretary  Barr,  February  4,  1967, 
before  the  American  Institute  of  Banking,  New  York,  N.Y.,  on  financing  a 
college  education 

Most  Treasury  officials,  when  they  come  to  New  York,  address  their  remarks 
to  the  subjects  of  balance  of  payments,  the  economic  outlook,  taxation,  or  mone- 
tary ]jolicy.  Tonight,  it  is  my  intention  to  abandon  these  lofty  themes  and  address 
myself  to  a  very  simple  fact  of  life  which  is  of  concern  to  millions  of  Americans — ■ 
how  to  finance  a  college  education  for  their  children. 

The  grand  subjects  of  the  U.S.  posture  in  its  balance  of  payments,  its  economic 
outlook,  its  system  of  taxation,  and  its  monetary  policy  are  inextricably  tied  up 
with  our  level  of  education.  If  you  compare  the  United  States  with  the  rest  of 
the  world,  our  most  significant  advantage  probably  lies  in  the  educational  level 
of  the  vast  majority  of  our  people- — the  so-called  technological  and  management 
gap  which  so  disturbs  our  competitors  around  the  world. 

Our  education  is  closely  allied  with  our  economic  outlook.  As  the  Council  of 
Economic  Advisers  pointed  out  in  its  recent  annual  report,  some  studies  suggest 
that  over  20  percent  of  our  economic  growth  over  the  past  three  or  four  decades 
can  be  directly  attributed  to  education,  and  perhaps  another  20  percent  can  be 
attributed  to  the  general  advance  of  knowledge. 

Education  unquestionably  will  have  an  impact  on  the  sort  of  tax  policy  that 
we  devise  in  the  years  ahead.  If  education  lifts  us  all  to  a  higher  level  of  real 
income,  some  of  the  most  basic  assumptions  of  tax  policy  may  have  to  be  re- 
examined. 

Finally,  a  highly  affluent  society  with  a  high  level  of  education  is  surely  a 
society  that  will  use  to  the  fullest  the  credit  resources  that  are  available  in  this 
Nation. 

So  tonight,  when  I  speak  on  a  subject  that  may  seem  a  bit  prosaic  by  the 
usual  Treasury  standards,  perhaps  I  am  speaking  to  a  really  basic  issue  involving 
our  current  and  our  potential  economic  power  as  a  Nation. 

I  also  am  speaking  about  a  subject  that  directly  involves  my  current  responsi- 
bilities and  yours.  As  I  will  explain,  we  recently  have  initiated  a  program  of 
Government-backed  jarivate  loans  to  college  students,  and  I  am  chairing  a  special 
committee  to  review  this  program.  Our  goal  is  a  big  one:  by  1972  we  are  aiming 
to  have  some  $6.5  billion  in  loans  outstanding  to  over  2  million  student  borrowers. 
We  in  the  Government  are  prepared  to  recommend  to  the  President  that  we 
take  whatever  steps  are  necessary  to  reach  this  goal.  The  loans  themselves, 
however,  must  be  made  by  the  banks  and  other  lending  institutions  of  this  country, 
so  in  a  very  basic  sense  it  will  be  up  to  you  whether  this  program  succeeds. 

The  need  we  face 

Our  whole  history  as  a  nation,  from  the  Northwest  Ordinance  of  1787  down 
to  the  Higher  Education  Act  of  1965,  has  reflected  our  continuing  determination 
to  educate  our  children  the  best  way  we  know  how.  But  the  time  span  from 
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the  end  of  the  Second  World  War  to  date  has  marked  a  dramatic  change  in  our 
attitudes  toward  higher  education. 

Just  a  few  figures  will  illustrate  the  remarkable  change  in  recent  years.  In 
1930,  total  expenditures  on  a  higher  education  in  this  country  were  about  $630 
million.  A  few  years  after  the  Second  World  War,  the  figure  was  more  than  four 
times  greater— about  $2.7  billion.  In  the  current  year,  1967,  the  expenditures 
are  expected  to  reach  a  level  of  approximately  $16.8  billion— almost  30  times 
the  1930  level. 

In  the  decade  from  1955  to  1965,  the  enrollment  in  our  institutions  of  higher 
education  increased  by  about  2,800,000  students.  In  the  next  decade  we  are 
anticipating  an  even  larger  increase — 3,600,000  students- — and  this  is  probably 
on  the  conservative  side. 

This  is  the  problem,  and  the  hard  issues  that  confront  us  all  arc  starkly  simple. 

First:  How  do  we,  as  individual  parents,  raise  the  money  to  meet  the  expenses 
of  college — expenses  that  have  risen  steeply  in  the  recent  past  and  show  little  or 
no  sign  of  leveling  off  in  the  future? 

Second:  How  do  we,  as  citizens,  allocate  our  resources  to  pay  the  professors  and 
to  build  the  classrooms  and  laboratories  and  housing  needed  to  accommodate  this 
surge  of  yoimg  Americans  into  the  colleges  and  universities? 

Tonight  I  will  address  myself  merely  to  the  first  question,  but  with  a  clear 
understanding  that  the  two  questions  cannot  be  easily  divided.  The  need  to 
finance  the  required  growth  of  the  institutions  will  almost  inevitably  be  reflected 
in  higher  costs  to  the  students  and  their  families.  I  do  not  intend  by  this  comment 
to  take  sides  in  the  argument  over  free  state  tuition ;  as  a  financial  official  I  merely 
regard  it  as  prudent  to  assume  that  at  least  a  portion  of  the  cost  of  enlarging  and 
improving  our  colleges  will  be  borne  by  the  current  crop  of  students.  I  might  add 
that  if  we  are  to  preserve  our  private  institutions  of  higher  learning — and  I  am 
sure  all  of  us  want  to — this  trend  toward  higher  costs  then  surely  becomes  a 
problem  we  inevitably  must  confront. 

If  we  are  faced  with  the  problem  of  ever  higher  costs  when  American  families 
currently  are  groaning  under  what  they  consider  to  be  an  extremely  heavy  burden 
then  what  is  the  answer?  There  are  several  alternative  courses  of  action — one 
of  which  is  currently  on  our  statute  books.  Let  me  list  for  you  some  of  the  pro- 
posals that  are  circulating  in  the  public  domain,  with  my  own  personal  com- 
ments on  their  utility.  Then  I  should  like  to  explain  to  you  the  potentials  of  the 
legislation  that  we  have  recently  enacted. 

The  tax  credit  proposal 

Possibly  one  of  the  most  politically  attractive  proposals  that  is  currently  being 
discussed  is  a  plan  to  give  a  tax  credit  to  those  families  who  are  incurring  the 
costs  of  higher  education. 

My  imaginative  and  highly  experienced  friend,  the  Senator  from  Connecticut, 
Mr.  Ribicoff,  has  advocated  just  such  a  proposal.  I  have  noticed  that  a  good 
friend  on  the  other  side  of  the  aisle.  Congressman  Gerald  Ford,  has  also  thrown 
his  support  behind  this  approach. 

I  must  say  that  most  people,  when  they  first  look  at  the  idea  of  taking  a  tax 
credit  for  the  expenses  of  their  children  in  college,  become  wildly  enthusiastic. 
But  let's  take  a  closer  look  at  just  what  these  proposals  amount  to. 

Senator  Ribicoff's  proposal  would  allow  the  parents  of  a  college  student  a 
maximum  of  $325  each  year  as  a  credit  against  taxes.  The  credit  would  be  less  if 
the  student's  tuition  and  books  totaled  less  than  $1,500.  And  of  course  if  the 
family  had  so  little  income  that  they  owed  no  tax,  they  would  get  no  benefit 
at  all  from  the  credit. 

This  plan  would  cost  the  Nation  roughly  $1.1  billion  the  first  year  (according 
to  Treasury  estimates)  and  up  to  $1.5  billion  a  year  within  3  years.  You  can  see 
that  we  are  not  dealing  with  small  sums  of  money.  But  laying  aside  the  parochial 
Treasury  couc(^rn  about  spending  sucli  large  sums,  Senator  Ribicoff's  proposal 
seems  to  have  two  basic  defects: 

First,  it  operates  as  a  sort  of  "reverse;"  scholarship — that  is,  it  gives  tlie  highest 
reward  to  the  families  with  the  highest  incomes  sending  their  children  to  the  most 
expensive  schools.  I  know  of  no  college  which  would  hand  out  its  aid  funds  in 
such  an  upside-down  fashion. 

Second,  in  si)ile  of  the  sM))stantial  cost  to  the  Federal  Clovornment,  eveji  the 
niaxinuim  amount  that  the  jjroposal  would  provide — $325  per  student — is  not 
nearly  enough  to  meet  the  current  and  the  prospective  burden  that  faces  so  many 
American  families. 
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Senator  Ribicoff  argues  that  his  plan  is  designed  to  provide  money  for  the 
institutions,  through  higher  tuition,  as  well  as  to  ease  the  burden  on  families. 
In  this  dual  objective  he  has  my  sympathy  and  my  concurreuee.  However, 
increased  tuition  may  merely  widen  the  educational  opi)ortunity  gap  between 
families  of  moderate  means  and  families  of  ample  means.  On  balance,  I  think 
there  are  better  means  of  using  our  Federal  resources  in  the  area  of  financing 
higher  education. 

The  "common  stock"  approach 

One  of  the  more  ingenious  plans  that  I  have  encountered  in  recent  months 
was  briefly  mentioned  in  the  President's  Economic  Message.  Under  this  pro- 
posal, a  college  student  could  borrow  the  funds  he  needs  from  a  Government 
education  bank.  He  would  repay  this  loan  by  adding  a  certain  specified  per- 
centage to  his  Federal  income  tax  rate  during  his  productive  years  (say,  to  age 
55).  This  plan  has  the  novel  "common  stock"  approach  of  making  all  of  us  part- 
ners through  our  Federal  tax  system  in  the  economic  career  of  any  student  who 
is  educated  through  this  device.  If  he  is  extremely  successful,  he  would  much 
more  than  repay  the  loan.  However,  if  he  entered  one  of  the  lower  paying  walks 
of  life,  or  if  the  fates  worked  against  him,  he  would  probably  not  repay  the  loan 
principal  and  interest  during  his  productive  years. 

This  proposal  certainly  needs  a  good  deal  of  careful  study.  The  plan  might 
have  to  be  modified  to  provide  a  "buy  out"  for  any  extraordinarily  successful  per- 
son. In  other  words,  if  you  were  well  on  jyour^way  to  becoming  chairman  of  the 
board  of  a  bank,  you  might  be  given  the  option  of  buying  out  your  debt  to  the 
Government  at  some  appropriate  price. 

This  plan  may  sound  bizarre  on  first  reading,  but  it  should  not  be  dismissed 
out  of  hand.  It  is  a  serious  attempt  to  meet  an  important  problem,  and  it  cer- 
tainly is  no  more  fanciful  than  the  far-sighted  action  of  our  forefathers  in  setting 
aside  portions  of  the  howling  wilderness  to  be  used  to  finance  our  early  educational 
system. 

The  loan  guarantee  plan 

Lastly,  we  come  to  a  program  which,  to  my  mind,  currently  offers  the  United 
States  the  greatest  "bang  for  a  buck"  in  this  particular  area — the  guaranteed 
student  loan  program  enacted  into  law  in  the  Higher  Education  Act  of  1965. 
The  program  is  relatively  new;  it  is  not  widely  known;  it  admittedly  has  many 
bugs  that  must  still  be  worked  out;  but  in  my  opinion  it  offers  great  promise 
to  millions  of  American  families. 

This  program  starts  from  a  premise  that  we  have  been  very  slow  to  accept 
in  this  Nation — that  an  investment  in  education  is  as  sound  a  financial  invest- 
ment, if  not  sounder,  than  an  investment  in  a  house  or  in  a  car.  It  now  is  an 
accepted  fact  that,  unlike  a  car  or  a  house,  a  college  education  is  an  income- 
producing  asset.  For  that  reason,  our  traditional  reluctance  to  go  into  debt  to 
finance  an  education  seems  a  bit  peculiar  and  unreasonable.  However,  as  the 
costs  of  education  continue  to  spiral,  the  American  people,  in  their  predictably 
pragmatic  way,  are  finding  for  themselves  that  perhaps  it  does  make  sense  to 
borrow  to  finance  the  education  of  their  children.  Perhaps  they  have  begun  to 
borrow  for  education  simply  because  they  have  found  it  impossible  to  meet 
these  costs  out  of  current  income  or  current  savings;  but  whatever  the  reason, 
it  is  my  personal  opinion  that  it  is  an  eminently  sensible  decision. 

How  does  the  guaranteed  loan  program  work?  It  really  is  quite  simple.  It 
merely  extends  into  this  area  the  concept  of  a  Government  guarantee  to  back 
up  a  loan  made  by  a  private  financial  institution. 

There  is  nothing  new  in  this  concept.  It  revolutionized  the  whole  approach 
to  financing  housing  in  the  days  of  the  Federal  Housing  Act  of  1934.  The  con- 
cept has  proved  spectacularly  successful  in  the  housing  field — so  successful  that 
most  home  financing  today  does  not  need  to  rely  on  a  Federal  guarantee.  I  believe 
that  the  potential  in  the  area  of  education  is  equally  promising. 

Let  me  trace  through  the  steps:  Any  American  boy  or  girl  who  can  get  admitted 
to  a  college  can  go  to  his  local  commercial  bank,  savings  and  loan  association, 
mutual  savings  bank,  or  credit  union  to  submit  a  loan  application.  The  bank 
processes  his  application  and,  after  referring  it  to  the  State  student  loan  guar- 
antee agency,  advances  the  student  up  to  $1,000  per  year  (or  in  some  States 
up  to  $1,500  per  year)  while  he  is  in  school. 

Repayment  of  the  loan  begins  up  to  9  months  after  the  student  leaves  college 
or  graduate  school.  If  his  family's  "adjusted  family  income"  is  $15,000  or  less,  the 
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loan  is  intiTcsl-frec  to  the  sdidciit  whik-  ho  is  in  school  —the  Government  jiays 
this  interest.  AVhen  repayment  begins,  the  interest  rate  to  the  student  runs  at 
.">  percent  if  his  family's  income  is  below  the;  s])ecified  level,  with  the  (iovernment 
paying  another  3  percent.  If  the  family  income  is  above  that  level,  the  student 
pa.ys  the  full  6  percent.  Repayment  can  be  made  over  as  long  as  a  10-year  period. 

I  can  only  admit  that  this  program  has  had  a  rough  beginning.  After  it  was 
enacted  into  law  in  the  fall  of  1905,  it  took  the  Office  of  Education  about  6  months 
to  really  get  started.  I  might  say  at  this  juncture  that  we  have  had  the  complete 
and  enthusiastic  cooperation  of  the  American  liankers  Association,  the  two 
savings  and  loan  association  leagues,  the  Association  of  Mutual  Savings  Banks, 
and  the  credit  unions'  association  (CUNA  International). 

Our  troubles  largely  can  be  traced  back  to  the  phenomenon  known  as  "tight 
money,"  which  began  to  be  evident  in  April  of  last  year.  Tight  money  made  life 
extremely  difficult  for  the  savings  and  loans  and  the  mutual  savings  banks,  and, 
to  a  lesser  degree,  for  the  credit  unions  and  the  commercial  banks.  It  made  most 
financial  institutions  think  twice  about  conmiitting  themselves  to  new  and 
untried  loan  programs. 

The  banks  also  discovered,  somewhat  to  their  dismay,  that  the  costs  of  getting 
these  loans  on  the  l)Ooks  were  more  than  they  had  anticipated.  When  these  costs 
were  added  to  the  high  cost  of  money,  they  seemed  to  be  facing  a  losing  rather 
than  a  break-even  proposition. 

Paperwork  was  another  complicating  factor — almost  inevitable  in  any  new 
Government  program. 

Lastly,  State  legislatures  did  not  rush  to  approjjriate  their  share  of  the  guarantee 
funds  with  the  enthusiasm  that  we  might  have  expected. 

All  of  these  difficulties,  with  the  exception  of  tight  money,  are  almost  inevitable 
with  any  new  program.  Despite  them,  we  still  succeeded  in  the  fall  semester  of 
196G  in  getting  out  loans  totaling  $160  million  to  190,000  students.  For  the  full 
1966-67  year,  our  original  target  was  loans  to  96:>,0()()  students,  totaling  $700 
million.  At  the  moment,  we  are  guessing  that  we  will  actually  hit  a  level  of  480,000 
loans  totaling  $400  million.  All  in  all,  this  is  not  a  bad  beginning  for  a  first  year 
effort  under  adverse  conditions. 

But  it  is  not  good  enough.  The  need  is  now.  Consequently,  I  have,  with  the 
approval  of  Secretary  Gardner  and  Secretary  Fowler,  put  together  a  task  force 
comijoscd  of  the  Treasury,  the  U.S.  Office  oif  Education,  and  the  Bureau  of  the 
Budget  to  examine  with  the  commercial  bankers,  the  mutual  savings  bankers, 
and  the  savings  and  loan  association  and  credit  union  representatives  what  we 
can  do  to  move  this  program  ahead. 

We  are  going  to  look  at  the  whole  question  of  administrative  costs,  paperwork, 
pooling  of  resources  within  a  region,  the  possible  creation  of  a  secondary  market 
to  relieve  institutions  that  are  overloaded,  and  the  question  of  improving  Federal- 
State  relationships  in  this  area.  It  is  our  intention  to  report  to  the  President 
through  Secretary  Gardner  and  Secretary  Fowler  in  the  next  30  days. 

Let  me  set  out  the  reasons  this  program  is  so  attractive  to  me. 

(1)  Perhaps  this  is  a  natural  reaction  for  a  Treasury  official,  but  this  program 
unquestionably  gives  us  the  greatest  leverage  in  the  use  of  the  financial  resources 
of  the  United  States.  I  have  mentioned  that  a  tax  credit  plan  jjrovlding  a  maxinuim 
benefit  of  $325  p(!r  family  would  cost  us  a  billion  and  a  half  dollars  l)y  the  third 
year.  This  loan  program,  if  it  expands  on  the  trend  that  we  think  it  will  follow, 
could  make  63-^  million  loans  totaling  $6.7  billion  at  an  annual  interest  cost  to  the 
Federal  Government  that  will  reach  only  aV)out  $328  million  in  1972,  after  5 
years. 

(2)  At  $1,000  to  $1,500  a  student,  this  program  offers  some  meaningful  finan- 
cial assistance.  In  fact,  if  it  gets  underway  as  I  think  it  will,  and  if  college  costs 
increase  as  I  predict,  these  limits  maj^  have  to  be  raised. 

(3)  The  program  is  intimately  involved  with  all  sectors  of  the  financial  com- 
munity, the  academic  community,  and  State  government.  To  many,  this  spells 
chaos,  cumbersome  oi)erations,  and  endless  argumentation.  I  do  not  look  at  it 
that  way.  I  will  admit  that  there  is  a  lot  of  arguing  and  negotiation  ahead  before 
we  hammer  out  a  completely  viable  program,  but  this  is  precisely  the  sort  of 
"creative  federalism"  that  President  Johnson  has  continually  emphasized. 
Sometimes  it  is  difficult  to  start,  but  in  the  long  run  the  broad-based  support 
that  is  generated  is  well  worth  the  effort. 

If  history  is  any  indicator,  the  problem  of  financing  the  costs  of  higher  educa- 
tion, both  the  costs  to  students  and  the  costs  to  the  institutions,  will  be  met — no 
matter  what  the  costs  may  be,  and  no  matter  what  part}-  controls  our  political 


EXHIBITS  269 

dt'stin}^  I  would  recommend  to  you  the  study  of  the  alternutives.  I  would  hope 
that  you  would  agree  with  me  that  the  guaranteed  loan  program  provides  the 
most  promising  solution  currently  available  to  the  problem  of  financial  assistance 
to  the  student. 

I  believe  that  we  are  getting  much  closer  to  our  goal  of  being  able  to  say  to 
every  American  boy  and  girl,  "If  you  can  get  admitted  to  a  college,  the  financial 
resources  that  you  need  will  be  available."  Implementation  of  this  program 
should  make  this  promise  a  reality.  It  should  make  the  financial  burden  of  educa- 
tion a  tolerable  burden  for  American  families.  It  should  provide  at  least  part  of  the 
financial  basis  that  American  colleges  and  universities  now  need  and  will  need. 
And,  finally,  it  should  enable  us  to  reach  into  the  ghettos  and  the  pockets  of 
rural  poverty,  to  draw  out  and  to  educate  those  disadvantaged  Americans  to 
whom  a  higher  education  a  few  years  ago  was  literally  unthinkable. 

This  is  a  town  of  financial  genius  and  imagination.  I  ask  that  you  use  some  of 
that  imagination  and  some  of  that  creativitj^  in  helping  us  solve  a  problem  that 
involves  one  of  the  fundamental  aspirations  of  millions  of  American  families. 


Exhibit  30. — Excerpts  from  remarks  by  Under  Secretary  Barr,  June  18,  1967, 
before  the  Internationa!  Conference  for  Credit  Union  Executives,  Miami 
Beach,  Fla.,  on  the  problems  and  perspectives  in  the  financing  of  a  higher 
education 

The  subject  I  should  like  to  pursue  today  is  the  financing  of  higher  education. 
Here  is  a  topic  that  both  private  financial  officials  and  Treasury  officials  do  not, 
at  first  blush,  consider  ])art  of  their  direct  responsibility.  Yet  I  would  suggest 
that  for  several  reasons  this  is  a  subject  that  should  l)e  of  concern  to  us. 

First,  we  are  involved  with  finance,  and  higher  education  looses  an  important 
and  growing  financing  jiroblem  in  this  country.  To  illustrate:  In  1930,  total  ex- 
penditures on  higher  education  in  the  United  States  were  about  $630  million. 
In  1950  the  figure  had  multiplied  more  than  four  times  over — to  about  $2.7 
billion.  In  the  current  year,  1967,  these  expenditures  are  expected  to  nnich  a  level 
of  approximately  $16.8  billion,  or  over  25  times  the  1930  level.  Financing  of  this 
magnitude  should  not  be  ignored  by  those  whose  job  it  is  to  concern  tlnmiselves 
with  the  Nation's  financial  needs. 

Second,  i:)recisely  because  the  financing  of  education  has  received  relatively 
little  attention  from  the  financial  community,  there  is  a  distinct  possibility  that 
we  may  have  fi'esh  ideas  to  contribute.  The  tal(;nt  and  ingenuity  that  characterize 
the  financial  institutions  of  this  coiuitry- — -and  our  credit  unions,  which  are  one 
of  the  fastest  growing  segments  of  the  financial  comnnmity — surely  should  b(; 
brought  to  bear  upon  this,  one  of  the  most  basic  problems  facing  the  United 
States. 

Finally,  and  most  personally,  the  problem  of  college  costs  is  one  that  will  affect 
most  of  us  individually.  With  costs  continually  rising,  the  vast  majority  of  Ameri- 
can families  are  finding  it  a  burden  to  bear  the  college  expenses  of  their  sons  and 
daughters. 

I  therefore  propose  to  subject  you  to  a  few  observations  on  this  to])ic.  I  shall 
first  review  with  you  a  recently  enacted  program  that  serves  as  a  good  example 
of  the  potential  benefits  of  a  cooperative  public  and  ])rivate  effort  in  meeting 
this  problem.  Then  I  should  like  to  set  before  you  some  of  the  broader  questions 
that  all  of  us  will  have  to  consider. 

Let  me  start  from  first  principles.  I  believe  that  perhaps  the  most  significant 
and  unique  characteristic  of  this  country  is  our  historical  commitment  to  equality 
of  opportunity.  This  is  a  nation  built  on  the  talents  and  (Miergies  of  its  peojjle. 
It  has  derived  its  luiprecedented  strength  from  a  commitmcnit  to  give  every 
young  man  and  woman  the  opportunity  fully  to  realize  his  or  her  jjotential. 

In  the  United  States  of  1967,  this  commitment  requires  us  to  ])rovide  an  in- 
creasing number  of  our  young  jjeople  with  the  higher  education  that  is  so  vital 
in  a  sophisticated  economy.  At  the  same  time,  with  rising  college  costs,  higher 
education  is  an  ever-increasing  financial  burden  to  American  families. 

In  this  important  sense,  then,  financial  aid  for  higher  education  is  a  critical 
national  problem.  It  is  these  circumstances  that  necessitated  a  renewed  commit- 
ment to  the  goal  that  no  young  American  who  is  admitted  to  college  shall  be 
dejirived  of  an  education  for  lack  of  the  necessary  financial  resources. 

We  have  accepted  that  goal.  The  issue  is,  How  do  we  achieve  it? 


270   19  67  EEPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

I.  The  guaranteed  student  loan  program 

In  the  Higher  Education  Act  of  1965,  the  Congress  established  a  new  approach 
to  the  problem  of  assisting  stvidents  to  meet  college  costs.  Basically  the  program 
contains  no  radical  departures  from  sound  practices  in  other  areas  of  finance. 
Rather  it  involves  the  application  of  experience  gained  in  other  areas  to  this  vital 
problem.  The  program  works  as  follows: 

A  college  student  applies  to  borrow  up  to  $1,500  per  year  from  his  local 
credit  union,  bank,  savings  and  loan  association,  or  other  lending  institution. 
The  terms  of  the  loan  provide  for  6  percent  interest,  with  no  repayment  of 
principal  while  the  student  is  in  school,  and  up  to  10  years  thereafter  to 
repay.  These  are  the  sort  of  terms  that  students  really  need,  and  the  basic 
concept  here  is  that  the  acquisition  of  a  college  education  is  at  least  as  sound 
a  reason  to  borrow  money  as  the  acquisition  of  a  house,  an  autoniobile,  or  a 
television  set. 

Although  the  loan  and  its  terms  may  be  just  what  the  student  needs,  the 
credit  union  or  other  lender  normally  would  not  be  able  to  extend  such 
liberal  credit  to  a  student.  To  make  the  transaction  feasible  for  the  lender, 
the  program  provides  for  the  loan  to  be  guaranteed  by  a  State  or  private 
nonprofit  student  loan  guarantee  agency.  During  the  current  academic 
year — the  first  year  that  this  program  has  been  in  operation — the  Federal 
Government  advanced  $17.5  million  in  "seed  money"  to  these  guarantee 
agencies  across  the  country,  to  provide  the  initial  reserves  that  they  would 
need  to  back  up  their  guarantees.  If  the  student  should  default  on  the  loan, 
the  guarantee  agency  promptly  makes  good  to  the  lender. 

For  many  students,  even  the  loan  terms  that  I  have  described  would  not 
be  favorable  enough.  Accordingly,  under  this  program  the  Federal  Govern- 
ment provides  an  interest  subsidy  for  students  from  families  with  income 
below  about  $20,000  (the  precise  level  varying  with  the  size  of  the  family) . 
In  these  cases,  the  Government  pays  all  of  the  interest  while  the  student  is  in 
school  and  one-half  of  the  interest  after  he  leaves  school. 
As  you  can  see,  this  is  a  cooperative  effort  in  which  the  Federal  Government, 
the  State  governments,  and  the  private  financial  community  all  play  a  part. 
The   lending   community,    with   its   vast   resources,    supplies   the   actual 
funds. 

The  State  governments,  with  their  familarity  with  local  conditions,  adminis- 
ter the  guarantee  arrangements. 

The  Federal  Government,  with  the  best  credit  rating  in  the  world,  stands 
ready  to  supply  the  ultimate  backing  and  subsidizes  part  of  the  borrowing 
costs  for  lower  and  middle  income  families. 
This  is  an  example  of  what  President  Johnson  refers  to  as  "creative  federalism." 
Any  new  program  requires  a  little  time  before  it  can  be  fimctioning  smoothly — 
and  particularly  where  a  cooperative  effort  such  as  this  is  involved.  To  make  sure 
that  this  loan  program  would  progress  satisfactorily,  the  President  directed  us  a 
few  months  ago  to  study  its  operations  and  recommend  any  appropriate  improve- 
ments. I  was  assigned  the  responsibility  for  coordinating  the  interagency  study. 
We  reviewed  all  of  the  data  available.  We  consulted  not  only  with  experts 
within  the  Government,  but  also  with  representatives  of  the  credit  unions,  the 
banks,  the  savings  and  loan  associations,  the  colleges,  and  the  State  and  private 
guarantee  agencies,  among  others. 

Our  basic  conclusion  was  that  the  program  was  well-conceived  and  had  gotten 
ofif  to  a  promising  start,  with  an  expected  total  by  June  30,  1967,  of  $400  million  in 
loans  to  480,000  students. 

There  were,  however,  some  problems  that  required  resolution.  These  problems 
did  not  lie  in  the  area  of  student  demand  for  loans.  There  seems  little  doubt  that, 
as  the  program  becomes  known  to  students,  they  are  finding  it  sufficiently  attract- 
ive and  useful. 

The  problems  seem  to  relate  to  the  other  two  parties  to  the  arrangement — the 
lender  and  the  guarantor. 

With  a  fixed  6  percent  interest  rate,  it  appeared  that  the  program  was  a  loss 
operation  for  a  great  many  lenders.  The  combination  of  high  interest  rates  and 
tight  money  last  year,  plus  the  administrative  costs  involved  in  this  program, 
discouraged  many  haulers. 

t^T'he  long-term  iiaturc  of  these  loans  also  presents  a  potential  problem.  Smaller 
lenders,  such  as  some  of  the  credit  unions,  and  in  the  long  run  larger  lenders  as 
well,  could  face  liquidity  problems  if  too  much  of  their  funds  became  tied  up  in 
these  loans. 
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Guarantee  capacity  generally  has  been  adequate  up  to  now,  but  we  could  see 
clearly  that  it  would  not  continue  to  be  adequate  in  a  number  of  States  for  the 
coming  year.  The  reserves  of  some  of  the  State  and  private  agencies  had  consisted 
solely  of  the  Federal  "seed  money"  advances  that  I  have  mentioned.  With  these 
funds  exhausted,  the  States  would  have  to  supplement  the  guarantee  reserves, 
or  the  Federal  Government  would  have  to  provide  additional  support  in  some 
fashion. 

We  are  convinced  that  these  problems  can  be  dealt  with  successfully,  and  we 
are  moving  to  deal  with  them.  Here  are  the  steps  that  are  in  progress. 

1.  Since  we  cannot  expect  the  private  financial  community  to  support  a  major 
loan  program  on  a  loss  basis,  we  have  proposed  an  amendment  to  the  law  that 
would  authorize  the  Federal  Government  to  pay  loan  placement  and  conversion 
fees  in  amounts  up  to  $35.  The  amount  of  the  fees  would  be  adjusted  from  time 
to  time,  to  take  account  of  varjang  costs  of  money  and  administrative  costs. 
Basically,  however,  the  fee  authority  would  assure  lenders  that  they  should  not 
have  to  take  a  loss  on  these  loans. 

2.  The  paperwork  involved  in  the  program  also  can  and  should  be  reduced  to 
cut  costs.  We  are  substantially  simplifjang  the  application  forms  and  procedures, 
and  we  have  proposed  a  statutory  amendment  that  would  provide,  at  the  lenders 
option,  a  simplified  method  of  collecting  the  interest  subsidies  due  from  the 
Federal  Government.  Along  the  same  lines,  we  have  proposed  to  reduce  adminis- 
trative expenses  by  combining  the  two  separate  loan  programs  for  vocational  and 
college  students. 

3.  The  interest  rate  and  credit  situation  generally  in  the  economy  have  eased 
significantly.  Although  of  course,  we  have  many  other  reasons  to  encourage  that 
trend,  we  are  hopeful  that  it  will  facilitate  increased  lender  participation  in  this 
student  loan  program. 

4.  These  changes  should  encourage  substantially  increased  participation  in 
the  program  by  all  types  of  lending  institutions.  This  will,  we  expect,  spread  the 
student  loan  business  around  quite  a  bit.  However,  to  assist  smaller  lenders  and 
in  anticipation  of  a  substantially  increased  volume  of  loans,  we  are  exploring  the 
feasibility  of  establishing  arrangements  for  pooling  lending  resources,  and  the 
possibility  of  creating  a  secondary  market  in  these  education  loans.  We  intend 
to  find  out,  for  example,  whether  some  of  the  insurance  companies  might  provide 
a  secondary  market  for  student  loans  made  by  credit  unions. 

5.  On  the  guarantee  side,  we  plan  to  move  administratively,  with  maximum 
cooperation  with  the  States,  to  assure  the  guarantee  capacity  that  will  be  needed. 
A  number  of  States  are  taking  care  of  their  own  needs  in  this  area  most  admirably. 
We  have  been  in  touch  with  each  of  the  Governors,  and  have  been  pleased  witli 
the  widespread  support  for  this  program.  But  where  necessary,  w^e  can  extend 
direct  Federal  guarantees — preferably  to  be  administered  by  the  existing  State 
loan  guarantee  agencies — to  make  certain  that  students  are  not  denied  loans  for 
lack  of  guarantees  to  back  them  up. 

As  you  can  see,  this  involves  some  fairly  technical  matters.  There  is,  however,  a 
fairly  simple  observation  that  I  hope  you  will  bear  in  mind:  A  cooperative  effort 
of  this  type  obviously  cannot  succeed  without  full  cooperation.  The  colleges  and 
students  are  ready  and  willing.  The  State  and  private  guarantee  agencies  are 
generally  performing  quite  admirably.  And  the  Federal  Government  is  doing  its 
very  best  to  play  its  proper  role  in  the  endeavor.  The  program  cannot  function, 
however,  without  the  support  of  the  private  lending  community. 

I  do  not  mean  to  imply  that  the  support  of  our  private  financial  institutions 
has  been  lacking.  Despite  some  initial  problems,  the  loan  program  got  off  to  a 
promising  start.  I  am  also  very  much  aware  of  the  limitations  that  arose  from  the 
extraordinary  credit  conditions  that  prevailed  last  year.  But  now  that  the  prob- 
lems are  being  eliminated,  I  hope  that  we  can  look  forward  to  substantially  in- 
creased support  from  all  quarters. 

I  particularly  hope  that  this  program  will  commend  itself  to  the  Nation's 
credit  unions.  We  have  appreciated  CUNA's  support,  advice,  and  encouragement 
in  developing  this  program  and  resolving  some  of  the  problems  it  has  presented. 
We  know  that  you  have  historically  been  committed  to  serving  the  needs  of  your 
members — and  that  by  doing  so,  you  have  become  one  of  the  fastest-growing 
elements  on  the  financial  scene.  I  believe  that  this  program  provides  an  opportu- 
nity for  increased  service  to  j^our  members  in  an  area  in  which  they  are,  and  in- 
creasingly will  be,  in  need  of  assistance.  I  am  confident  that  you  will  rise  to  that 
task. 
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II.  Some  broader  perspectives 

I  ha\('  taken  your  tiuu!  to  rovicw  the  status  of  the  guaranteed  loan  program 
because  it  is  the  program  that  is  currently  on  the  books,  and  because  it  illustrates 
several  of  the  more  basic  issues  in  this  area. 

As  I  have  mentioned,  this  program  attempts  to  proceed  through  the  extension 
of  assistance  directly  to  students.  And  it  attempts  to  do  this  through  a  public  and 
jjrivate,  State  and  Federal  effort.  I  believe  that  there  is  widespread  agreement 
that  this  program  is  a  sensible  and  practical  approach  to  the  problem.  The  as-, 
sumptions  upon  which  the  i)rogram  proceeds,  however,  have  implications  that 
warrant  examination. 

Aluch  has  been  said  about  the  fantastic  increase  in  recent  years  in  the  size  of 
our  college  poi^ulation;  but  this  has  been  only  the  beginning.  In  1965,  full-time 
enrollment  in  our  colleges  stood  at  5.5  million  students.  By  1975,  we  expect  the 
total  to  reach  nearly  9  million  students. 

I  think  we  must  assume  that  the  need  for  financing  higher  education  in  this 
country  is  going  to  grow  at  least  as  rapidly  as  college  enrollment.  I  think  we  must 
also  accept  the  fact  that  this  need  is  going  to  be  met,  one  way  or  another. 

We  are  then  discussing  just  what  is  the  best  way  of  moving  financial  resources 
to  this  particular  area  of  need.  This  is  the  subject  that  deserves  some  attention 
from  all  of  us. 

The  loan  program  aims  at  assisting  students — not  colleges — to  carry  the 
costs  of  higher  education.  In  the  long  run,  is  this  the  right  road  to  travel?  In 
our  elementary  and  secondary  schools,  wc;  basically  assume  that  the  cost  of  edu- 
cation should  be  borne  by  the  taxpaying  pulilic  at  large,  and  the  education 
should  be  provided  free  of  cost  to  the  student.  Our  system  of  higher  education 
has  been  and  still  is  something  of  a  hybrid  in  this  respect,  since  we  have  public 
universities  at  which  some  of  the  expenses  are  covered  by  tuition  fees;  and  private 
colleges  which  depend  largely  on  tuition  and  alumni  support  for  their  financing, 
but  for  which  Government  assistance  has  become  increasingly  significant  in 
recent  years. 

There  are  some  who  believe  that  we  should  move  in  the  direction  of  extending 
the  public  education  concept  to  virtually  all  of  our  colleges  and  universities. 
This  view  is  grounded  in  large  part  upon  principle,  and  upon  the  contribution 
that  education  makes  to  the  national  well-being.  Although  the  primary  benefits 
of  higher  education  accrue  to  the  student,  there  also  are  important  benefits  to 
the  economy  and  the  Nation  as  a  whole.  The  public  education  concept  also  finds 
support  in  the  concern  that  many  feel  about  the  ability  of  young  people  to  assume 
heavy  debt  responsibility,  and  the  social  and  economic  effects  of  such  debts, 
in  terms  of  other  uses  of  credit  and  the  formation  of  families,  for  example. 

At  the  same  time,  it  can  be  argued  that  the  logical  basis  for  tax-supported 
public  education  must  be  the  near  universal  availability  and  use  of  the  educa- 
tional system.  The  overwhelming  majority  of  our  young  people  do  go  to  elemen- 
tary and  secondary  schools,  but  a  great  many  do  not  go  on  to  college.  It  may 
be  unfair  to  tax  them  and  their  families  to  support  the  expansion  of  public  higher 
education. 

It  also  has  been  pointed  out  that  the  tax-support  arrangement  is  inefficient 
and  inequitable  in  the  sense  that  it  requires  all  of  us  to  pay  for  the  college  edu- 
cation of  students  who  can  well  afford  to  pay  their  own  way.  This  viewpoint 
obviously  has  not  been  allowed  to  stand  in  the  way  of  public  elementary  and 
secondary  education,  but  some  feel  that  it  has  greater  force  in  the  context  of 
higher  education. 

As  you  can  see,  these  financing  questions  bring  us  unavoidably  to  some  of  the 
most  basic  issues  in  the  field  of  higher  education.  Indeed,  the  choice  between 
putting  the  burden  upon  the  student — in  effect,  a  user  method  of  financing — 
and  putting  the  burden  upon  the  taxpayers  generally,  is  an  issue  with  vast  social, 
(>conomic,  and  political  implications,  and  one  to  which  there  is  no  easy  answer. 

The  guaranteed  loan  program  proceeds  on  the  assumption  that  the  major 
resources  to  be  utilized  in  financing  the  expanded  needs  of  higher  education 
will  be,  at  least  in  this  instance,  supplied  by  the  private  financial  community. 
In  the  context  of  this  particular  program,  this  is,  I  believe,  quite  clearly  a  sen- 
sible and  constructive  approach.  It  does  lead  us,  however,  to  more  fundamental 
questions  as  to  the  method  of  moving  resources  in  this  area.  I,  for  one,  believe 
that  methods  can  be  devised  for  increasing  the  involvement  of  the  private  finan- 
cial sector.  This,  of  course,  depends  upon  the  ingenuity  of  the  decisionmakers 
as  w^ell  as  the  willingness  of  the  financial  institutions  of  this  country  to  explore 
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new  financing  possibilities.  The  obvious  alternative  is  for  government — ^Federal, 
State,  and  local — to  tax  the  resources  out  of  the  private  sector  and  direct  them 
where  they  are  needed,  either  in  assistance  to  students  or  assistance  to  colleges. 

Finally,  the  student  loan  program  pursues  policies  of  "creative  federalism." 
It  relies  upon  a  division  of  responsibility  between  the  States  and  the  Federal 
Government.  This  is  a  basic  approach  which  President  Johnson  has  committed 
himself  to  follow,  whenever  possible.  And  in  this  instance,  it  appears  that  it 
can  and  will  do  the  job  in  an  effective  manner. 

The  broader  implications  here  again  are  obvious.  As  I  have  indicated,  the 
needs  of  higher  education  in  this  country  are  going  to  be  met.  I  believe  that 
much  of  the  responsibility  should  be  assumed  by  State  and  local  government, 
but  whether  this  can  and  will  be  done  depends  upon  the  interest  and  energy  of 
State,  local,  and  community  leaders — such  as  yourselves — in  grasping  the  prob- 
lems and  devising  methods  to  cope  with  them.  We  must  recognize  that,  whether 
we  like  it  or  not,  if  the  job  is  not  done  at  the  State  and  local  level,  there  will  be 
irresistible  pressure  to  try  to  do  it  from  Washington. 

III.  Conclusion 

You  no  doubt  have  noticed  that  I  am  much  better  at  posing  tough  questions 
than  at  providing  easy  answers.  That  is  the  nature  of  this  problem. 

I  have  tried  to  put  two  tasks  before  you.  In  reverse  order,  they  are,  first,  to 
apply  your  own  talent  and  experience  to  some  of  these  vital  problems  in  the 
area  of  financing  higher  education;  and  second,  to  give  support,  if  you  can,  to 
one  immediate  effort  that  is  underway  to  meet  these  needs — the  guaranteed 
student  loan  program. 

The  history  of  this  Nation  proves  again  and  again  how  much  can  be  accom- 
plished by  the  effort  of  our  people.  I  hope  that  you  share  with  me  the  conviction 
that  no  endeavor  is  more  worthy  of  our  effort  than  the  education  of  our  children. 


Exhibit  31.— Remarks  by  Deputy  Under  Secretary  for  Monetary  Affairs  Stern- 
light,  November  18,  1966,  before  the  annual  convention  of  the  U.S.  Savings  & 
Loan  League,  New  York  City,  on  the  changing  mix  of  Federal  debt  management 

Just  a  year  ago,  upon  joining  the  Treasury  and  looking  over  the  monetary 
problems  that  I  would  have  to  contend  with,  an  initial  impression  was  that  the 
management  of  the  Treasury's  own  debt  operations  was  not  too  complex  a  task. 
The  Federal  debt  was  growing  only  slightly  and  we  had  two  very  good,  steady 
customers  for  our  securities  in  the  Federal  Reserve  System  and  the  Government 
investment  accounts.  Their  takings  alone  far  more  than  offset  the  current  pace 
of  increase  in  Treasury  debt,  and  we  seemed  to  be  in  the  enviable  position  of 
marketing  an  increasingly  scarce  product. 

At  the  same  time  I  was  equally  impressed  with  the  formidable  job  of  seeking 
to  coordinate  the  financings  of  Federal  agencies  with  one  another  and  with  the 
Treasury's  own  debt  operations.  These  agency  financings  were  increasing  in 
number,  size,  and  complexity,  and  this  at  a  time  when  greater  demands  were 
pressing  on  the  credit  markets  from  private  borrowers  of  all  types.  -n,^ 

/'  As  a  matter  of  long  precedent,  it  has  been  the  standard  practice — at  least  when  j 
(  viewed  from  the  Treasury's  eyes — for  the  money  needs  of  the  Treasury  to  take/ 
]  precedence  over  those  of  the  Federal  agencies.  On  grounds  of  sheer  size  alone,  ?-?IC 
^  j  the  Treasury's  debt  operations  occupied  the  commanding  position.  It  is  not\ 
/  that  the  agencies  were  given  short  shrift,  but  when  it  came  to  a  question  of  \ 
I  whose  borrowing  program  would  be  adjusted  for  whom,  it  was  the  Treasury  thaty 
I   stood  fast  and  the  agencies  that  accommodated. 

^  The  tables  haven't  turned  round  completely  on  this,  but  thei'e  is  certainly  a 
much  greater  weight  now  given  to  the  agencies'  needs.  And  indeed,  to  some  degree 
tlie~tiffiing~anTl~size  of  Treasury  financing  operations  have  been  altered  in  recent 
months  because  of  the  financing  needs  of  the  Federal  agencies.  It  may  be  signifi- 
cant, too,  that  those  of  us  who  are  most  closely  involved^with  debt  management 
at  the  Treasury  tend  to  spend  more  time  with  agency  financing  than  on  the 
Treasury's  own  debt  management.  The  important  point,  of  course,  is  that  the 
different  and  varied  types  of  borrowing  must  be  very  carefully  coordinated.  And 
this  refers  not  just  to  timing,  but  also  to  the  particular  kind  of  borrowing — the 
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amounts,  the  maturities  offered,  the  type  of  investor  who  is  being  appealed  to,  and 
the  type  of  distributive  machinery  employed. 

A  few  figures  on  the  relative  size  and  growth  of  agency  and  Treasury  debt  may 
be  in  order  here.  At  the  end  of  September  1966,  to  take  a  convenient  recent  date, 
Treasury  debt  outstanding  was  about  $325  billion.  Looking  back  over  about  a 
5  or  6  year  span,  to  the  end  of  1960,  the  comparable  figure  for  Treasury  debt  was 
about  $290  billion — an  increase  of  some  $35  billion.  That  12  percent  rise  in  debt  is 
not  insignificant,  although  it  looks  rather  pale  beside  the  48  percent  rise  in  GNP 
over  this  period.  It  is  pale,  too,  beside  the  increase  of  about  50  percent  in  total 
private  and  public  debt  over  roughly  the  same  period. 

Besides,  the  portion  of  Treasury  debt  held  in  the  private  market  barely  grew  at 
all  in  this  interval— $208  billion  at  the  end  of  1960  and  $213  billion  in  September 
1966.  That  provides  a  rise  of  only  about  2  percent.  In  fact,  in  the  past  2  years,  the 
volume  of  Treasury  debt  held  in  the  private  market  has  undergone  some  absolute 
decline,  never  mind  the  ratio  to  GNP  or  the  comparison  with  total  debt. 

During  the  same  time  interval — the  end  of  1960  through  September  30,  1966 — 
outstanding  Federal  agency  obligations  and  certificates  of  participation  in  credits 
held  by  the  Federal  Government  increased  from  $8  billion  to  $22  billion.  As  of 
September  30,  1966,  all  but  about  $0.5  billion  of  that  $22  billion  was  held  by 
private  investors,  although  as  will  be  discussed  later,  a  program  is  now  underway 
that  calls  for  some  increasing  amounts  to  be  taken  by  Government  investment 
accounts. 

It  may  be  asked  why,  if  Federal  agency  borrowings  have  been  on  a  growth 
path  for  the  past  half  dozen  years,  this  area  of  the  market  suddenly  became  so 
particularly  congested  during  1966,  calling  for  particular  remedial  measures. 
The  situation  arose  from  two  reinforcing  causes.  First,  there  was  a  marked  ac- 
celeration in  the  growth  of  agency  debt  just  during  the  past  year.  And  second, 
this  growth  occurred  at  a  time  of  generally  tightening  financial  markets,  when 
a  great  many  major  borrowers  besides  the  Federal  agencies  were  seeking  to  tap 
the  Nation's  financial  markets  for  larger  amounts. 

Looking  first  at  the  acceleration  factor,  agency  debt  and  participation  cer- 
tificates outstanding  rose  by  $8  billion  in  the  5  years  ended  last  December — a 
fairly  steady  growth  rate  of  just  over  $1%  billion  per  year.  In  the  first  three 
quarters  of  1966,  however,  there  was  a  jump  of  more  than  $5^  billion,  with  a 
particvilarly  heavy  concentration  in  the  first  half  of  the  year. 

Why  the  sudden  step-up?  One  reason,  which  accounted  for  $1]4  billion  of 
the  rise  in  the  first  three  quarters  of  this  year  was  the  sharply  increased  need  of 
the  Federal  home  loan  banks  to  provide  funds  to  member  savings  and  loan 
associations  that  had  sustained  net  withdrawals  in  the  hot  war  for  savings.  In 
that  9-month  period,  the  supply  of  Federal  home  loan  bank  issues  was  boosted 
by  some  30  percent. 

A  closely  related  agency  borrower  was  the  Federal  National  Mortgage  As- 
sociation, which  borrowed  in  support  of  its  secondary  market  acquisitions  of 
mortgages.  In  the  first  9  months  of  1966,  FNMA  issued  a  net  of  $1%  billion  of 
debentures  and  short-term  discount  notes  to  raise  the  funds  needed  to  support 
its  recordbrcaking  pace  of  mortgage  buying. 

In  a  sense  both  the  home  loan  and  the  FNMA  issues  can  be  regarded  as  channels 
for  recoui)ing  some  of  the  funds  lost  to  the  mortgage  market  and  homebuilding 
as  a  result  of  generally  tight  money.  It  is  not  that  these  market  issues  made 
money  easier.  Rather  they  were  a  means  for  redistributing  and  evening  up  the 
flow  of  credit  which,  left  to  the  forces  of  unfettered  competition,  was  pulling 
away  from  the  mortgage  market  and  cutting  very  sharply  into  new  homebuilding 
activity. 

Another  chunk  of  sizable  agency  borrowing — some  $1.3  billion  in  the  first 
three  quarters  of  1966 — was  on  behalf  of  the  Farm  Credit  Administration  with 
its  three  component  parts:  the  Federal  land  banks,  the  banks  for  cooperatives, 
and  the  Federal  intermediate  credit  banks.  To  some  extent,  the  generally  tight 
money  market  enlarged  their  needs,  as  farmers  were  not  able  to  get  credit  quite 
as  readily  as  had  been  the  case  earlier  from  other  channels.  The  drying  up  of 
funds  was  not  nearly  so  marked  in  this  farm  credit  area  as  in  the  case  of  home 
mortgage  money,  but  there  was  a  noticeable  unsatisfied  demand,  particularly 
as  modern  farming  is  increasingly  dependent  on  heavy  capital  investment  in 
land,  equipment  and  "goods  in  i)rocess." 

In  addition  to  these  agency  borrowings,  there  were  also  some  participation 
sales  during  the  first  half  of  1966.  In  part,  these  were  conducted  by  the  Export- 
Import  Bank    enabling  them  to  replenish  their  funds  and  continue  to  provide 
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credit  support  for  U.S.  exports,  which  are  so  vital  to  our  balance  of  payments. 
Another  portion  of  the  participation  sales  permitted  the  market  financing  of 
mortgages  accumulated  earlier  by  the  VA  and  by  the  FNMA. 

And  still  a  further  sale  of  participation  certificates,  conducted  on  behalf  of 
the  Small  Business  Administration,  enabled  that  agencj'  to  rebuild  its  depleted 
lending  funds  and  get  back  into  the  program  for  which  it  was  established  by 
the  Congress.  Here,  too,  in  the  small  business  area,  was  an  instance  of  agency 
issue  sales  being  used  to  redirect  some  flows  of  funds  back  to  those  groups  of 
borrowers  that  tend  to  be  most  adversely  affected  by  monetary  stringency. 

So  much  for  the  special  needs  for  agency  borrowing  in  the  first  half  of  1966. 
The  other  factor  mentioned  earlier  as  contributing  to  particular  congestion 
in  the  market  for  agencj^  issues  was  the  heavy  competing  demands  of  other 
borrowers.  Business  borrowing,  in  particular,  surged  upward  at  an  extraordinary 
and  unsustainable  rate.  Business  borrowing  from  banks  rose  at  a  19  percent 
annual  rate  in  the  first  half  of  this  year.  While  this  rate  was  actually  a  shade  less 
than  in  the  first  half  of  1965,  which  had  also  been  an  unusually  heavy  period 
for  business  borrowing  from  banks,  there  was  a  big  difference  between  the  2 
years  in  that  business  borrowing  in  the  capital  markets  was  also  extraordinarily 
large  in  1966.  For  nonfinancial  businesses  alone,  net  borrowing  in  the  securities 
markets  was  at  a  seasonally  adjusted  annual  rate  of  around  $11  billion  in  the 
first  half  of  this  year,  approximately  double  the  1965  total. 

With  Federal  agency  issues  entering  the  market  in  relatively  large  volume, 
encountering  such  powerful  competing  demands  from  business  borrowers,  and 
also  encountering  a  more  restrictive  monetary  policy,  it  is  small  wonder  that  the 
going  was  a  bit  rough  for  agency  securities. 

The  pressure  showed  up  most  dramatically  in  interest  rate  movements.  We  all 
know  that  the  entire  spectrum  of  interest  rates  was  rising  during  this  period, 
but  it  is  less  widely  appreciated  that  there  were  some  significant  differences  in  the 
extent  of  the  rise  for  different  types  of  securities.  The  supply  factors  referred  to 
earlier  had  a  good  deal  to  do  with  this.  Toward  the  end  of  1965,  for  example, 
just  before  the  discount  rate  was  raised  in  early  December,  1-year  Treasury 
securities  carried  a  yield  of  around  4.40  percent — which  in  our  innocence  we 
thought  was  pretty  high  at  the  time.  A  1-year  Federal  agency  issue  carried  a 
market  yield  then  of  around  4.60  percent.  The  difference,  0.2  percent  or  20  basis 
points  in  the  parlance  of  the  bond  market,  was  in  the  historic  range  of  variation 
that  had  prevailed  in  recent  years  between  Treasury  and  agency  issues — roughly 
15  to  30  basis  points. 

By  the  end  of  February  this  year,  with  changes  in  the  wake  of  a  tighter 
monetary  policy  and  a  stronger  set  of  credit  demands  working  their  way  through 
the  fabric  of  market  interest  rates,  the  1-year  Treasury  rate  had  risen  to  around  5 
percent  and  the  agency  rate  to  about  5.30  percent.  The  two  were  still  moving  in 
reasonably  parallel  fashion.  Over  the  next  few  months,  however,  leading  up  to 
June  1966,  Treasury  rates  moved  in  a  narrow  range,  showing  little  net  change, 
while  agency  borrowing  rates  shot  upward  very  sharply.  In  June  the  difference 
between  1-year  agency  issues  and  Treasury  securities  reached  a  high  %  percent 
or  75  basis  points. 

Since  June,  the  spread  has  narrowed  again,  although  unfortunately  much  of 
this  narrowing  reflected  a  sharp  jump  in  Treasury  rates  in  July  and  August, 
rather  than  the  sought-for  decline  in  agency  rates.  Indeed,  during  July  and 
August  rates  on  agency  issues  continued  to  edge  somewhat  higher.  Since  early 
September,  however,  all  sectors  have  done  better,  and  I  think  there  is  a  genuine 
basis  for  confidence  that  the  worst  is  now  behind  us. 

The  improvement  of  the  last  few  months  was  no  mere  matter  of  chance.  Nor 
will  I  join  those  who  say  "things  could  not  get  any  worse,  so  they  had  to  get 
better."  Rather,  as  I  view  it,  there  was  a  series  of  coordinated  actions  by  the 
administration,  the  Congress,  and  the  financial  supervisory  authorities  that  made 
a  material  difference  in  the  outcome  that  has  developed.  Since  these  were  inter- 
connected and  coordinated  efforts  I  will  not  try  to  cite  them  in  order  of  impor- 
tance. Their  importance  and  impact  were  mutually  reinforcing.  Nor  can  they  be 
given  in  clear-cut  chronological  sequence,  because  there  too  the  interplay  of 
coordinated  actions  and  effects  would  make  any  time  sequence  hard  to  follow. 

Let  me  start,  then,  with  administration  fiscal  policy,  which  moved  toward 
somewhat  greater  restraint  early  this  year,  and  thou  took  a  further  important 
step  in  September  with  the  President's  reciuest  for  temporary  suspension  of  the 
7  percent  investment  tax  credit,  and  suspension  of  certain  accelerated  deprecia- 
tion options.  These  reconnnendations,  now  enacted  by  the  Congress  and  signed 
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into  law,  are  designed  to  moderate  the  unsustainable  growth  in  business  investment 
outlays — which  has  been  one  of  the  main  sources  of  inflationary  pressure — and 
closely  related  to  this  to  moderate  the  extraordinary  business  demands  for  credit 
which  I  referred  to  earlier. 

A  further  important  point  in  the  President's  September  program  has  been  to 
reduce  the  market  impact  of  Federal  financing  operations.  This  has  had  two 
aspects.  The  first  is  to  hold  back  wherever  possible,  consistent  with  national 
objectives,  the  extension  of  credits  under  Federal  programs.  For  the  financing 
of  such  credit  programs  places  some  strain  on  the  money  markets  no  matter  what 
form  that  financing  takes.  This  program  of  lending  restraint,  I  should  interject, 
is  paralleled  by  a  vigorous  effort  to  restrain  Federal  spending  on  less  essential 
programs  as  well. 

Second,  there  has  been  a  concerted  program  to  finance  Federal  lending  pro- 
grams in  a  way  that  exerts  minimum  impact  on  the  money  markets.  In  part  this 
has  taken  the  form  of  suspending  the  sales  of  participation  certificates  that  would 
have  been  conducted  at  this  time.  The  participation  sale  through  FN  MA  that 
had  been  scheduled  for  September  was  canceled,  although  the  door  was  purposely 
left  open  for  a  possible  sale  later  in  the  year  if  market  conditions  permitted. 

A  further  aspect  of  the  effort  to  minimize  the  money  market  impact  of  Federal 
credit  programs  is  the  sale  of  some  agency  issues  to  Government  investment 
funds  such  as  the  social  security  trust  fund,  civil  service  retirement  fund,  unem- 
ployment trust  fund  and  others.  As  outlined  on  September  10,  the  objective  was 
to  have  the  agencies,  in  the  aggregate,  raise  no  net  additional  money  in  the  private 
market  through  the  end  of  1966.  Where  new  money  is  needed  it  is  being  raised  by 
selling  the  agency  securities  to  the  Government  trust  funds.  This  is  not  done 
issue  by  issue,  but  in  the  aggregate.  Thus  in  some  instances  maturing  issues  are 
not  fully  replaced  in  the  private  market  while  in  others  the  sale  to  the  private 
market  will  raise  some  net  additional  money.  As  it  looks  now,  we  should  wind  up 
the  September-December  period  with  a  net  decline  of  perhaps  a  few  hundred 
million  dollars  in  private  market  holdings  of  Federal  agency  issues. 

There  can  be  little  doubt,  it  seems  to  me,  that  the  market  for  Federal  agency 
issues  has  benefited  from  this  slowdown  in  the  injection  of  new  supplies  of 
securities.  That  market  has  been  a  growing  one  over  the  years,  and  there  is  every 
reason  to  expect  further  growth  in  the  future  as  new  customers  are  developed  and 
secondary  market  trading  expands  further,  but  any  kind  of  market  faces  digestive 
problems  in  the  short  run  if  supplies  mushroom  at  a  pace  very  much  faster  than 
new  demand  outlets  can  be  developed. 

These  arrangements  have  proved  beneficial  not  only  to  the  market  in  agency 
issues,  and  to  the  financial  markets  generally,  but  also  to  the  trust  accounts. 
These  accounts,  which  are  managed  by  the  Treasury  in  the  general  public  interest, 
are  able  in  this  way  to  obtain  a  slightly  better  rate  of  return  than  on  the  Treasury 
issues  which  have  JDeen  their  historical  form  of  investment  up  to  now.  The  Federal 
agency  issues  are  just  as  safe  and  sound  an  investment  as  Treasury  securities, 
and  they  pay  a  slightly  higher  rate  only  because  they  do  not  enjoy  quite  the  same 
degree  of  liquidity  as  direct  Treasury  obligations.  Yet  there  is  no  reason  why  our 
major  trust  accounts  must  have  all  their  assets  in  the  absolutely  most  liquid 
form,  when  a  modest  degree  of  diversification  can  provide  equal  safety  and  no 
loss  in  effective  liquidity  in  relation  to  any  imaginable  set  of  contingencies. 

Looking  to  the  future,  I  would  venture  to  guess  that  the  trust  accounts  will 
continue  to  be  buyers  of  Federal  agency  issues  though  perhaps  not  necessarily 
on  the  same  scale  as  in  the  last  few  months.  When  FN  MA  participations  are 
placed  in  the  market  again,  it  is  likely  that  the  trust  funds  will  also  be  among  the 
investors  in  these  obligations.  We  have  found  in  the  past  marketings  of  FN  MA 
participations  that  private  pension  funds  or  State  and  local  pension  funds  are 
among  the  main  buyers.  On  this  basis  there  is  much  to  be  said  for  extending  to 
public  investment  trust  funds  the  same  kind  of  opportimity  to  finance  federally 
aided  credit  programs  that  is  available  to  private  institutional  investors. 

Turning  now  to  another  part  of  the  coordinated  program  to  relieve  the  pressures 
in  the  financial  and  credit  markets,  we  need  to  recognize  the  role  played  by  mone- 
tary policy  in  the  recent  period.  Looking  back  over  the  past  year  of  greater 
Federal  Reserve  restraint  it  seems  to  me  that  the  period  can  be  divided  roughly 
in  two  parts.  One  could  quibble  about  the  precise  point  of  division,  depending  on 
which  economic  or  financial  series  we  focus  on,  but  the  general  distinction  seems 
clear  enough.  From  late  1965  through  about  the  middle  of  1966  the  policy  of 
monetary  restraint  produced  a  sharp  rise  in  interest  rates  but  no  significant 
letup   in   bank   credit  growth.   Except  for   mortgage   credit,   substantial   credit 
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flows  continued  and  in  some  sectors  even  increased.  As  I  need  not  remind  you, 
the  slowdown  of  savings  growth,  or  even  net  outflows  of  funds,  from  savings  and 
loan  associations  was  one  of  the  main  channels  through  which  funds  were  diverted 
from  the  mortgage  market. 

After  the  middle  of  1966,  bank  credit  growth  slowed,  and  the  monetary  authori- 
ties made  a  particular  effort  to  slow  the  expansion  of  business  loans,  which  had 
been  leading  the  growth  parade  earlier  in  the  year.  In  this  way,  they  sought  to 
restrain  the  flow  of  credit  to  businesses  and  not  have  the  bank  credit  slowdown  en- 
tirely at  the  expense,  say,  of  investments  in  various  kinds  of  securities. 

In  addition  to  reserve  restriction,  and  probably  of  even  greater  force  in  holding 
back  bank  credit  expansion,  is  the  fact  that  by  last  summer  the  banks  had  pretty 
much  bumped  into  a  wall  on  regulation  Q  and  could  no  longer  obtain  funds  just 
by  bidding  rates  up  for  them.  Through  early  August,  the  banks  were  at  least 
able  to  replace  maturing  certificates  of  deposit  and  make  small  net  additions  to 
the  total  outstanding,  but  by  the  end  of  August  and  on  into  September  and 
October  the  further  rise  in  market  rates  caused  a  steady  erosion  in  large  denomi- 
nation certificates.  The  net  decline  in  money  market  certificates  of  deposit  has 
by  now — through  October — accumulated  to  more  than  $2%  billion.  By  late 
September,  following  passage  of  the  administration-supported  legislation  to  re- 
strain interest  rate  competition  for  savings,  the  downward  revision  of  regulation 
Q  in  regard  to  smaller  sized  bank  time  deposits  exerted  a  further  restraint  on 
bank  credit  growth. 

The  process  of  restricting  bank  credit'  growth  does  not  in  itself,  of  course, 
immediately  improve  the  financial  market  atmosphere.  In  fact  the  initial  mar- 
ket impact  can  involve  greater  market  tensions.  But  rather  than  get  just  the 
tensions  and  the  rate  increases  without  the  broad-based  restraint — which  was 
the  case  earlier  this  year — what  we  are  getting  now  is  some  biting  restraint  on 
the  supply  of  credit  that  is  causing  some  demands  other  than  just  those  in  the 
mortgage  market  to  go  unsatisfied.  The  end  result  is  to  cool  off  the  underlying 
demands  for  credit  which  have  been  generated  because  of  unsustainably  rapid 
economic  growth.  And  as  this  occurs,  the  tensions  in  financial  markets  can  ease. 
The  cure  is  not  painless,  though,  and  some  voices  are  inevitably  raised  to  ask 
whether  other  types  of  restraint  are  not  to  be  preferred. 

It  is  hardly  necessary  to  say  that  in  the  current  period  of  market  pressures 
and  rearrangements  of  marketings  of  Federal  agency  debt  issues,  there  has  been 
much  closer  contact  and  coordination  than  heretofore  between  the  different 
credit  agencies  and  the  Treasury.  Previously  there  had  been  a  coordination  of 
timing  of  offerings  and  discussion  of  the  maturities  and  rates  to  be  offered,  but 
in  the  recent  period  there  has  been  much  more  of  a  mutual  working  out  of  ob- 
jectives in  regard  to  the  size  and  timing  of  credit  needs  as  well  as  the  immediate 
techniques  for  financing  those  needs.  It  seems  to  me  that  this  process  has  worked 
out  remarkably  well — basically,  I  think,  because  there  has  been  a  mutuality  of 
understanding  and  realization  of  the  paramount  need  for  overall  adjustment 
of  programs  to  fit  within  the  capabilities  of  the  credit  markets. 

During  the  current  period  of  market  stress,  it  seems  to  me,  there  was  no  choice 
but  to  adopt  this  approach  of  extremely  close  liaison.  Just  as  obviously,  we  are 
anxious  to  see  an  end  to  the  unusual  market  conditions  that  have  necessitated 
this  type  of  exercise  and  the  limitations  that  have  come  with  it.  But  as  improved 
market  conditions  return,  we  should  not  readily  discard  the  better  basis  of  co- 
ordination that  has  developed  over  the  past  several  months.  Indeed,  whatever 
the  market  conditions  of  the  moment,  the  mutuality  of  interest  remains.  We 
are  all  looking  to  the  same  credit  market  to  finance  important  needs,  whether 
it  is  money  to  be  channeled  into  the  home  mortgage  market,  into  small  business, 
into  supplementary  farm  credit,  or  into  the  general  range  of  Federal  expendi- 
tures that  may  not  be  covered  by  tax  revenues. 

This  is  not  a  prescription  for  centralized  planning  of  precisely  how  much 
credit  should  be  channeled  to  each  use  in  the  economy.  I  suspect  that  such  a 
system  would  take  on  all  the  rigidities  and  inefficiencies  that  are  fortunately 
minimized  in  our  market-oriented  economy.  But  it  is  a  suggestion  that  over 
the  long  run  we  need  more  conscious  realization  of  where  our  allocative  pro- 
cedures are  leading  us,  and  we  should  be  in  a  position  at  least  to  set  some  broad 
guidance  over  the  allocation,  even  if  not  to  pinpoint  the  end  result. 

Lest  this  idea  seem  at  all  novel,  I  assure  you  it  is  not  any  more  so  than  the 
whole  philosophy  under  which  special  institutions  or  devices  have  been  set  up 
to  aid  the  flow  of  funds  into  the  home  mortgage  market,  into  college  housing, 
farm  credit,  or  small  business.  If  after  setting  up  these  institutions  or  devices 
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we  find  market  forces  working  in  u  way  that  is  tending  to  put  much  more  or 
much  less  credit  than  had  been  anticipated  into  the  particular  area,  then  there 
should  be  some  way  to  take  another  look. 

One  final  item  that  I  would  like  to  touch  on  briefly  is  the  question  of  differen- 
tiating direct  Treasury  issues  from  Federal  agency  issues.  Both  are  equally 
safe  and  secure  obligations,  it  has  been  pointed  out  many  times,  and  hence  it 
is  natural  to  ask  why  there  should  be  any  rate  differential  at  all  between  the 
two.  Nor  is  it  a  wholly  satisfactory  answer  to  say  that  the  rate  difference  rep- 
resents a  difference  in  liquidity.  One  could  go  round  and  round  a  circle  pointing 
out  that  the  lesser  liquidity  reflects  the  less  developed  secondary  market,  which 
in  turn  occurs  because  there  is  not  as  broad  a  range  of  buyers  for  the  agency 
issues,  which  in  turn  reflects  relative  unfamiliarity  and  limited  liquidity  in  the 
market.  The  circle  can  be  broken,  however,  and  in  fact  is  in  continuous  process 
of  being  breached  as  the  markets  gain  more  and  more  familiarity  with  agency 
securities. 

In  the  silver  lining  department  one  can  even  find  some  good  that  came  of  the 
superhigh  interest  rates  that  prevailed  for  a  time  on  agency  issues  in  this  past 
year,  and  of  the  unusually  large  differential  that  prevailed  as  compared  with 
Treasury  securities.  Investors  who  could  shrug  off  a  difference  of  one-fourth 
percent  found  they  had  better  sit  up  and  take  notice  when  an  equally  secure 
obligation  could  be  found  to  yield  one-half  percent  or  more  above  comparable 
Treasury  issues.  Certainly  a  number  of  foreign  buj'ers  becamejinterested  in  U.S. 
agency  issues  over  the  past  year,  at  no  small  benefit  to  our  balance  of  payments. 
Other  new  buj^ers  were  found  in  the  ranks  of  corporations,  private  trust  funds, 
State  and  local  government  funds,  and  others  whose  growing  financial  sophisti- 
cation led  them  to  reappraise  these  high-quality  securities. 

The  fact  that  Treasury  trust  accounts  began  to  invest  in  agency  issues  probably 
has  worked  as  a  plus  factor,  too,  not  only  in  relieving  excessive  supplies  in  the 
private  market  but  also  in  enliancing  the  prestige  of  the  agency  securities  involved. 
And  the  fact  that  the  Federal  Reserve  is  now  empowered  to  purchase  all  agency 
securities,  under  the  temporary  interest  rate  restraint  bill  passed  and  signed  last 
September,  should  also  serve  to  raise  the  market  standing  of  agency  issues. 

By  no  means  least  important,  it  is  significant  that  dealers  in  securities  have 
carried  larger  inventories  in  agencj^  issues  this  year  than  previously,  and  they 
have  been  more  willing  to  make  close  markets  in  them.  This,  in  fact,  is  the  very 
essence  of  the  increased  liquidity  that  is  sought  for,  and  is  needed  to  bring  the 
yields  on  these  issues  closer  together  with  those  on  Treasury  securities. 

Whether  the  time  will  come  when  there  is  no  difference  at  all  in  the  liquidity 
and  interest  rate  on  agency  and  Treasury  issues  is  hard  to  say,  but  certainly  there 
is  room  for  a  further  narrowing  than  has  been  seen  to  date. 

Another  way  to  erase  the  differential,  of  course,  is  to  finance  all  the  agencies' 
credit  programs  with  direct  Treasury  issues.  I  would  be  most  reluctant  to  recom- 
mend this,  however.  It  would  mean  changing  the  entire  institutional  structure 
under  which  special  credit  programs  are  set  up,  and  would  force  under  one  budget 
roof  all  the  spending  and  lending  programs  in  which  the  Federal  Government  and 
its  agencies  are  invohed.  "Whatever  the  pure  logical  appeal  of  such  an  arrangement, 
it  seems  preferable  to  separate  out  the  credit  market  activities  of  the  Government 
and  its  agencies.  This  keeps  them  operating  on  a  business-type  basis,  and  subject 
to  the  disciplines  thereof,  while  still  gaining  the  advantage  of  the  Government's 
superlative  credit  rating.  This  is  not  to  rule  out  some  better  grouping  and  pooling 
among  the  various  credit  agencies,  but  only  questions  the  total  immersion  of  the 
credit  agencies  into  the  Federal  Government's  budget. 
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Secretary  Fowler 

Statement  requesting  temporary  increase  in  debt  ceiling  to  $336  billion  for 
fiscal  year  1967,  published  in  hearings  before  the  Committee  on  Ways  and  Means, 
House  of  Picpresentatives,  90th  Congress,  1st  session,  January  30,  1967,  pages  2-8. 

Statement  requesting  permanent  debt  ceiling  of  $36.5  billion,  modify  the  4J^ 
percent  intcicst  ceiling  by  making  maximum  maturity  on  the  notes  10  years, 
and  give  the  Treasury  authority  to  sell  up  to  $2  billion  of  longer  term  bonds  not 
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subject  to  the  4:}4  percent  ceiling,  published  in  hearings  before  the  Committee  on 
Ways  and  Means,  House  of  Representatives,  90th  Congress,  1st  session.  May  15, 
1967,  pages  2-14. 


Taxation  Developments 

Exhibit  33. — Statement  by  Secretary  Fowler,  September  12,  1966,  before  the 
House  Committee  on  Ways  and  Means,  on  H.R.  17607,  a  bill  to  suspend  the 
investment  credit  and  accelerated  depreciation 

I  appreciate  this  opportunity  to  discuss  the  program  presented  in  the  President's 
message  of  September  8,  1966,  and  to  present  the  Treasury's  views  on  the  bill 
before  you,  H.R.  17607.  I  wish  also  to  thank  the  committee  for  its  promptness 
in  holding  these  hearings.  The  situation  calls  for  action,  however  inconvenient 
the  timing. 

I  favor  the  prompt  enactment  of  H.R.  17607  suspending  some  of  the  existing 
special  tax  incentives  to  investment  during  the  next  16  months  because: 

(1)  It  will  contribute  to  a  restraint  of  inflationary  developments  that  are 
proving  disruptive  of  the  financial  markets  and  placing  excessive  strain  on  the 
capital  goods  industries. 

(2)  It  will  promote  a  more  sustainable  rate  of  balanced  economic  growth  in 
the  next  16  months  and  thereafter. 

(3)  It  will  suspend  special  fiscal  stimulants  to  investment,  and  thereby  support 
a  policy  of  monetary  restraint  without  incurring  the  burdens  and  without  running 
the  risks  of  excessively  tight  money  and  high  interest  rates. 

(4)  It  will  complement  other  measiu-es  enacted  by  the  Congress  or  pending 
before  it  and  being  undertaken  through  administrative  action  to  reduce  upward 
pressures  on  interest  rates  and  minimize  discriminatory  impact  of  tight  money 
and  high  interest  rates  on  the  housing  sector  of  the  economy. 

I.  The  legislative  proposal  in  the  perspective  of  the  overall  program 

Our  economy  and  the  financial  system  that  services  it,  increasingly  strained 
by  the  requirements  of  war  and  a  rapidly  expanding  private  sector,  are  subject 
today  to  at  least  three  clearly  discernible  demand  pressures: 

— in  the  money  and  financial  markets,  excessive  demands  for  credit  and 

monetary  restraint  together  have  created  severe  tightness  and  a  sharp 

rise   in   interest  rates,    with   highly  selective   impact   on   several  sectors 

particularly  single  family  housing; 

— in  the  market  for  capital  goods,  the  ever  mounting  flow  of  new  orders  by 

business  firms  coming  on  top  of  an  unprecedented  rate  of  outlays  for  plant 

and  equipment  is  generating  rising  prices,  rising  wage  rates  and  shortages 

of  some  skilled  labor,  and  is  augmenting  the  large  demands  for  capital  from 

banks  and  the  securities  market; 

— the  rising  rate  of  government  expenditures — Federal,  State,  and  local — 

highlighted  by  steadily  expanding  defense  and  public  works  outlays  is 

adding  steadily  to  aggregate  demand  at  a  high  rate. 

These  three  sources  of  pressure  are  interrelated  and  reinforcing.  Accelerating 

business  spending  breeds  demands  for  credit  from  banks  and  for  financing  in  the 

capital  market.  Higher  Government  spending  also  generates  credit  demands — 

by  the  Government  itself,  and  by  private  firms  which  received  Government  orders 

and  work  on  borrowed  funds  to  fill  new  contracts.  And  tight  money  itself  causes 

additional  Government  spending,  particularly  to  help  finance  areas  of  important 

economic  activity  such  as  homebuilding  from  which  the  supply  of  private  capital 

has  been  diverted. 

The  program  contained  in  the  President's  message  is  designed  to  deal  with  all 
three  pressure  points. 

This  program  is  primarily  economic  and  financial  in  its  objective  and  thrust. 
It  represents,  I  believe,  the  most  carefully  chosen  and  prudent  means,  consistent 
with  preserving  stable  economic  growth  within  the  framework  of  a  free  economy, 
to  ease  the  strain  of  the  pressures  described. 

The  spokesmen  for  the  administration  are  here  today  to  request  your  action 
on  one  legislative  proposal  recommended  in  the  program  outlined  in  the  Presi- 
dent's message,  which  is  interrelated  with  the  other  elements  of  that  program, 
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This  proposal  is  not  a  tax  reform  proposal — it  is  temporary  in  design  and 
purpose. 

It  is  not  a  revenue-raising  proposal  in  purpose  or  objective;  any  revenue  aspects 
are  only  incidental.  So  we  do  not  come  here  today  with  any  new  estimates  of 
revenues  or  expenditures  for  fiscal  1967. 

The  proposal  is  basically  an  anti-inflationary  measure  designed  to  relieve  the 
pressures,  clearly  observable  in  the  money  markets  and  capital  goods  sector,  which 
are  producing  unusual  strains,  the  highest  interest  rates  in  40  years  and  a  per- 
ceptible trend  toward  a  general  condition  of  economic  instability. 

Before  commenting  on  the  details  of  this  legislative  proposal,  let  me  relate  it 
to  the  balance  of  the  program. 

As  regards  action  to  affect  the  credit  market,  the  proposed  suspension  of 
special  incentives  to  undertake  major  programs  of  business  investment  should 
serve  to  moderate  business  needs  for  financing. 

In  addition,  the  President's  directive  to  me  to  review  all  Federal  security  sales 
and  present  them  to  the  President  for  approval  will  result  in  lessening  the  burden 
of  Federal  finance  on  the  markets.  The  President's  memorandum  to  Federal 
departments  and  agencies  of  September  9,  calling  for  careful  and  thorough  pruning 
of  Federal  lending  and  borrowing  activities,  should  reduce  aggregate  Federal 
credit  demands  on  the  private  market. 

It  has  already  been  decided  to  cancel  the  sale  of  FN  MA  participation  certifi- 
cates tentatively  scheduled  for  September,  and  to  have  no  FNMA  participation 
sale  in  the  market  for  the  rest  of  1966  unless  market  conditions  improve.  Nor  will 
there  be  any  Export-Import  Bank  sale  of  participation  certificates  in  the  market 
in  the  rest  of  this  calendar  year.  Market  sales  of  Federal  agency  securities,  mean- 
while, will  be  limited  in  the  aggregate  to  an  amomit  required  to  replace  maturing 
issues,  while  new  money,  to  the  extent  genuinely  needed,  will  be  raised  through 
sales  of  agencyfsecurities  to  Government  investment  accounts. 

I  am  submitting  for  the  record  a  copy  of  a  press  release  ^  issued  Saturday, 
September  10,  announcing  these  decisions  pursuant  to  that  portion  of  the  Presi- 
dent's message. 

Another  important  ingredient  of  the  President's  program  is  the  passage  of 
legislation  to  give  the  bank  regulatory  agencies  and  Federal  home  loan  bank 
flexible  authority  to  halt  and  hopefully  reverse  the  harmful  process  of  excessive 
interest  rate  escalation  in  the  field  of  consumer  savings.  The  favorable  House 
action  last  Thursday  on  H.R.  17255  is  an  important  step  in  this  direction. 

The  announced  program  for  reducing  Federal  expenditures  for  fiscal  1967  is 
yet  another  related  measure  to  minimize  the  drain  of  Federal  financing  on  the 
credit  market  in  addition  to  reducing  aggregate  demand.  Since  the  Director  of 
the  Budget  will  deal  with  this  subject  in  detail,  I  will  only  observe  that  the  Presi- 
dent made  clear  his  firm  determination  to  hold  down  all  lower  priority  expendi- 
tures by  means  of  deferrals,  stretching  out  the  pace  of  spending,  and  otherwise 
reducing  contracts,  new  orders  and  commitments — a  policy  and  program  with 
which  I  have  been  actively  and  affirmatively  concerned  from  the  initial  prep- 
aration of  the  January  Budget. 

I  would  like  to  relate  this  policy  and  program  of  the  President  to  hold  down 
Federal  expenditures  to  the  legislation  before  you. 

I  am  mindful  of  the  fact  that  many  members  of  this  committee,  both  majority 
and  minority,  have  expressed  their  disinclination  to  consider  any  tax  measure  for 
the  purpose  of  increasing  revenues  unless  there  have  been  firm  efforts  to  hold 
down  expenditures. 

In  my  view,  the  program  presented  to  you  today  is  consistent  with  that  posi- 
tion. First,  it  incorporates  very  specifically  in  point  (1)  of  the  President's  message 
the  expenditure  reductions  Director  Schultze  will  discuss.  Of  course,  any  final 
precise  description  of  the  amount  and  nature  of  the  spending  cuts,  beyond  the 
recitals  in  the  President's  message  and  the  Director's  statement  here  today, 
must  await  action  by  the  Congress  on  the  eight  major  appropriation  bills  pending 
before  it. 

Since  the  time  it  became  readily  apparent  to  all  that  the  appropriation  process 
of  the  Congress  was  likely  to  result  in  appropriations  substantiallj'^  in  excess  of  the 
President's  budget,  it  has  not  been  possible  to  develop  and  execute  in  complete 
detail  an  expenditure  control  program  for  the  fiscal  year  1967  mitil  final  action 
on  the  major  money  bills  is  complete.  Give  us  the  bills  and  we  will  do  the  job. 


» See  exhibit  23 
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Second,  there  is  no  inconsistency  between  the  President's  legislative  proposal 
and  the  members'  position  that  I  have  referred  to,  because  H.R.  17607  is  not 
offered  as  a  revenue  or  tax  increase  measure.  Its  purpose  is  clearly  and  simply 
to  suspend  a  stimulant  to  forces  that  are  proving  inflationary  in  the  current 
economic  situation. 

I  come  now  to  the  specifics  of  the  President's  legislative  recommendation,  as 
reflected  in  H.R.  17607,  which  would  suspend  temporarily  the  7  percent  invest- 
ment tax  credit  for  machinery  and  equipment  and  the  option  to  elect  accelerated 
depreciation  on  buildings,  for  the  period  September  1,  1966,  through  December  31. 
1967. 

As  members  of  this  committee  are  well  aware,  I  have  always  been  a  strong 
exponent  of  the  investment  credit.  When  I  appeared  before  this  committee  last 
January  in  connection  with  the  Tax  Adjustment  Act  of  1966,  I  was  specifically 
questioned  as  to  whether  consideration  had  been  given  to  repealing  the  7  percent 
investment  credit  in  developing  the  President's  1966  tax  program.  I  then  answered 
as  follows: 

"The  first  observation  I  would  want  to  make  is  that  one  of  the  great  advantages 
that  we  have  now,  and  we  will  have  in  the  period  ahead,  is  the  continued  expansion 
of  this  Nation's  productive  capacity  and  a  continued  modernization  of  existing 
capacity  and  capacity  that  may  be  added.  Therefore,  I  think  we  want  to  be  very 
chary  of  restraining  or  holding  back  the  enlargement  of  this  productive  capacity 
to  meet  growing  requirements,  whether  they  be  for  defense  or  for  civilian  use." 

When  asked  whether  I  thought  the  investment  credit  should  be  a  fixed  part  of 
the  tax  law,  I  further  commented: 

"I  think  that  in  addition  to  the  stimulation  effect,  which  was  one  of  the  con- 
siderations, there  was  another,  and  perhaps  a  more  basic  consideration,  that 
attaches  to  the  investment  credit.  From  a  long-term  structural  standpoint, 
wholly  apart  from  cyclical  considerations,  it  was  desirable  to  have  a  feature  of 
our  tax  law  which  encouraged  additions  to  productive  capacity  and  continuing 
modernization  of  industrial  capacity  in  view  of  the  problems  of  international 
competition  and  in  view  of  the  fact  that  the  existing  setup  had  been  marked  by  a 
rather,  you  might  say,  stalled  industrial  capacity.  Plant  and  equipment  expendi- 
tures had  been  pretty  well  stalled  at  a  given  level  for  a  number  of  years.  It  was 
felt  that  this  was  a  structural  condition  and  that  something  ought  to  be  done  of  a 
permanent  and  enduring  nature  that  would  encourage  the  results  that  I  think  we 
have  achieved." 

Mr.  Chau-man,  our  experience  to  date  has  justified  the  faith  I  had  in  1962  in 
the  efiicacy  of  the  investment  credit,  and  my  belief  that  it  should  become  a 
permanent  part  of  our  tax  structure.  Since  then  industrial  production  has  in- 
creased three  times  as  fast  as  in  the  previous  decade,  real  business  fixed  invest- 
ment has  increased  nearly  four  times  as  fast,  and  our  economic  growth  generally 
has  far  surpassed  its  previous  rate.  This  remarkable  achievement  is  not  due  solely 
to  the  investment  credit,  but  I  firmly  believe  the  investment  credit  has  contributed 
substantially  to  it.  Moreover,  looking  to  the  long-term  future  I  am  convinced 
that  the  encouragement  provided  to  business  by  the  ci'edit  to  modernize  and 
expand  its  use  of  capital  equipment  is  essential  to  maintaining  full  employment 
with  stable  prices,  and  to  keep  our  industry  competitive  with  foreign  goods.  The 
President  and  his  administration  fully  share  these  views. 

It  is  therefore,  as  I  am  sure  you  understand,  only  with  considerable  reluctance 
and  after  very  careful  study  that  we  have  reached  the  conclusion  that  suspension 
of  the  investment  credit  is  an  appropriate  measure  at  this  time.  I  stress  suspension 
and  not  repeal  since  the  credit  should  be  regarded,  as  President  Johnson's  message 
indicated,  as  an  essential  and  enduring  part  of  our  tax  structure. 

Not  only  do  I  regard  the  investment  credit  as  a  permanent  structural  component 
of  our  tax  system  but  also  one  that  should  be  suspended  only  in  times  of  active 
hostilities  at  least  on  a  scale  such  as  characterizes  the  present  situation.  Even 
under  such  circumstances  I  would,  as  past  attitudes  have  made  clear,  be  chary  of 
suspending  the  investment  credit  unless  the  combination  of  a  rapidly  expanding 
civilian  economy  and  increasing  and  special  defense  needs  made  this  course 
compelling.  I  would  be  opposed  to  treating  the  investment  credit  as  one  of  many 
countercyclical  devices  to  be  suspended  and  restored  with  the  normal  ups  and  downs 
in  our  economy. 

The  present  situation  is  unique  and  was  quite  unforeseeable  when  the  credit 
was  adopted  and  stress  was  put — and  properly  so — on  its  permanent  character. 
We  then  contemplated  a  peacetime  economy  and  thoughts  of  a  country  engaged 
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in  hostilities  on  the  present  scnic  were;  far  from  our  minds.  But  hostilities  can  cut 
ruthlessly  across  nuxny  plans  and  procedures  designed  to  meet  problems  of  a 
country  at  peace.  Wc;  are  deeply  committiid  to  an  extensive  military  operation  in 
kSoutheast  Asia  which  shows  no  signs  of  early  termination.  Its  effects  on  our 
economy  are  clearly  evident.  We  are  also  confronted  with  a  monetary  situation 
of  almost  unparalleled  tightness,  which  is  producing  distortions  in  our  economy 
and  the  highest  levels  of  interest  rates  in  more  than  40  years. 

Early  in  the  year  when  the  question  of  suspending  the  credit  was  raised  in  the 
Senate,  we  hoped  that  this  change  in  the  law  could  be  avoided.  In  March  the 
President  invited  to  the  White  House  more  than  100  chief  executives  of  companies 
which,  together,  are  responsible  for  making  a  large  portion  of  business  plant  and 
ecjuipment  outlays.  At  that  dinner  the  President  made  a  strong  personal  appeal  to 
those  present  to  carefully  review  their  investment  plans  with  the  objective;  of 
screening  out  and  setting  aside  for  deferral  whatever  projects  and  expenditures 
they  possibly  could.  Many  of  the  executives  did  just  that  and  wrote  letters  to 
the  President  confirming  their  plans  to  moderate  their  investment  outlays. 

Total  plant  and  equipment  outlays,  however,  continued  to  surge  upward.  The 
latest  Commerce-SEC  survey  released  to  the  public  early  last  w^eek,  based  on 
reports  from  business  in  late  July  and  August,  continued  to  forecast  a  17  percent 
rise  in  plant  and  equipment  outlays  for  this  calendar  year  just  as  it  did  last  spring. 
It  is  true  that  the  rate  of  expansion  forecast  for  the  second  half  of  1966  is  smaller 
than  the  actual  rate  for  the  first  half.  But  this  had  been  forecast  all  along.  It  is 
also  true  that  actual  increases  for  the  last  12  quarters  of  this  series  have  turned 
out  to  be  higher  than  the  forecasts.  The  real  point  is  that  the  level  of  investment 
is  simply  too  high  under  present  circumstances  and  it  is  taking  place  despite 
developments  in  financial  markets  and  sharp  increases  in  interest  rates  paid  by 
corporate  borrowers,  factors  which  some  thought  would  restrict  capital  expendi- 
tures. Undoubtedly  the  increase  would  have  been  larger  without  the  influence 
of  the  President's  appeal  for  restraint. 

It  would  be  dangerous  to  let  the  economy  proceed  on  its  present  course  without 
a  release  from  these  pressures  that  suspension  of  the  investment  credit  and  the 
companion  measure,  accelerated  depreciation  on  buildings,  will  help  accomplish 
along  with  the  remainder  of  the  program  set  forth  in  the  President's   message. 

The  unforeseeable  escalation  of  Vietnam  in  mid- 1965  gave  a  strong  upward 
thrust  to  the  demand  on  our  resources.  In  response,  the  policy  of  the  adminis- 
tration has  been  to  take  fiscal  steps  designed  to  meet  conditions  as  they  unfolded. 
This  was  exemplified  in  the  Tax  Adjustment  Act  of  1966  which  applied  the  degree 
of  restraint  that  conditions  and  prospects  at  that  time  required.  Similarly,  we 
are  now  proposing  another  appropriate  step  again  responsive  to  prevailing  con- 
ditions. In  view  of  the  uncertainties  with  which  we  still  are  confronted,  we  cannot 
offer  blueprints  for  future  programs.  The  only  prudent  course  is  to  maintain  a 
flexible,  step-by-step  approach. 

II.  Specific  background  for  the  legislative  proposal 

Our  economy  is  now  operating  close  to  the  limits  of  its  productive  powers.  It 
is  being  called  upon  not  only  to  meet  emergency  defense  requirements  associated 
with  military  operations  in  Southeast  Asia,  to  support  civilian  activities  of  Federal, 
State,  and  local  government,  and  to  produce  an  enormous  flow  of  capital  goods 
for  business.  It  is  at  the  same  time  providing  the  American  consumer  with  the 
highest  standard   of   living   the   world   has   ever   known. 

The  strain  on  our  economic  resources  is  most  acute  in  the  field  of  credit  referred 
to  above  and  in  business  investment,  where  the  high  level  of  activity  has  created 
a  substantial  excess  of  demand  over  supply,  which  will  be  augmented  by  future 
orders  wdth  consequent  additional  strain  on  money  markets. 

The  high  and  rising  levels  of  business  investment  spending  have  been  a  main 
cause  of  credit  tightening,  mounting  interest  rates,  and  diversion  of  financial — 
and  hence  real — resources  away  from  other  important  areas  of  economic  activity. 

The  resulting  process  of  interest  rate  escalation — the  bidding  up  for  a  limited 
supply  of  funds — deserve  special  comments  here,  because  the  muting  of  this 
process  is  a  major  part  of  the  President's  program  to  restore  and  maintain  stable 
financial  markets. 

For  several  years  of  business  expansion,  1961  through  1965,  credit  expanded 
with  relatively  little  change  in  interest  rates  except  in  short-term  rates.  Credit 
demands  grew,  but  the  expansion  of  savings  and  bank  credit  were  able  to  accommo- 
date this  expansion  to  the  great  benefit  of  the  economy,  which  enjoyed  rapid 
growth.  A  major  means  by  which  banks  were  able  to  participate  in  this  process  of 
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credit  expansion  was  through  amassing  very  large  gains  in  time  deposits,  essen- 
tially by  simply  bidding  for  those  deposits  and  then  making  the  funds  available 
for  loans  to  business  and  other  borrowers. 

What  had  been  from  1961  to  1965  an  orderly  process  of  credit  expansion  and 
real  economic  expansion  acquired  in  1966,  however,  some  aspects  of  an  unhealthy 
scramble  for  liquidity  and  credit,  in  which  interest  rates  have  shot  up  and  credit 
has  flowed  in  a  lopsided  fashion.  Businesses,  particularly  corporate  business, 
have  taken  a  very  large  share,  while  the  mortgage  market  has  had  to  do  with 
less.  This  result  has  emerged  because  total  credit  demands  increased  while  sup- 
plies were  being  held  back  by  a  more  restrictive  monetary  policy. 

To  meet  heavy  business  demands  for  loans,  the  banks  this  year  have  bid  up 
the  interest  rates  on  certificates  of  deposit,  and  due  to  more  restricted  credit 
availability  that  bidding  had  to  be  more  aggressive  than  before.  In  addition, 
banks  have  made  more  room  for  business  loans  by  selling  their  holdings  of  Treas- 
ury issues  or  allowing  those  holdings  to  mature  without  being  replaced  with 
other  Treasury  issues.  In  this  entire  process,  interest  rates  on  Treasury  issues 
and  other  securities  rose. 

Indicative  of  business  demands  on  the  banks,  commercial  bank  loans  to  busi- 
ness rose  at  an  annual  rate  of  22  percent  in  the  first  7  months  of  this  year,  while 
bank  loans  other  than  business  loans  rose  at  about  a  7  percent  annual  rate,  and 
bank  investments  registered  no  net  change  at  all. 

At  the  same  time,  business  borrowing  was  exerting  a  substantial  direct  impact 
in  the  capital  markets.  Net  funds  raised  through  corporate  bond  issues  in  the 
first  half  of  this  year  were  at  an  annual  rate  some  80  percent  heavier  than  the 
rate  for  all  of  1965.  Clearly,  businesses  have  had  to  rely  very  heavily  on  external 
financing  for  their  large  investment  outlays,  despite  the  substantial  growth  in 
their  internal  cash  flow.  And  just  as  clearly,  this  absorption  of  credit  by  business 
has  been  reflected  in  a  smaller  supply  of  funds  for  the  home  mortgage  market, 
and  has  begun  to  threaten  the  supply  of  funds  for  State  and  local  governments 
and  for  small  business. 

This  is  not  to  say  that  business  borrowing  has  been  the  only  source  of  pressure 
on  the  markets,  but  it  has  been  a  very  prominent  one.  Treasury  borrowing  has 
not  been  a  major  factor;  holdings  of  Treasury  debt  by  the  public  (that  is,  apart 
from  trust  account  and  Federal  Reserve  holdings)  was  $4.1  billion  lower  on  June  30, 
1966,  than  a  year  earlier.  Increased  Federal  agency  borrowings  and  partici- 
pation sales  did  exert  some  market  pressure,  which  our  new  program  is  now 
designed  to  minimize.  I  might  mention,  too,  that  much  of  the  increase  in  agency 
debt  during  the  first  half  of  this  year  reflected  borrowings  to  fill  credit  needs 
in  the  mortgage  area  that  arose  essentially  because  of  the  dearth  of  funds  for 
this  purpose  in  the  private  market. 

The  strain  on  the  credit  market  caused  by  our  high  rate  of  business  investment 
has  been  paralleled  by  strain  on  our  productive  resources  available  for  capital 
goods.  Machinery  and  equipment  producers  are  simply  unable  to  keep  their 
production  up  to  the  pace  of  their  incoming  orders.  In  every  single  one  of  the 
last  12  months  order  backlogs  for  machinery  have  grown  larger,  accumulating 
to  a  27  percent  increase  for  the  whole  period.  In  just  the  past  6  months  the  back- 
logs have  increased  15  percent.  The  backlog  of  metal  cutting  machine  tool 
orders  alone  now  equals  more  than  10  months  shipments. 

A  crucial  factor  in  limiting  the  production  of  machinery  and  equipment  is 
the  acute  shortage  of  skilled  workers.  In  the  second  quarter  of  this  year  the 
unemployment  rate  in  nonelectrical  machinery  was  down  to  1.9  percent,  and  the 
average  workweek  of  44  hours  is  now  the  longest  in  any  manufacturing  industry. 
The  BLS  reports  the  machine  tool  industry  as  having  the  tightest  manpower 
situation  in  the  country.  Apparently  a  handful  of  occupations  account  for  two- 
thirds  of  all  the  hard-to-fill  jobs.  These  are  machinists,  machine-shop  workers, 
mechanics  and  repairmen,  welders,  toolmakers  and  die  sinkers,  and  pattern 
and  model  makers. 

As  a  result  of  this  excess  demand  and  very  tight  supply  condition,  prices  of 
machinery  have  been  spurting  upward.  Electrical  machinery  prices  have  risen  at 
a  4  percent  annual  rate  so  far  this  year,  which  incidentally  is  the  reverse  of  a  long 
downward  trend  that  persisted  througli  1965.  Prices  of  metalworking  machinery 
have  risen  at  a  7  percent  annual  rate  in  the  first  7  months  of  this  j^ear.  In  the 
period  from  January  to  July,  price  increases  exceeded  a  10  percent  annual  rate 
for  a  number  of  important  groups  of  machinery  products:  metalwoi-king  presses 
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(14  percent),  precision  measuring  tools  (12  percent),  transformers  and  power 
regulators  (12  percent),  and  wiring  devices  (10  percent). 

Pressure  on  prices,  the  supply  and  wages  of  skilled  labor,  and  on  the  financial 
markets  has  also  been  generated  by  the  strong  pace  of  construction  other  than 
single  family  homebuilding.  In  the  past  12  months  commercial  and  industrial 
construction  has  averaged  12  percent  above  the  preceding  year.  This  high  level 
of  activity  has  put  upward  pressure  on  wage  and  material  costs  in  the  construction 
industry  and  contributed  to  scarcity  of  skilled  labor.  Construction  prices  have 
recently  accelerated,  and  wage  rates  of  construction  workers  have  accelerated 
even  more  so.  Moreover,  if  measures  were  to  be  taken  to  relieve  credit  stringency 
without  at  the  same  time  reducing  the  stimulus  to  construction,  continued  upsurge 
in  construction  could  well  be  the  outcome. 

In  view,  then,  of  the  current  boom  condition  in  the  market  for  capital  goods  and 
construction  other  than  homebuilding,  a  moderation  of  the  demand  in  these 
markets  will  exercise  a  stabilizing  influence  on  the  economy.  This  needed  mod- 
erating influence  can  be  accomplished  by  temporarily  suspending  the  investment 
credit  on  machinerj^  and  equipment  and  accelerated  depreciation  on  real  estate. 
The  bill  before  you  carries  out  this  proposal. 

III.  Specific  elements'of  the  legislative  proposal 

The  bill  wovild  temporarily  suspend  the  investment  credit  allowed  by  section 
38  of  the  Internal  Revenue  Code.  The  suspension  would  apply  to  (i)  property 
acquired  during  the  suspension  period,  (ii)  property  ordered  during  the  suspension 
period,  and  (iii)  property,  the  physical  construction  of  which  begins  during  the 
suspension  period.  The  suspension  period  would  begin  on  September  1,  1966,  and 
end  on  December  31,  1967. 

Machinery  and  equipment  acquired  during  the  svispension  period  pursuant  to 
a  binding  contract  made  by  the  taxpayer  prior  to  the  beginning  of  the  suspension 
period  would  not  be  affected  by  the  suspension.  Also,  property,  the  physical 
construction  of  which  commenced  prior  to  the  beginning  of  the  suspension  period, 
would  be  unaffected.  Investment  credit  carryovers  from  periods  prior  to  the 
suspension  period  may  be  utilized  during  the  suspension  period  only  to  the  extent 
that  they  would  have  been  allowed  had  there  been  no  suspension. 

The  bill  would  limit  depreciation  to  the  straight-line  method  for  real  estate 
(not  qualified  for  the  investment  credit)  acquired,  ordered,  or  whose  physical 
construction  is  begun  during  the  suspension  period.  Tlie  suspension  period  for 
this  purpose  would  be  the  same  suspension  period  used  for  the  investment  credit. 
Property  acquired  during  the  suspension  period  pursuant  to  a  binding  contract 
made  prior  to  the  beginning  of  the  suspension  period  and  property,  the  physical 
construction  of  which  commenced  prior  to  the  beginning  of  the  suspension  period, 
would  be  unaffected. 

It  is  to  be  noted  that  the  suspension  covers  orders  and  commitments  in  the 
suspension  period  and  is  not  limited  to  deliveries  or  installations  in  that  ])('riod. 
Careful  study  has  indicated  that  this  is  a  feasible  approach.  However,  I  want  to 
emphasize  that  this  docs  not  imply  any  basic  change  in  tlie  normal  operation  of 
the  investment  credit.  That  is,  the  taxpayer  will  still  be  entitled  to  take  whatever 
credit  against  tax  liability  that  is  permitted  to  him  only  after  deliver}^  or  installa- 
tion of  machinery  or  equipment  takes  place. 

The  reason  for  applying  the  suspension  to  orders  is  the  greater  scope  of  its 
economic  impact.  If  the  suspension  applied  only  to  installations,  it  would  have  no 
impact  at  all  on  orders  placed  in  the  suspension  period  where  delivery  of  the 
equipment  would  occur  after  the  termination  of  the  suspension  period.  In  these 
cases  the  demand  on  current  use  of  resources  would  not  be  relieved  at  all.  Tlu> 
activities  of  the  firms  producing  the  equipment  would  go  ahead  unabated  and 
their  flow  of  orders  would  continue  undiminish(^d. 

On  an  orders  basis,  on  the  other  hand,  suspension  would  affect  not  only  all 
items  ordered  and  delivered  in  the  suspension  period  but  also  items  ordered  for 
delivery  after  the  suspension  period.  (There  would  be  no  essential  differeiuu'  in 
treatment  of  items  ordered  on  binding  orders  prior  to  September  1,  1966,  since 
these  orders  would  be  excepted  from  the  susjiension  under  either  method.) 

IV.  Effects  of  the  legislative  proposal 

Just  as  t.h(!  enactment  of  the  investment  credit  provided  a  strong  hicentive  to 
investment,  so  its  suspension  would  sharply  reduce  the  incentive  to  invest  during 
the  suspension  period.  Moreover,  the  fact  that  the  suspension  would  be  temporary 
adds  a  reinforcing  incentive  to  defer  capital  projects  until  the  credit  is  restored. 
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For  example,  on  typical  investments  in  machinery  and  equipment  the  investment 
credit  raises  the  aftertax  rate  of  return  from  10  to  12  or  13  percent.  Thus,  when  the 
credit  is  suspended,  the  investor  is  offered  the  difference  between  earning  lU 
percent  if  he  begins  the  project  during  the  suspension  period,  compared  to  earning 
12  to  13  percent  if  he  defers  launching  the  project  until  after  the  suspension  period. 

As  a  consequence  of  this  effect  on  incentives,  the  current  demand  for  capital 
goods  should  be  significantly  moderated.  In  the  first  instance,  the  impact  should 
show  up  in  a  level  of  orders  below  what  would  have  otherwise  been  the  case.  For 
those  items  which  can  be  ordered  and  delivered  in  a  short  space  of  time — such  as 
trucks,  office  equipment,  store  fixtures,  and  air  conditioners — the  effect  of  a 
diminished  order  flow  on  investment  expenditures  and  on  activity  by  the 
producers  of  the  equipment  should  be  quite  rapid. 

When  the  order  to  delivery  period  is  longer  (1  year  or  more)  the  moderation 
in  the  order  flow  should  still  have  a  prompt  and  favorable  effect  in  relieving 
pressures  on  our  scarce  resources.  The  production  plans  and  activity  of  the 
capital  goods  producers  respond  promptly  to  a  change  in  their  order  inflow. 
Their  incentives  to  scramble  for  and  hold  on  to  skilled  labor  and  scarce  materials 
will  be  diminished  and  their  accumulation  of  inventories  of  goods  in  the  various 
stages  of  production  will  be  slowed  down.  As  a  result  the  upward  pressures  to 
prices  and  wage  rates  should  be  held  down.  Even  in  those  cases  where  abnormally 
large  order  backlogs  prevail,  any  reduction  in  the  inflow  of  new  orders  should 
have  an  influence  on  prices  before  there  is  any  effect  on  production. 

By  moderating  the  demand  for  investment  goods,  suspension  of  the  investment 
credit  will  make  a  marked  contribution  to  relieving  pressure  on  money  and 
financial  markets.  True,  suspension  of  the  credit  does  mean  some  reduction 
in  the  cash  flow  of  business  firms  putting  them  under  a  need  for  funds  to  replace 
the  loss  of  the  investment  credit  on  those  orders  which  are  not  deferred.  But 
this  will  be  more  than  offset  by  the  reduction  in  credit  requirements  resulting 
from  the  deferrals  of  orders  for  machinery  and  equipment  purchases  induced 
by  the  suspension. 

In  moderating  investment  demand  at  this  time,  suspension  of  the  credit  will 
also  help  to  improve  our  current  or  short  term  balance-of-payments  position. 
The  high  levels  of  investment  demand  have  contributed  to  a  rise  in  our  imports 
relative  to  our  exports.  Imports  of  capital  equipment  have  shown  a  large  increase 
in  the  first  half  of  1966  over  a  comparable  period  of  1965 — 44  percent — and  there 
is  evidence  that  our  exports  of  machinery  have  been  held  down  because  "U.S. 
producers  have  given  priority  to  domestic  orders.  For  example,  while  foreign 
orders  in  the  machine  tool  industry  have  run  well  above  a  year  earlier,  shipments 
are  lagging  behind  last  year  totals. 

In  part,  the  moderation  of  demand  for  capital  goods  induced  by  suspension 
will  be  reflected  in  a  reduced  output  of  capital  goods.  To  the  extent  that  this 
is  the  case,  it  implies  some  temporary  sacrifice  of  growth  of  capacity,  and  some 
slowdown  in  the  rate  of  plant  modernization  and  productivity  increases.  Indeed 
it  is  these  benefits  from  the  investment  credit  that  I  have  stressed  and  value 
highly.  Nevertheless,  I  believe  that  this  temporary  sacrifice  of  long-run  benefits 
is  in  the  present  case  more  than  balanced  by  the  immediate  benefit  of  tempering 
the  unique,  short-run  inflationary  pressures  that  now  confront  us. 

Moreover,  there  is  evidence  that  at  present  investment  is  proceeding  at  a  rate 
that  might  not  be  sustained  in  the  long  run.  Therefore,  it  is  desirable  to  slow  it 
down  now,  so  that  it  will  proceed  at  a  more  even  pace  in  the  long  run.  I  am  con- 
fident that  when  the  investment  credit  is  reinstated  there  will  follow  a  certain 
catching-up  period  of  accelerated  investment  by  business.  This  will  occur  at  a 
time  when  there  is  less  strain  in  the  economy  than  at  present,  and  the  loss  of 
capacity  due  to  suspension  of  the  credit  will  thus  only  be  temporary  and  not 
permanent. 

Suspension  of  accelerated  depreciation  on  buildings  will  temporarily  remove 
this  special  incentive  to  construction,  and  in  a  manner  parallel  to  suspension 
of  the  investment  credit,  will  offer  a  strong  inducement  to  defer  the  launching 
of  construction  projects  vmtil  after  the  suspension  has  terminated.  Thus  it  will 
contribute  to  restraining  inflationary  forces  by  reducing  the  pressure  from  this 
source  of  demand  on  money  and  credit  markets,  and  on  markets  for  skilled  labor 
and  construction  materials.  This  will  be  particularly  favorable  to  the  single-family 
homebuilding  industry — which  has  borne  the  brunt  of  the  tight  money  and  high 
interest  rates  we  have  been  experiencing.  Industrial,  commercial  and  apartment 
construction  are  closely  competitive  with  single-family  home  construction  both 
in  financing  requirements  and  use  of  labor  and  materials. 
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Conclusion 

III  conclusion,  I  should  like  to  emphasize  that  H.R.  17G07  is  an  essential  part 
of  the  President's  program  to  mute  infhitionary  pressures.  It  is  designed  to  permit 
the  Nation  to  meet  its  defense  requirements  while,  at  the  same  time,  it  continues 
the  stable  growth  and  prosperity  which  we  have  enjoyed  for  the  past  5>^  years. 
Hence,  I  strongly  urge  that  this  committee  approve  the  bill  as  promptly  as 
possible. 


Exhibit  34.— Statement  by  Secretary  Fowler,  March  20,  1967,  before  the  Senate 
Finance  Committee  on  H.R.  6950,  a  bill  to  reinstate  the  7  percent  investment 
credit  and  accelerated  depreciation 

1  welconio  this  opportunity  to  discuss  th(»  roconnncndation  for  reinstating  the 
7  percent  investment  credit  and  accelerated  depreciation  presented  in  the  Presi- 
dent's message  of  March  9,  19G7  and  to  express  the  Treasury's  views  on  the  bill 
before  you,  H.R.  6950. 

I  am  very  appreciative  of  the  promptness  with  which  you  and  the  House 
Ways  and  Means  Committee  arranged  to  hold  hearings  on  this  important  matter. 
The  Congress  is  once  again  demonstrating  its  ability  to  act  speedily  and  respon- 
sibly to  meet  the  requirements  of  sound  economic  policy. 

I  favor  the  immediate  restoration  of  the  investment  credit  and  accelerated 
depreciation.  As  members  of  this  committee  are  well  aware,  I  have  always  been 
a  strong  exponent  of  the  investment  credit.  Since  its  inception  in  1962,  the  credit 
has  unquestionably  made  a  substantial  contribution  to  promoting  high  levels  of 
investment  and  economic  growth,  and  to  the  generally  remarkable  performance 
of  our  economy  in  recent  years. 

The  investment  tax  credit  is  an  essential,  and  should  be  an  enduring  part  of  our 
tax  system. 

As  members  of  this  committee  also  know,  we  came  to  the  decision  last  September 
that  suspension  was  an  appropriate  measure  only  after  very  careful  consideration. 
I  made  clear  in  my  testimony  before  this  committee,  and  elsewhere,  that  I  re- 
garded the  suspension  bill  as  a  temporary  measure.  By  providing  for  automatic 
restoration  of  the  credit  and  accelerated  depreciation  on  January  1,  1968,  the 
legislation  itself  emphasized  its  temporary  nature.  However,  it  was  never  my 
view  that  the  January  1  date  was  in  any  way  binding  or  immutable  as  a  termina- 
tion date.  Rather,  it  was  my  full  expectation  that  the  suspension  period  would 
actually  be  terminated  whenever  economic,  or  other  conditions  made  such  action 
appropriate.  As  I  stated  before  the  House  Ways  and  Means  Committee  last 
September  in  answer  to  a  question  from  Congresswoman  Griffiths: 

"I  think  the  expression  of  the  date  [i.e.,  Jan.  1,  1968]  is  really  an  expression  of 
the  intent  and  purpose  of  both  the  President  and  the  Congress  to  renew  the 
credit  when  the  economic  circumstances  and  surroundings  are  more  propitious. 
I  don't  think  there  is  anything  magic  about  the  January  1,  1968,  date  or  the  16 
months'  period.  It  is  simply  a  planning  period." 

And  again,  as  I  stated  before  this  committee  last  October  in  response  to  a 
question  from  Senator  Williams: 

"The  administration  will  be  alert  to  any  change  in  the  situation  and  will  be 
prepared  to  recommend  terminating  the  suspension  period  before  January  1, 
1968,  if  a  change  in  circumstances  makes  that  at  all  possible,  and  I  would  hope 
that  the  Congress  would,  in  turn,  be  willing  to  entertain  such  a  recommendation." 

This  view  that  it  would  be  desirable,  indeed  obligatory,  to  reinstate  the  credit 
as  soon  as  conditions  warrant  it,  was  expressed  both  by  the  President  and  the 
Congress.  In  his  statement  upon  signing  the  investment  credit  suspension  the 
President  said: 

"If  *  *  *  j^iiy  earlier  reinstatement  would  be  appropriate,  I  shall  recommend 
prompt  legislative  action  to  accomplish  lliat  result." 

The  reports  to  the  Congress  of  both  the  House  Ways  and  Means  Committee 
and  the  Senate  Finance  Committee  stated: 

"If  military  requirements  in  Southeast  Asia  should  decrease  before  January  1, 
1968,  or  if  for  some  other  reason  it  should  become  apparent  that  suspension  of 
the  investment  credit  and  suspension  of  the  use  of  the  accelerated  depreciation 
methods  with  respect  to  buildings  are  no  longer  necessary  to  restrain  inflation, 
the  Congress  can  promptly  terminate  the  suspensions.  The  administration  has 
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also  indicated  that  it  would  recommend  terminating  the  suspension  period  before 
January  1,  1968,  under  such  conditions." 

In  brief,  then,  the  administration  as  well  as  the  Congress  fully  intended  that 
the  suspension  of  this  important  investment  incentive  should  be  terminated 
as  soon  as  it  became  apparent  that  the  conditions  giving  rise  to  the  suspension 
no  longer  prevailed. 

It  is  now  clear  that  those  conditions  necessitating  suspension  are  no  longer 
prevalent  and  the  investment  credit  should  be  restored. 

The  reason  for  the  suspension 

In  my  statement  before  you  last  October,  I  emphasized  that  the  suspension 
of  the  investment  credit  was  not  a  revenue-producing  measure.  It  was  an  eco- 
nomic measure,  with  a  limited,  well  defined  purpose:  namely,  to  relieve  the 
excessive  pressures  that  were  clearly  observable  in  the  capital  goods  market, 
which  were  compounded  of  enlarged  military  demands  superimposed  on  a  vig- 
orous expansion  of  civilian  business  investment.  In  turn,  these  pressures  were 
causing  strains  in  the  financial  and  money  markets  resulting  in  the  highest  in- 
terest rates  in  40  years,  and  depriving  the  homebuilding  industry  of  needed  credit 
availability.  The  suspension  legislation  was  not  intended  as  an  overall,  across- 
the-board,  measure  of  fiscal  restraint.  Its  focus  was  specifically  concerned  with 
curbing  the  excessive  boom  in  the  capital  goods  sector  and  alleviating  credit 
tightness.  It  was  to  do  this  by  inducing  business  firms  to  postpone  the  placing 
of  orders  for — or  starting  the  construction  of — machinery  and  equipment,  and 
commercial  and  industrial  building. 

Suspension  law  no  longer  justified 

On  the  basis  of  the  economic  evidence  that  is  available  to  us,  which  I  can 
assure  you  we  have  prudently  and  carefully  appraised,  we  can  now  affirm  that 
the  special  conditions  giving  rise  to  the  suspension  legislation  no  longer  exist, 
and  therefore  the  investment  credit  and  accelerated  depreciation  should  be 
restored. 

Here  is  some  of  this  evidence: 
In  the  market  for  capital  goods: 

— New  orders  for  machinery  and  equipment  have,  beginning  in  October, 
declined  steadily,  reaching  a  level  in  January  of  this  year  of  7  percent 
below  September  1966.  Moreover,  in  January  shipments  actually  exceeded 
orders  and  the  order  backlog  fell  for  the  first  time  since  1963. 
— The  average  rate  at  which  capacity  is  being  utilized  in  the  machinery 
industry  has  dropped  noticeably  to  a  healthier  and  more  efficient  rate. 
In  electrical  machinery,  for  example,  it  has  declined  from  97  percent  to 
91.5  percent. 
— The  shortages  of  skilled  labor  are  not  so  nearly  acute  today  as  they  were 

last  summer. 
— And,  looking  ahead,  the  recent  "Survey  of  Investment  Plans  for  1967," 
conducted  by  the  Department  of  Commerce  and  the  Securities  and  Ex- 
change Commission  shows  a  modest  increase  of  less  than  4  percent.  This 
is  within  the  growing  productive  capabilities  of  our  machinery  industries. 
It  is  in  sharp  contrast  to  the  increases  of  16  percent  and  17  percent  which 
occurred  in  196.5  and  1966. 
Thus,  while  demand  for  capital  goods  remains  at  a  high,  even  record  level, 
it  now  reflects  a  healthy  buoyancy  in  the  capital  goods  industries  and  not  the 
excessive,  threatening,  boom  conditions  that  prevailed  last  summer. 

One  important  result  of  these  developments  is  seen  in  the  area  of  our  balance 
of  payments.  During  1965  and  the  first  three  quarters  of  1966,  imports  of  capital 
equipment  jumped  by  an  average  of  13  percent  per  quarter.  In  the  fourth  quarter 
of  1966  the  rise  in  imports  of  capital  equipment  was  only  3.9  percent  and  this  in 
part  reflected  deliveries  on  orders  placed  in  earlier  quarters.  The  current  prospect 
of  a  leveling  off  of  imports,  now  that  domestic  producers  can  take  care  of  demands, 
is  excellent. 

In  the  financial  and  money  markets: 

A  dramatic  decline  in  interest  rates  from  the  highest  levels  in  40  years  has 
occurred: 

— Three-month  Treasury  bills  nvc.  down  1%  points,  from  5.60  to  4.24. 
— Ten-year  Treasury  securities  are  down  more  than  1  full  point. 
— Short-term  Federal  agency  securities  are  down  V/s  points. 
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— New  corporate  Aa  bonds  are  down  three-fourths  of  a  point. 
— New  municipal  bonds  are  down  seven-tenths  of  a  point. 

The  net  inflow  of  funds  to  savings  and  loan  institutions  is  now  proceeding  at  a 
nauch  more  healthy  rate.  In  the  4  months  ending  January,  the  inflow  was  at  an 
adjusted  annual  rate  of  $8  billion.  Last  summer  the  annual  rate  of  inflow  was  as 
little  as  $0.1  billion. 

Credit  availability  for  homebuilding  has  improved  and  mortgage  rates  have 
started  to  come  down.  In  October  the  seasonally  adjusted  annual  rate  of  private 
housing  starts  had  sunk  to  a  low  of  848  thousand  imits;  in  the  first  2  months  of 
this  year  starts  (seasonally  adjusted,  annual  rates)  averaged  nearly  1!^  million 
vmits. 

Corporate  financial  demands,  while  strong,  are  being  accommodated  in  an 
orderly  manner  and  yields  are  down. 

■ — Preliminary  estimates  suggest  that  for  the  first  quarter  of  this  year  cor- 
porate issues  are  running  below  last  year.  This  contrasts  with  the  first 
three  quarters  of  1966  when  corporate  security  offerings  were  substan- 
tially above  year  earlier  levels. 

While  the  situation  has  considerably  improved  in  our  tinancial  and  mom-y 
markets,  I  do  not  want  to  give  the  imi)ression  that  furtlier  substautial  (>nsing  is 
vuiwanted  or  unnecessary.  Far  from  it.  There  is  room  for  furtlier  declines  in 
interest  rates,  in  our  own  financial  maikets,  and  in  the  financial  markets  of  other 
countries.  Particularly,  there  is  room  for  the  recent  welcome  dechnes  in  rates  on 
short-term  Treasury  issues  to  spread  to  other  types  of  securities  and  borrowing 
rates.  I  hope  and  expect  to  see  those  declines  realized,  and  I  expect  that  credit 
will  continue  to  become  more  readily  available,  especially  for  homebuilding. 

In  the  currently  improved  financial  market  environment,  I  believe  that  resto- 
ration of  the  investment  credit  is  entirely  consistent  with  maintaining  sound  balance 
in  the  financial  markets  in  the  months  ahead,  and  it  is  consistent  with  achieving 
further  improvement  in  those  markets.  There  is  the  important  ])roviso,  however, 
that  the  Federal  Government's  own  demands  in  the  credit  markets  must  be 
ket)t  within  measured  bounds. 

In  view,  then,  of  the  moderate  and  sustainable  pace  at  which  investment  is  now 
proceeding,  and  in  view  of  the  clear  trend  toward  ease  in  our  financial  and  money 
markets,  continued  suspension  of  the  investment  credit  is  no  longer  a]:)])ropriate. 
It  is  incumbent  upon  us,  therefore,  to  restore  the  credit  to  the  normal,  long-run 
role  it  is  designed  to  fulfill  in  the  tax  structure. 

Relation  to  the  economic  outlook  and  the  surcharge 

The  termination  of  the  suspension  of  the  investment  credit,  of  course,  restores 
some  incentive  to  investment  that  was  inoperative  during  the  suspension  period. 
I  do  not,  however,  consider  that  such  action  is  being  taken  for  the  purpose  of 
stimulating  the  economy.  Rather,  I  view  it  as  simply  restoring  to  its  normal, 
functioning  role  what  is  essentially  an  integral  part  of  the  permanent  tax  structure^, 
which,  whenever  reimposed  would  have  a  stimidating  effect. 

We  are,  of  course,  undergoing  some  adjustment  downward  from  the  hectic 
pace  of  advance  that  characterized  the  economy  during  much  of  1966.  This  was 
only  to  be  expected,  and  it  was  expected  in  the  analyses  and  fiscal  program  pre- 
sented by  the  administration  earlier  this  year.  But  it  is  also  my  expectation  that  due 
to  factors  such  as  a  leveling  of  inventory  investment  at  a  sustainable  rate,  a 
rising  level  of  consumer  buying  and  recovery  in  homebuilding — reflecting  the 
basically  expansionary  impact  of  current  fiscal  and  monetary  jjolicy — the  pace 
of  activity  is  expected  to  step  up  by  the  second  half  of  1967.  Nevertheless,  we 
will  continue  our  close  watch  on  economic  developments  just  as  we  have  been 
doing  right  along. 

The  question  naturally  arises  as  to  what  bearing  the  terniinat ion  of  the  suspen- 
sion has  on  the  President's  reconmiendation  for  a  surcharge  on  corporate  and 
individual  income  taxes. 

The  answer  essentially  is  that  the  two  measures  are  quite  difi"erent  in  design 
and  purpose. 

As  I  have  already  indicated,  the  suspension  of  the  investment  crcKiit  was  not  a 
revenu(>  measure.  It  had  a  specific  and  limited  objective — to  danqjen  the  excessive 
boom  V:)eing  exjjerienced  last  year  in  the  market  for  capital  goods.  Tlie  excessive 
boom  is  over,  and  there  is  no  reason  foi'  contiiniing  the  suspension. 

The  surcharge,  on  the  other  hand,  is  an  o\erall  across-the-board  fiscal  measure 
designed  to  cope  with  the  economic  and  budgetary  situation  and  outlook  as  we 
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anticipate  it  for  the  latter  part  of  1967  and  throughout  1968,  assuming  the  imple- 
mentation of  the  President's  other  recommendations  and  the  continuation  of 
hostilities  on  their  current  scale  in  Southeast  Asia.  We  will  want  to  reduce  our 
budgetary  deficits  in  fiscal  1968  from  the  projected  levels  of  fiscal  1967  if  the 
economic  outlook  permits.  We  will  certainly  not  want  to  risk  a  resumption  of 
monetary  strains  and  a  return  to  higher  interest  rates  then  either,  and  this  will 
require  that  the  Government's  own  demands  on  the  credit  markets  be  kept  in 
bounds.  The  surcharge  will  help  achieve  these  objectives. 

Explanation  of  the  bill 

The  suspension  statute  adopted  by  Congress  last  fall  generally  denies  the 
investment  credit  for  property  ordered,  acquired,  or  placed  under  construction 
during  the  suspension  period.  Also,  the  statute  denies  use  of  the  forms  of 
accelerated  depreciation  introduced  into  the  tax  law  in  1954 — primarily,  the 
double  declining  balance  and  sum  of  the  years-digits  methods — for  real  property, 
not  qualifying  for  the  investment  credit,  if  the  construction  of  the  property  began 
during  that  period.  The  statute  defines  the  suspension  period  as  the  period  be- 
ginning on  October  10,  1966,  and  ending  on  December  31,  1967.  The  law  prescribes 
11  exceptions  from  these  general  rules,  allowing  the  investment  credit  or  accele- 
rated depreciation  to  property  ordered,  acquired,  or  constructed  during  the 
suspension  period  if  various  conditions  are  met.  It  also  permits  each  taxpayer  a 
$20,000  exemption  for  investment  credit  purposes  and  a  $50,000  exemption  for 
accelerated  depreciation  purposes. 

Section  1  of  H.R.  6950  amends  the  definition  of  the  term  "suspension  period" 
to  provide  that  the  period  terminates  on  March  9,  1967,  rather  than  December  31, 
1967.  As  a  consequence,  property  ordered,  acquired,  or  placed  under  construc- 
tion after  March  9  would  qualify  for  the  investment  credit  or  1954  code  accele- 
rated depreciation  under  the  usual  rules  governing  those  tax  benefits. 

Section  2  of  the  bill  as  passed  by  the  House  makes  two  further  changes  in  the 
suspension  statute  enacted  last  fall.  First,  for  the  original  rule  disqualifying 
property  altogether  for  the  investment  credit  or  accelerated  depreciation  if 
construction  was  begun  during  the  suspension  period,  this  section  would  substitute 
a  rule  denying  the  credit  or  accelerated  depreciation  only  for  that  portion  of  the 
basis  of  property  which  is  attributable  to  construction  during  the  suspension 
period.  For  example,  where  a  taxpayer  began  construction  of  a  building  during 
the  suspension  period  but  did  not  complete  it  during  the  period,  he  would  be 
permitted  to  elect  the  1954  code  methods  of  accelerated  depreciation  for  the 
portion  of  the  basis  of  the  building  attributable  to  construction  performed  after 
the  close  of  the  suspension  period.  Secondly — and  of  much  wider  application — 
section  2  would  delete  the  provisions  of  the  original  suspension  statute  which 
disqualified  property  for  the  investment  credit  or  accelerated  depreciation  by 
reason  of  orders  placed  during  the  suspension  period.  It  would  allow  a  full  credit 
or  accelerated  depreciation  for  all  property  delivered  after  the  suspension  period 
regardless  of  when  the  property  was  ordered. 

The  bill,  thus,  does  not  restore  the  investment  credit  on  the  terms  provided 
by  the  original  suspension  legislation.  R,ather,  it  retroactively  grants  the  credit 
to  many  taxpayers  who  would,  because  of  their  involvement  in  stipulated  ac- 
tivities during  the  suspension  period,  be  ineligible  for  the  credit  under  the  existing 
law.  This  is  not  in  accord  with  the  President's  recommendation,  which  called 
simply  for  early  termination  of  suspension  but  no  other  change  in  the  terms 
of  the  suspension  law.  In  not  following  the  President's  recommendation,  the 
bill  seems  to  me  to  cause  inequitable  treatment  of  those  taxpayers  who  did  re- 
frain from  placing  orders  or  starting  projects  during  the  suspension  period. 
They  have  lost  their  place  in  their  suppliers'  line  and  have  foregone  profits  from 
the  early  use  of  new  equipment.  I  would  prefer  a  bill  which  would  simply  carry 
out  the  President's  recommendation  restoring  the  investment  credit  on  the 
terms  provided  by  the  original  suspension  legislation. 

Conclusion 

In  conclusion,  I  believe  delay  at  this  stage  may  produce  uncertainties  that 
would  only  be  harmful  to  the  economy.  Therefore,  I  emphasize  the  need  for 
prompt  action  on  terminating  the  suspension. 
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Exhibit  35.— Letter  from  Secretary  Fowler  to  Senator  Smathers,  March  21,  1967, 
on  the  restoration  of  the  investment  credit  and  accelerated  depreciation 

Hon.  Geokge  A.  Smathers, 
U.S.  Senate,  Washingto7i,  D.C. 

Dear  Senator  Smathers:  My  purpose  in  writing  this  letter  is  to  make  quite 
clear  my  position  on  the  restoration  of  the  investment  credit  and  the  House 
bill,  H.R.  6950,  now  before  the  Senate  Finance  Committee.  I  believe  it  is  appro- 
priate for  me  to  do  so  at  this  time  in  the  light  of  the  events  and  discussion  bearing 
on  the  question  of  restoring  the  credit  which  have  occurred  since  the  President's 
recommendation  to  the  Congress  on  March  9,  1967. 

There  are  two  paramount  concerns  involved  in  the  restoration  of  the  in\{'Rt- 
ment  credit:  One  is  to  assure  restoration  of  the  investment  credit  to  its  long-run 
functioning  role  in  our  tax  structure,  now  that  suspension  has  served  its  purjjosc, 
which  the  Congress  and  the  administration  assumed  the  obligation  to  do  wlien 
enacting  the  suspension  legislation.  The  otlier  major  concern  is  to  protect  revenues 
and  the  budgetary  position  of  the  Federal  Government. 

Consistent  with  these  overriding  concerns  I,  therefore,  strongly  believe  that 
the  investment  credit  and  accelerated  depreciation  should  be  fully  restored  as 
of  March  10,  1967.  No  retroactive  change  or  modification,  however,  should  be 
made  with  respect  to  the  rules  provided  in  the  suspension  legislation  governing 
eligibility  for  the  investment  credit  for  property  ordered,  acquired  or  placed 
under  construction  during  the  period  October  10,  1966,  through  March  9,  1967. 

With  regard  to  the  provision  for  raising  the  limit  on  the  use  of  the  investment 
credit  from  the  present  25  percent  of  tax  liabilitj^  to  50  percent,  I  believe  this 
liberalizing  provision  should  not  go  into  effect  until  January  1,  1968. 

The  revenue  loss  from  this  approach  would  be  considerably  less  than  that 
involved  in  H.R.  6950.  For  the  fiscal  years  1967  and  1968  together,  the  loss 
would  amount  to  $605  million  compared  to  a  loss  of  $1.28  billion  under  H.R. 
6950.  The  difference  between  the  two  losses,  amounting  to  $675  million,  is  at- 
tributable to  two  factors:  the  granting  of  the  credit  to  property  ordered  but 
not  delivered  during  the  suspension  period,  which  accounts  for  $395  million; 
and  the  application  of  the  liberalized  ceiling  on  March  10,  1967,  rather  than 
January  1,  1968,  which  accounts  for  the  remaining  $280  million. 

An  even  greater  loss,  amounting  to  $1.53  billion  would  be  involved  in  the 
proposal,  advocated  by  some,  to  completely  roll  back  the  suspension  to  October  10. 
1966,  and  also  make  the  ceiling  liberalization  effective  on  that  date. 

As  vou  know,  the  projected  delicit  in  the  administrative  budget  for  fiscal  1967 
is  $9.7  billion  and  for  fiscal  1968  $8.1  billion,  assuming  the  enactment  of  the  6 
percent  surcharge  on  the  income  tax  of  individuals  and  corporations  proposed  by  the 
President.  For  Congress  to  carry  out  the  obligation  undertaken  at  the  time  of 
the  enactment  of  the  suspension  of  the  investment  credit,  namely,  to  restore  it 
when  economic  circumstances  make  that  appropriate,  will  add  an  additional 
$605  million  to  the  deficits  for  these  2  years  or  require  some  adjustment  upward 
in  the  proposed  surtaxes.  This  additional  cost  is  inescapable  as  a  price  we  have 
to  pay  for  restoring  the  credit  in  timely  fashion  to  its  place  as  a  part  of  our  perma- 
nent tax  structure.  However,  there  is  no  need  in  equity  or  for  any  other  reason, 
from  the  standpoint  of  the  Treasury,  for  Congress  to  change  the  rules  it  estab- 
lished for  eligibility  for  the  credit  "when  the  suspension  period  was  over  which 
are  specifically  prescribed  in  the  suspension  act  of  last  year.  Thus,  there  is  no 
need  for  any  further  revenue  loss  in  connection  with  this  legislation.  I  cannot 
stand  by  lightly  and  watch  these  budget  deficits  increased  merely  to  give  a 
windfall  to  taxpayers  who  had  no  basis  for  assuming  they  would  get  the  invest- 
ment credit  on  orders  placed  during  the  suspension  period.  Neither  do  I  think 
it  is  necessary  or  obligatory  to  make  available  the  liberalized  limit  on  the  credit 
from  25  percent  from  taxes  to  50  percent  before  January  1,  1968. 

Following  the  administration's  proposals  on  these  two  points,  as  compared 
with  the  House  bill  approach,  will  save  the  Government  $675  million  in  these 
fiscal  years  in  which  we  are  facing  these  sizabh;  deficits;  as  compared  to  a  proposal 
now  being  considered  in  the  committee  to  lift  the  suspension  back  to  October  10, 
1966,  the  date  of  the  original  enactment,  the  difference  is  nearly  $1  bilhon. 

The  course  of  fiscal  responsibihty  under  these  circumstances  is  very  clear. 
I  strongly  urge  the  committee  to  take  the  necessary  action  to  implement  the 
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upprotich  I  ha.ve  here  outlined  und  thus  minimize  (>ithi!r  the  need  to  increase 
th(>,  national  debt,  tinancH-  a  larger  delieit  l)y  going  to  the  public  markets  for 
money,   or  laying  additional   tax   hurdcjis  tinougii    llie  inconu-  tax  route. 

tSincercly  yours, 

Henky  pi.  Fowler. 


Exhibit  36.— Letter  from  Secretary  Fowler  to  Senator  Long,  April  4,  1967,  on 
proposals  to  repeal  the  Presidential  Election  Campaign  Fund  Act  of  1966 

Hon.  Russell  B.  Long, 
U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Long:  This  is  in  response  to  your  request  for  the  Treasury's 
views  on  proposals  to  repeal  the  Presidential  Election  Campaign  Fund  Act  of  1966. 

Enactment  of  the  Long  bill,  after  public  hearings  at  which  various  proposals 
were  presented,  was  the  first  tangible  step  toward  solving  the  problem  of  financing 
ever-mounting  political  campaign  costs.  Its  effect  in  forthcoming  presidential 
elections  should  be  to  alleviate  significant! j?^  problems  which  have  long  been  the 
source  of  concern  in  the  conduct  of  national  political  campaigns:  reliance  of 
political  parties  on  small  groups  of  wealthy  contributors;  and  lack  of  certainty  that 
sufficient  funds  will  be  available  to  those  parties  to  assure  the  full  and  free  public 
discussion  of  issues  necessary  for  an  informed  electorate. 

Clearly  we  should  not  discard  a  law  which  has  the  potential  of  making  a  sig- 
nificant contribution  to  our  political  process  without  giving  it  a  fair  and  reasonable 
trial. 

Indeed,  its  passage  has  already  precipitated  much  thoughtful  study  and  public 
commentary  directed  toward  improving  the  basic  approach  embodied  in  the  act. 
This  public  concern  and  awareness  have  been  beneficial. 

It  has  resulted  in  many  constructive  suggestions  which  merit  careful  considera- 
tion. For  example,  I  understand  that  you  have  already  proposed  certain  changes. 
The  Comptroller  General  and  the  advisory  committee  appointed  by  him  pursuant 
to  the  act,  are  now  studying  this  law  and  are  in  the  process  of  developing  regula- 
tions under  it. 

The  public  hearings  which  you  intend  to  hold  concerning  possible  amendments 
to  this  measure  will  provide  an  opportunity  for  the  consideration  of  constructive 
changes.  The  Treasury  will  be  pleased  to  participate  in  this  effort  and  offer 
whatever  assistance  may  be  necessary. 

Sincerely  yours, 

Henry  H.  Fowler. 


Exhibit  37.- — Remarks  by  Secretary  Fowler,  April  10,  1967,  at  the  annual  meeting 
of  the  Kentucky  Chamber  of  Commerce,  Louisville,  on  the  uses  of  tax  policy 

I  am  truly  glad  to  be  back  in  Louisville  tonight,  and  particularly  happy  to  be 
accompanied  to  your  distinguished  gathering  by  Congressman  John  Watts.  He  is 
one  of  the  most  influential  and  respected  Members  of  the  Congress,  and  I  can 
testify  that  in  his  execution  of  his  duties  as  a  member  of  the  House  Ways  and 
Means  Committee  he  is  one  of  the  most  informed  Members  of  the  House.  I  prize 
his  advice  and  I  value  his  friendship.  However,  since  he  doesn't  always  agree 
with  the  Treasury,  don't  blame  him  for  my  mistakes. 

Tonight  I  want  to  talk  to  you  from  the  viewpoint  that  you,  as  representatives 
of  private  enterprise,  and  I,  as  a  representative  of  your  Government,  share 
together  as  partners  in  the  responsibility  for  progress  in  our  Nation's  affairs — 
and  particularly  for  its  economic  progress.  One  of  the  personal  beliefs  to  which  I 
adhere  very  strongly  is  that  there  can  be  no  true  progress  in  America  unless  it  is 
based  on  a  true  partnership  between  the  National  Government  and  the  private 
sector — business,  labor,  finance,  and  agriculture. 

For  my  part,  I  feel  that  this  partnership  is  working  out  very  well  indeed.  But. 
lest  I  be  accused  of  special  pleading  to  prove  this,  let  me,  before  I  turn  to  my 
specific  subject  for  this  evening,  cite  you  some  evidence  from  two  organs  of  public 
opinion  which  are  not  always  necessarily  in  agreement  with  the  views  of  this 
administration— the  New  York  Times  and  the  Wall  Street  Journal. 

277^68—68 21 
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Tli(!  N(nv  York  Times,  in  its  Sunday  Magazine  of  March  19,  1967,  notes  that 
the  manufacturing  ca|)acity  of  the  IJnit(!d  .States  has  doubled  since  1951.  We  have 
addcid  as  inucli  in  the;  way  of  new  plant  and  nuichinci-y  in  the  hist  If)  years,  says 
the  article,  as  w(!  built  during  the  first  150  yc^ars  of  the  nation's  industrial  history. 
And  w(i  may  well  double  that  capacity,  says  The  Times — and  the  actual  output — 
again  in  another  15  to  20  years. 

The  Wall  Street  Journal,  in  a  January  .31,  1967,  article,  said,  and  I  quote: 

"In  one  sense,  there  is  an  almost  monotonous  sameness  about  the  country's 
economic  record  in  recent  years. 

"Iiusin(!ss  has  become  better  and  better  and  better.  Employment  has  gone  up 
and  up,  AuKirican  aflluence,  already  the  envy  of  foreign  lands,  has  grown  and 
grown  and  grown." 

This  is  true.  Tin;  threat  of  economic  stagnation — that  used  to  plague  our 
(iconomy  with  slow  growth  and  recurr('nt  recessions  and  cause;  our  foreign  friends 
and  etuiiiiies  to  think  that  the  Unit(;d  States  and  the  fr(;(i  enterj^rise  system  were 
losing  their  drive — is  no  more.  It  has  disappeared  in  th(!  wake  of  74  months — over 
6  years  of  dynamic  growth. 

To  give  you  a  picture  of  how  well  our  industrial  giant  is  i)rogressing,  let  me  cite 
some  familiar  economic  indexes  covering  the  reccsnt  past.  In  a  period  of  3  years 
und(!r  IV(^sident  Johnson's  administration,  civilian  employment — that  is,  new  and 
additional  ])(>rsons  at  work — has  incnsased  by  5,  i;!l{,0()0 — a  figure  whicli  nearly 
matches  the;  (unployment  gain  of  the  entire  previous  S  years.  The  additional 
numb(!rs  of  jx'rsons  at  work  in  the;  last  'A  y(!ars  exceeds  th(;  total  employment 
increase  from  195;}  to  1961.  The  unem|>loyment  rat(!  during  the  3-year  period 
decreased  by  1.9  perc(nit,  as  against  an  increase  of  1.3  percent  in  tlie  previous  8 
years.  The  real  gross  national  product,  in  195S  dollars,  increased  by  about  $97 
billion,  not  too  far  from  the  $1 13  l)iIlion  of  the  i)revious  8  years.  It  is  as  though  we 
had  aiuK'xed  the  rate  of  the  output  of  economies  of  the  present  size  of  Italy  and 
the  Netherlands  in  the  hist  3  years. 

Tlu>r(i  are  three  otlier  figures  which  are  closer  to  homo  for  you:  real  per  capita 
disi)osabl(!  inconu;,  in  constant  1958  dollars,  increased  by  $281  in  that  3-year 
period,  as  against  $218  for  the  previous  8  years.  Industrial  production  increased 
by  26  percent  in  the  3-year  p(!riod,  as  against  a  29  percent  increase  during  the 
preceding  8  years.  And  corporate  profits  after  taxes  increased  during  the  shorter 
period  by  $15.3  billion,  as  against  a  $6  billion  increase  for  the  entire  previous 
8  year  figure. 

I  think  these  illustrations  tend  to  show  that  our  partnership  in  this  country 
is  working  out  pn^tty  well. 

My  subject  tonight  is  "The  Uses  of  Tax  Policy."  And  I  am  fully  aware  that 
any  subject  d(;aling  with  taxation — particularly  when  discussed  on  a  day  which 
falls  so  close  to  April  15-   involves  some  very  tendcsr  fin^lings. 

Let  us  all  take  some  consolation,  however,  in  some  lit(l(>-known  facts:  In  the 
past  5  y(>ara,  we  havt;  had  p(!rsonal  and  corporate  income  tax  cuts  averaging 
20  percent.  In  1962  with  the  legislative  enactment  of  the  investment  tax  credit 
ancl  the  lilxsralization  of  depreciation,  new  and  powerful  incentives  for  investmenit 
were  provided.  In  1965,  over  200  separate  items  had  excise  taxes  removed  from 
them.  All  told,  this  tax  reductions  (dTcctcHl  in  that  period  will  save  taxpayers 
nearly  $23  billion  a  year  at  fiscal  1968  income  hovels. 

Largely  as  a  result  of  these  tax  reductions,  the  United  States  today  enjoys 
tlie  lowest  tax  burden  of  any  major  industrial  nation  in  tlie  world.  Again,  tliis 
is  not  my  own  figure,  but  that  of  tlm  Organization  for  Economic  Cooperation 
and  Dtn'elopiiHMit,  re{)res(;nting  the  industrialized  nations.  The  OlCCD's  esti- 
mates show  that  as  a  proportion  of  total  national  production  the  citizens  of 
France  are  paying  38.5  percent  in  taxes.  The  Germans  are  paying  34.4  p(>rcent. 
In  Italy  the  figure  is  29.6  percent.  In  Great  Britain  it  is  28.6  percent.  And,  finally, 
lowest  on  the  list,  the  United  States  pays  27.3  percent.  And  this  is  for  taxes  at 
all  levels  of  government — Fed(>ral,  State;,  and  local. 

I  fe(!l,  in  brief,  that  our  l^uleral  tax  policy  can  be  used  to  help  achieve  what 
all  of  us  want—  continued  prosperity,  price  stability,  and  growth  for  the  United 
States.  I  share  the  views  of  the  distinguished  chairman  of  the  House  Ways  and 
Means  Committee,  the  Honorable!  Will)ur  Mills,  who  defined  the  problem  very 
ably   in  a  recenit  speech,  from  which  I  quote: 

'  *  *  *  surely  we  can  all  agree  that  the  primary  or  overriding  role  of  the 
Federal  tax  system  is  to  raise  in  a  fair  and  equitable  mnnner  the  necessary  rev- 
enues without  which  government  caimot  operate.  At  the  same  time  there  also 
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is  a  widening  agreement  that  with  moderation  our  tax  system  can  also  be  used 
to  provide  economic  stability  and  growth  for  the  private  economy." 

With  this  background,  I  want  to  focus  my  remarks  tonight  on  several  areas 
in  the  use  of  Federal  tax  policy  which  are  of  immediate  and  basic  interest  to  all 
of  us.  They  are: 

First,  the  need  for  a  flexible  t;ix  jjolicy  in  dealing  with  sharp  adjustments  up 
and  down  in  the  economy  as  a  result  of  war,  rec(!Ssion  or  other  substantial  de- 
stabilizing influences,  giving  rise  to  conditions  where  resort  to  flexible  fiscal  and 
monetary  policy  is  the  alternative  to  drastic  measures  of  government  control 
or  intervention  or  suffcu'ing  severe  economic  illnesses. 

Second,  the  need  and  prospects  for  tax  reform  in  the  near  future,  and. 

Third,  the  longer  range  outlook  for  tax  rate  realignment  and  reduction  at  a 
time — whenever  it  may  be — when  we  can  look  beyond  the  demands  of  the  situ- 
ation in  Southeast  Asia. 

It  has  been  suggestt^d  in  some  quarters  that  the  fiscal,  monetary,  and  budgc^tary 
proposals  of  the  administnition  in  the  last  18  months  pres(;nt  to  the  American 
public  a  postun^  of  an  alternating  or  gyrating  economic  policy.  The  short  answer 
is  that  th(!  unusual  demands  of  th(!  war  in  Southeast  Asia,  coming  on  top  of  a 
burgeoning  economy,  gave  rise  to  the  need  for  a  flexible  use  of  fiscal  and  monetary 
policy. 

Th(!re  is  a  marked  distinction  to  be  made  betw(!en  the  present  situation  and 
our  earlier  experiences  during  World  War  II  and  Korea,  periods  when  direct 
controls—price,  wage  and  salary  controls,  priorities  and  allocation  of  materials 
and  facilities  to  restrict  civilian  demand — were  used  in  order  to  expand  production 
and  keep  the  economy  from  getting  out  of  bounds. 

It  was  my  privilege  to  participate  in  the  mobilization  programs  of  World  War  II 
and  to  be  in  charge  of  the  Defense  Production  Administration  and  the  (Jflice  of 
Defense  iVIol>ilization  in  the  latter  pa.rt  of  the  Korean  war.  I  know  from  first 
hand  experience  how  corifinnig  and  burdensome  fhe  direct  controls  can  be  to  any 
business,  and  how,  in  those  periods,  small  businesses  and  new  businesses  were 
clearly  at  a  disadvantage;. 

In  the  curnnit  situation,  d(!aling  with  Vietnam,  we  are  proceeding  generally 
within  th(!  framework  of  a  free  market  economy,  in  which  there  is  an  absence  of 
the  direct  controls  that  were  us(ul  in  the  otluir  two  experiences.  In  the  Vietnam 
situation,  we  have  dealt  with  th(!  economic  aberrations  that  are  always  a  conse- 
quence when  there  is  a  rapid  increase  in  demand  by  relying  on  a  flexible  use  of 
fiscal  and  monetary  measures  to  p(!rmit  us  to  keeij  a  free  enterprise  economy 
unmarked  by  direct  government  controls. 

I  want  to  make  it  clear  that  I  have  no  apologies  in  saying  in  September,  "Let 
us  suspend  our  investment  tax  civ.dit,"  and,  in  March,  "Let  us  put  it  back." 

This  is  i)recisely  one  of  the  (examples  of  the  use  of  fisc^al  policy  that  make  it 
possible  for  the  private  sector  of  the  economy  to  niak(!  the  necessary  adjustment 
witliout  (h-aslic  (hrect  Ciovernment  controls.  And  I  think  one  of  the  prime  accom- 
plishments during  this  ])articular  period  has  been  the  fact  that  the  adjustment  of 
this  strong  and  well-))a.huiced  economy  was  accomplished  within  the  context  of 
flexible  monetary  and  fiscal  lestraint,  and  without  the  imposition  of  price,  wage, 
and  material  controls  such  as  were  found  in  past  similar  national  emergencies. 

Indeed,  a  rapidly  changing  pattern  of  tax  policy  charactc^rized  the  other  ex- 
periences along  with  direct  controls. 

You  will  recall  that  just  before  the  Kor(;a,n  war,  Secretary  of  the  Treasury 
Snyder  i)roposed  a  reduction  in  excise  taxes  which  passed  the  House  in  a  bill  that 
would  have  reduced  excise  taxes  by  about  $1  billion.  Then  the  Korean  war  inter- 
vened, aufl  a  bill  passed  with  a  $5  billion  tax  increase,  and  instead  of  there  being 
any  reduction  of  the  excise  taxes,  they  were  maintain(Ml  and  increased. 

So,  changes  in  circumstances  quite  i)roperly  justify  changes  in  fiscal  and  mone- 
tary policj'.  Policies  cannot  be  static  in  a  world  as  rapidly  changing  as  ours.  We 
must  adapt  them  to  meet  new  problems  and  needs.  This,  I  believe,  is  what  we 
have  doiu;. 

To  illustrate  specifically  let  me  refer  briefly  to  the  Tax  Adjustment  Act  of 
19G6,  the  suspension  and  restoration  of  the  investirunit  tax  credit,  and  the  Presi- 
dent's proj)osal  for  a  temporary  6  pei'cent  surcharge  on  existing  income  taxes. 

The  accomplishments  of  the  Tax  Adjustment  Act,  since  it  was  passed  early  in 
196G,  have  been  somewhat  obscun^d  by  the  daily  shuflk!  of  headlines.  This  l(!gis- 
lation  increased  the  levenues  needed  for  the  Vietnam  war  in  196G-G7  b.y  a  total 
of  about  $f)  billion.  In  so  doing,  it  introduced  gradua,t,ed  withholding  taxes  on 
individual  taxpayers  and  shortened  the  previously  scheduled  transition  period 
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to  put  corporate  tax  payments  on  a  pay-as-you-go  basis  comparable  to  that  affect- 
ing individuals. 

The  suspension  of  the  investment  credit  last  fall  was  not  a  revenue  measure. 
It  had  a  specific  and  limited  objective — to  dampen  the  excessive  boom  in  the 
market  for  capital  goods,  with  its  inflationary  impact  leading  to  high  interest 
rates  and  damage  to  our  balance  of  payments  in  the  form  of  heavy  imports  of 
machinery.  The  excessive  boom  is  now  over  and  there  is  no  reason  for  continuing 
the  suspension.  The  President  recommended  it  be  lifted  and  the  Congress  is 
acting. 

The  6  percent  surcharge  proposal,  on  the  other  hand,  encompasses  an  overall, 
across-the-board  fiscal  measure  designed  to  cope  with  the  economic  and  budg- 
etary situation  as  we  anticipate  it  for  the  latter  part  of  1967  and  throughout 
1968,  assuming  the  implementation  of  the  President's  other  recommendations 
and  the  continuation  of  hostilities  on  their  current  scale  in  Southeast  Asia.  We 
need  to  pay  for  the  increased  cost  of  war  projected  for  the  next  fiscal  year.  We 
will  want  to  reduce  our  budgetary  deficits  in  fiscal  1968  from  the  projected  levels 
of  fiscal  1967  if  the  economic  outlook  permits.  We  will  certainly  not  want  to  risk 
a  resumption  of  the  monetary  strains  of  tight  money  and  a  return  to  higher 
interest  rates  at  that  time  and  this  will  require  that  the  Government's  own 
demands  on  the  credit  markets  be  kept  in  bounds.  The  surcharge  will  help 
achieve  these  objectives. 

I  have  tried  to  illustrate,  by  these  examples,  how  tax  policies  can  be  used  in 
times  of  substantial  adjustment  with  positive  results  for  sustaining  high  levels 
of  employment  and  without  a  resultant  damaging  inflation. 

And,  of  course,  a  flexible  tax  policy  can  be  used  to  promote  economic  stabili- 
zation when  the  economy  is  threatened  by  recession  as  well  as  by  inflation.  How- 
ever, due  to  the  fact  that  we  are  enjoying  the  seventh  year  of  a  continually 
expanding  economy,  we  have  not  had  occasion  to  use  a  "quickie"  tax  cut  for  that 
purpose. 

I  come  now  to  the  second  of  the  three  things  I  want  to  talk  about  this  evening — 
the  need  for  and  the  prospects  of  tax  reform  in  the  near  future. 

Later  this  year,  the  President's  Message  on  Tax  Reform  will  be  submitted  to 
the  Congress.  In  his  Economic  Message  to  the  Congress  for  this  year,  the  Presi- 
dent hailed  the  American  tax  system  as  one  in  which  we  can  take  pride  and  one 
which,  in  most  of  its  elements,  is  unsurpassed  by  any  other  tax  system  in  the 
world  today.  He  also  made  it  clear  that  the  system  can  be — and  should  be — 
improved. 

It  seems  clear  that  our  tax  laws,  as  they  stand  today,  impose  burdens  on  some 
of  our  citizens  which  are  clearly  unfair.  In  other  cases,  they  grant  special  pref- 
erences to  individuals  and  groups  which  are  just  as  clearly  inequitable. 

When  one  speaks  of  tax  reform,  I  suppose  it  is  inevitable  that  the  phrase 
should  call  to  mind  the  existence  of  inequities  in  a  tax  system  and  their  elimina- 
tion. Quite  apart  from  the  existence  of  such  inequities,  however,  I  like  to  think 
of  the  subject  of  tax  reform  in  a  positive  sense;  in  the  sense  that  tax  reform  should 
truly  mean  the  way  in  which  we  can  reduce  the  rates  of  tax  as  well  as  providing 
for  both  equity  and  simplicity. 

The  Revenue  Acts  of  1962  and  1964  marked  a  real  turning  point  in  tax  reform 
in  a  structural,  as  well  as  an  "economic"  sense.  The  revenue  raising  or  base 
broadening  structural  changes  which  had  come  about  as  a  result  of  all  the  revenue 
acts  passed  prior  to  the  1962  and  1964  acts — from  the  year  1940  on — totaled 
only  approximately  $600  million.  The  total  which  was  raised  bv  such  changes 
from  1953  to  1961  was  less  than  $200  million.  But  the  1962  and' 1964  acts  con- 
tained nearly  $1.7  billion  in  so-called  base  broadening  revenue  raising  changes. 
And  at  the  same  time,  they  not  only  increased  the  equity  of  the  income  tax 
system — by  eliminating  or  reducing  some  special  preferences — but  they  turned 
the  increased  revenues  back  into  rate  reductions  and  investment  incentives  for 
all.  Thus,  they  accomplished  a  good  measure  of  "economic"  tax  reform  in  addi- 
tion to  that  which  was  achieved  through  net  tax  reduction. 

Let  me  give  you  some  examples  of  structural  reforms  occasioned  by  the  1964 
act.  It  iucludod  limitations  on  tax  preferences  accruing  from  group  term  insur- 
ance, bank  loan  insurance,  sick  pay  exclusion,  casualty  loss  deduction,  utiliza- 
tion of  p(n-sonal  holding  companies,  multiple  properties  for  charging  depletion, 
and  realization  of  capital  gains  on  quick  sales  of  real  estate  in  connection  with 
excessi\e  depreciation.  It  also  eliminated  deductions  of  certain  State  and  local 
taxes  which  were  difficult  of  uniform  and  equitable  administration,  as  well  as 
the  dividend  credit  which  was  providing  a  great  advantage  for  the  large  investor. 
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Many  similar  structural  rcsfornis  could  be  cited  in  ooiiiiection  with  the  10G2  act. 

The  1962  and  1964  acts  eliminated  a  good  deal,  but  not  as  much  as  the  President 
and  the  Treasury  recommended,  of  the  special  preferences  which  led  to  an  erosion 
of  the  tax  base.  The  act  of  1964  also  represented  a  commendable  switch  from 
the  old  pattern  of  opening  even  more  loopholes  in  order  to  combat  top-heavy 
rates  on  taxable  incomes.  It  set  the  desirable  design  of  the  future — the  provision 
of  necessary  revenues  at  the  lowest  possible  tax  rates  whenever  tax  reduction 
through  base  broadening  opportunities  are  presented. 

The  act  of  1964,  however,  was  not  our  last  major  tax  reform.  In  1965,  the 
repeal  of  the  highly  discriminatory  and  unfair  system  of  selective  excise  taxes 
which  had  developed  as  emergency  measures  in  World  War  II  and  the  Korean  war 
and  even  earlier,  gave  a  substantial  added  measure  of  equity  and  simplicity  to 
to  our  tax  system. 

Indeed,  in  the  Tax  Adjustment  Act  of  1966  and  the  separate  administrative 
measures  taken  last  year  to  speed  collections,  the  inequities  of  collecting  from 
some  taxpayers  on  a  pay-as-you-go  basis  and  from  others  on  a  deferred  basis, 
were  eliminated,  and  the  tax  system  was  greatly  improved  by  the  action. 

For  us  to  get  to  the  point  at  which  such  beneficial  actions  as  these  can  be  taken, 
much  hard  work  must  be  done.  Chairman  Mills  made  this  abundantly  clear  in  a 
recent  speech  in  which  he  said,  and  I  quote,  "*  *  *  tax  reform  requires  a  vast 
amount  of  preparatory  work,  both  technical  and  in  terms  of  education  of  the 
American  people.  Many  of  the  reforms  which  were  accomplished  in  1964  actually 
represented  the  culmination  of  work  which  had  been  done  quite  some  time  before 
that  date  *  *  *  tax  reform  cannot  be  achieved  overnight." 

Let  us  look  behind  that  statement. 

At  the  Treasury  Department,  an  able  and  expert  group  of  hard-working 
people,  economists,  lawyers,  accountants,  and  other  specialists,  led  by  Assistant 
Secretary  for  Tax  Policy  Stanley  Surrey,  has  labored,  and  is  laboring,  to  help 
provide  suggestions  for  achieving  the  best  possible  system  we  need  for  the  times. 
This  team  works  together  with  a  similar  dedicated  staff  of  experts  which  operates 
under  the  direction  of  the  Joint  Committee  on  Internal  Revenue  Taxation  of  the 
Congress.  But,  in  the  final  analysis  under  our  system,  imbedded  in  the  Consti- 
tution, it  is  not  the  experts  but  the  elected  representatives  who  decide  the  shape 
and  substance  of  these  reform  proposals.  The  President  submits  his  recommenda- 
tions in  a  tax  message.  With  the  Constitution  providing  that  revenue  proposals 
originate  in  the  House,  it  is  the  function  of  the  House  Ways  and  Means  Committee, 
of  wiiich  Congressman  Watts  is  a  key  member,  to  make  the  initial  determinations 
which  are  voted  upon  by  the  entire  House,  reviewed  and  revised  by  the  Senate 
Finance  Committee  and  the  entire  Senate,  then  become  the  subject  of  a  conference 
between  ranking  members  of  the  two  committees  and  finally  i^assed  back  to  the 
President  for  his  approval  or  rejection. 

Much  remains  to  be  done  by  all  of  these  groups  and  bodies,  following  the 
traditional  processes.  For  example,  while  much  attention  has  been  devoted  to  the 
income  tax  structure,  corporate  and  individual,  and  to  the  inequities  of  the  former 
crazy-quilt  pattern  of  excise  taxation,  the  whole  realm  of  estate  and  gift  taxation 
has  not  had  any  major  legislative  review  or  overhaul  since  1942.  Rate  schedules 
and  basic  exemptions  in  the  estate  and  gift  tax  laws  have  thus  remained  unchanged 
for  25  years.  Complexities  and  inequities  in  this  important  area  have  crept  in 
through  a  long  series  of  piecemeal  changes  by  statutory  amendments  and  court 
decisions.  The  present  structure  places  a  high  premium  on  the  form  and  timing  of 
the  transfer  of  property.  A  comprehensive  reexamination  of  these  provisions  of 
the  law  to  reduce  the  complexities  of  estate  planning  and  correct  rules  which  work 
inequities  or  induce  taxpayers  to  dispose  of  their  property  in  ways  which  they 
would  not  otherwise  choose,  is  long  overdue. 

This  comment  by  no  means  implies  that  the  income  tax  structure  could  not 
still  bear  substantial  improvement.  Because  we  emerged  from  the  period  1962-64 
with  an  improved  tax  structure,  this  is  no  reason  why  we  should  call  a  halt  to 
future  steps  toward  tax  reduction  and  a  more  equitable  and  simplified  tax  structure 
which  is  more  fully  consistent  with  sustained  full  employment  and  vigorous 
growth.  Our  present  system,  however  improved  it  may  be  over  older  ones,  is  still 
capable  of  stalling  or  holding  back  our  economy  at  a  "somewhat  higher 
altitude."  It  still  tends  to  take  too  large  a  proportion  of  the  increases  we  have 
enjoyed  over  the  past  6  years  in  personal  and  business  income.  We  have  to  seek 
to  keep  the  tax  structure's  revenue  capability  from  growing  too  fast — as  the 
private  incomes  and  economic  capacity  of  the  Nation  enlarge,  as  I  know  they 
will. 


296   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

In  short,  we  must  still  go  a  far  way  if  we  are  to  rid  our  tax  structure — and  our 
income  tax  in  particular — of  its  impediments  to  an  efficient  flow  of  capital,  its 
vmlike  treatment  of  like  incomes,  and  its  excessive  burdens  on  small  incomes. 

Let  us  remember,  in  considering  the  burdens  of  people  with  small  incomes, 
that  they  represent  the  area  of  the  tax  brackets  where  the  customers  of  business 
and  agriculture  live.  The  people  with  $10,000  a  year,  and  less,  account  for  almost 
85  percent  of  all  taxable  returns.  They  are  the  people  who  will  put  a  large  part  of 
any  tax  reduction  into  the  stream  of  spending — help  create  the  healthy  demands 
upon  our  economy  which  can  call  forth  new  techniques  and  technologies,  create 
new  jobs  and  make  new  investments  profitable. 

Moreover,  we  have  become  increasingly  aware  that  tax  reform  must  be  re- 
sponsive to  changing  situations. 

Without  in  any  way  getting  into  a  discussion  of  what  the  President  might 
recommend,  but  solely  to  point  up  some  of  the  thorny  problems  inherent  in  tax 
reform,  let  me  cite  some  examples  of  inequities  and  economic  distortion  which 
arise  from  provisions  of  our  tax  laws  which,  however  justified  at  the  time  of  their 
enactment,  have  become  subject  to  certain  abuses. 

Very  often,  of  course,  there  are  good  business  reasons  for  the  creation  of  affili- 
ated corporate  groups.  But  the  good  reason  for  an  affiliated  group  docs  not  make 
sense  as  a  good  reason  for  giving  that  group  multiple  corporate  tax  exemptions. 
A  single  enterprise  is  involved.  If  it  is  divided  into  sub-groups  which  are  called 
"subsidiaries,"  rather  than  divided  into  branches  or  divisions  of  the  business, 
that  does  not  rationally  entitle  the  enterprise  to  be  the  recipient  of  a  host  of 
tax  exemptions. 

Similarly,  changing  patterns  have  occurred  with  tax  exempt  industrial  develop- 
ment bonds,  rapidly  growing  in  numbers  and  amounts,  and  being  sold,  in  effect, 
on  the  credit  of  a  private  corporation  which  has  bought  or  leased  a  facility  from  the 
issuing  local  agency.  The  rents,  or  sales  installments,  which  the  corporation  pays 
to  the  local  agency,  are  fixed  to  meet  the  issuing  agency's  interest  payments  and 
the  amortization  of  the  principal  of  the  bonds.  In  other  words,  the  corporation  is 
in  effect  borrowing  from  the  public,  but  obtaining  a  tax  exemption  for  the  interest. 
This  means  that  the  interest  rate  which  the  corporation  obtains  will  be  below  the 
market  rate  which  it  would  otherwise  have  to  pay. 

Now,  more  and  more,  this  device  is  being  used  by  corporations  which  are 
financially  strong  and  quite  capable  of  obtaining  their  funds  through  normal 
market  channels.  When  they  turn  to  the  local  issuing  agency  for  these  funds 
they — and  the  local  agency — are  getting  into  an  arrangement  which  distorts  the 
tax-exemption  privilege  and  which,  in  the  long  rim,  simply  forces  the  Federal 
tax  system  to  support  their  financing.  This  is  indeed  a  far  cry  from  the  original 
intent  of  the  exemptions— which  was  to  encourage  corporations  which  lacked 
capital  of  their  own  to  set  up  businesses  in  areas  of  high  unemployment,  generally 
in  rural  areas. 

In  another  example,  there  is  no  doubt  whatsoever  that  there  are  abuses  of  the 
tax  system  by  tax-exempt  private  foundations.  Those  foundations  which  are 
created  solely  to  keep  intact  a  family's  control  of  a  business  enterprise  are  clearly 
distorting  the  original  intent  underlying  the  tax  benefits  and  exemptions  granted 
for  charitable  contributions  and  philanthropic  organizations. 

Now,  I  repeat:  let  no  one  take  this  recital  of  these  particular  examples,  or 
others  mentioned  earlier,  as  an  outline  of  the  President's  forthcoming  tax  reform 
proposals,  upon  which  much  preparatory  work  has  been  done  on  which  there  is 
still  work  in  progress.  I  cite  them  only  as  evidence  of  the  fact  that  tax  reform,  a 
complicated  matter,  has  many  facets  that  can  be  explored. 

Despite  all  this,  during  the  last  5  years  we  have  made  a  strong  beginning  in  the 
use  of  tax  reform  as  the  means  of  achieving  what  I  feel  we  want  to  achieve — the 
things  I  have  stressed  earlier:  tax  reduction,  equity,  and  simplicity. 

We  know  that  any  tax  system,  unless  it  is  periodically  reviewed  and  reformed, 
can  become  slipshod,  can  develop  grave  defects,  such  as  those  I  have  mentioned, 
and  can  become  obsolescent  in  a  way  which  can  both  act  as  a  barrier  to  sound 
economic  growth  and  at  the  same  time  shake  popular  faith  and  morale. 

Your  Government  does  not  intend  to  let  this  happen. 

Now  here  is  the  third  item  on  my  agenda  for  this  evening's  talk:  the  longer 
range  outlook  for  tax  rate  realignment  and  reduction.  We  must  look  beyond  the 
revenue  consuming  demands  of  resisting  Communist  aggression  in  Vietnam  to 
the  time  when  instead  of  devoting  increased  revenues  to  national  security  we  can 
make  a  desirable  allocation  of  the  additional  revenues  that  flow  from  economic 
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growth  under  an  existing  tax  structure  between  tax  reduction,  reduction  of  the 
public  debt,  and  increased  Government  civilian  expenditures. 

This  prospective  decision  gives  rise  to  a  number  of  vital  economic  and  fiscal 
policy  questions  which  are  of  the  higliest  importance  in  the  decade  ahead.  How 
can  our  tax  policy  be  used,  given  a  reasonable  amount  of  peaceful  times  over 
the  years  in  our  immediate  future,  to  continue  and  strengthen  the  long,  healthy 
upward  climb  of  the  American  economy?  What  influences  can  we  expect  will 
be  brought  to  bear  upon  it  from  other  economic  sources? 

These  questions  bring  us  back  full  circle  to  the  Revenue  Act  of  1964  and  its 
immediate  aftermath  which  added  a  new,  but  little  understood  dimension  to 
the  importance  of  coordinating  tax  policy  with  other  matters — budget  expen- 
ditures, monetary  and  credit  policy,  and  debt  management. 

I  ask  you  to  look  behind  the  jargon  of  the  moment — the  talk  of  "the  new  eco- 
nomics" or  "fiscal  drag"  or  "fiscal  dividend"  or  "gap  analysis"  or  "policy  mix," 
etc.,  and  view  this  range  of  our  national  economic  decisions  as  the  late  President 
Kennedy  and  President  Johnson  have  viewed  them. 

President  Kennedy  once  observed  that  our  economic  decisions  should  involve 
not  so  much  the  clash  of  grand  ideologies  as  the  sober  and  dispassionate  treat- 
ment of  a  marvelously  productive  modern  economic  machine. 

The  fact  is  that — quite  apart  from  the  vicissitudes  of  the  moment — Vietnam 
or  no  Vietnam — tax  increases  or  tax  cuts — the  American  economy  has  reached 
a  stage  of  strength,  efficiency,  and  power  for  good,  the  maintenance  of  which 
will  depend  in  great  part,  in  the  future,  upon  the  wisdom  with  which  all  of  us 
choose  to  use  it. 

And,  I  firmly  believe,  it  is  a  very  fortunate  thing  that  this  has  come  about 
during  a  period  in  which  there  is  a  broader  acceptance  by  all  of  us — in  Govern- 
ment, in  business,  and  in  all  walks  of  life — of  the  responsibility  for  the  general 
well-being  that  each  one  of  us  bears,  individually  and  in  our  occupational  and 
economic  groups,  for  the  conduct  of  our  economic  affairs  and  in  the  expression 
of  our  political  will. 

What  will  the  future  be  like?  No  man  alive  knows  the  answer  to  that  in  any 
detail.  But  any  sensible  man  will  admit  that  there  are  three  elements  of  great 
responsibility  which  lie  ahead  of  us,  as  Americans,  in  at  least  the  next  10  years. 

They  are:  (1)  The  defense  of  freedom  and  peace.  (2)  Preserving  and  strength- 
ening the  free  enterprise  system.  (3)  Joining  with  other  nations  who  believe 
in  these  things  in  building  a  "Greater  Society  of  Nations,"  within  which  there 
will  be  opportunity  for  security  and  for  self-expression. 

For  us  to  engage  in  these  tasks  means  that  our  economy  will  have  to  operate 
close  to  its  full  capacity  for  production  and  growth.  To  achieve  this  full  produc- 
tion and  growth  will  mean  full  use  of  our  manpower,  full  use  of  our  equipment 
and  management  methods,  full  use  of  all  the  technologies  and  techniques  that 
management  and  labor  can  discover  or  invent. 

We  will  have  to  continue  to  learn  how  to  sustain  a  high  rate  of  real  economic 
growth,  cutting  down  inflation  as  it  might  appear,  and  fighting  any  deflationary 
interruptions,  with  the  tools  at  our  command.  Our  tax  policy  will  be  one  of  the 
most  powerful  of  these  tools. 

I  am  not  endorsing  any  particular  forecast  of  any  group  of  forecasters  as  the 
U.S.  goal  for  the  next  10  years.  Yet  it  is  interesting  to  note  that  three  such  fore- 
casts seem  to  point  out  requirements  and  conclusions  that  are  remarkably  alike. 

In  one  instance,  the  National  Planning  Association  report  titled  "Goals, 
Priorities,  and  Dollars,"  done  late  last  year,  concludes  that  if  we  are  to  do  what 
we  want  to  do  by  1975  we  will  need  a  gross  national  product  by  that  year  of 
over  $1  trillion  (in  1962  values) — or  more  than  half  again  as  much  as  we  have 
now. 

Second,  a  study  under  the  auspices  of  the  Life  Insurance  Association  of  America 
calculates  that  we  can  maintain  an  orderly  growth,  in  constant  dollars,  of  4}^ 
percent  from  now  until  1976,  allowing  for  an  annual  average  increase  of  about 
1  percent  in  consumer  and  wholesale  prices. 

Now,  over  the  past  6  years  we  have  averaged  an  annual  production  increase  in 
constant  dollars  of  slightly  less  than  5  percent,  while  our  economy  absorbed 
large  numbers  of  unemployed  people  and  gave  them  jobs  and  put  a  great  amount 
of  unused  production  facilities  to  work. 

And  here  is  a  third  forecast  for  our  economy  for  the  period  from  now  on:  a 
study  by  the  Joint  Economic  Committee  of  the  Congress  projecting  U.S.  economic 
growth  to  1975.  This  study  concludes  that  we  have  a  potential  for  an  economic 
growth  rate  of  between  4  and  43^  percent  per  year  between  1965  and  1975. 
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It  is  interesting  to  note  that  even  if  we  average  less  growth  over  the  next  10 
years  than  we  have  over  the  past  6,  we  would  still  be  able  to  lift  our  gross  national 
product  to  $1  trillion  in  1975,  and  still  be  dealing  in  an  American  dollar  which  is 
the  stongest  and  most  stable  unit  of  currency  in  the  world. 

Now,  I  repeat,  I  am  not  endorsing  the  conclusions  of  any  of  these  studies  as  a 
national  goal.  But  should  this  growth  be  reached,  and  I  firmly  believe  it  can  be 
reached,  it  is  likely  that  in  1975  the  average  American  family  can  enjoy  an  income, 
in  today's  dollars,  of  something  more  than  $10,000  annually  compared  to  the 
approximately  $7,000  of  last  year. 

But,  let  me  return  to  the  forecast  of  the  Joint  Economic  Committee  of  the 
Congress.  Very  wisely,  the  study  opens  with  a  sensible  warning,  and  I  quote: 

"This  higher  rate  of  growth  will  not  be  achieved  automatically,  but  will  require 
improvements  and  adjustments  in  economic  policies,  both  public  and  private,  if 
it  is  to  be  achieved  in  a  manner  that  does  not  generate  undesirable  inflationary 
byproducts." 

In  brief,  to  reach  this  level,  or  any  other  higher  standard  of  living  than  wr  have 
now,  we  must  have  priorities.  There  will  be,  given  the  increased  gross  national 
product,  an  annual  increase  in  public  revenues.  This  dividend  must  be  fed  back  in 
some  part,  and  in  some  manner,  to  sustain  the  private  sector  which  delivers  it — to 
feed  the  goose  which  lays  the  golden  eggs. 

To  this  end — the  maintenance  of  a  strong  economy  free  from  repressive  taxa- 
tion— we  will  want  to  adopt  tax  reduction,  with  emphasis  upon  rate  reduction, 
as  a  conscious  long-term  policy.  Only  in  this  way  can  we  avoid  fiscal  drag  and 
ensure  that  the  fiscal  dividend  payable  out  of  growth  can  be  reinvested  in  the 
"growth  business"  of  our  economy.  Without  this  conscious  determination,  our 
economy  can  almost  unaware  be  saddled  with  1966  tax  rate  levels  and  an  expand- 
ing public  sector,  decade  after  decade,  so  that  it  is  constantly  squeezed  by  a 
growing  tax  load  in  relation  to  a  proportionately  shrinking  private  sector  which 
must,  after  all,  pay  for  oiu*  defense,  our  consumer  needs,  and  our  public 
improvements. 

In  plainer  words,  at  some  point  in  the  future  there  lies  ahead  of  us  the  oppor- 
tunity for  tax  rate  reductions — not  today,  nor  tomorrow,  nor,  for  all  we  know,  next 
year  or  the  one  after  it.  That  depends  on  the  coming  of  peace  in  Asia.  But  the 
day  will  surely  come  when  tax  reduction  will  become  an  important  economic  step 
for  us  to  take.  We  must  be  ready  to  take  that  step  when  the  opportunity  offers. 

Already  economic  plans  for  the  post-Vietnam  period  are  being  developed  in  the 
executive  branch  pursuant  to  an  instruction  by  President  Johnson  in  his  Economic 
Message  in  January  calling  for  a  "major  and  coordinated  effort  to  review  our 
readiness."  The  first  of  six  items  on  the  agenda  was  the  request  "to  consider 
possibilities  and  priorities  for  tax  reduction." 

Now,  let  me  make  it  clear  that  tax  reduction  does  not  necessarily  mean  corre- 
sponding revenue  loss.  From  1955  to  1960  there  was  no  significant  tax  reduction, 
yet  budgetary  receipts  rose  only  $17.6  billion — an  increase  of  29  percent.  Yet  in 
fiscal  years  1961  through  1966,  with  individual  and  l)usiness  income  taxes  reduced 
on  an  average  of  some  20  ])ercent  and  most  Federal  excise  taxes  eliminated, 
receipts  increased  by  $26.9  billion,  or  35  percent. 

But  the  possibility  of  tax  reduction — at  some  point  in  our  future — is  only  one 
element  to  which  we  will  have  to  address  ourselves. 

We  must  also  seize  opportunities  to  use  the  fiscal  fruits  of  growth  to  reduce  the 
national  debt  and  its  burden  on  the  budget.  Debt  reduction,  as  well  as  debt 
management  and  monetary  policy,  has  a  role  to  play  in  holding  down  or  decreasing 
the  cost  of  carrying  the  debt,  thereby  releasing  revenues  for  tax  reduction  or 
increased  expenditures.  Moreover,  like  debt  management,  debt  reduction  can  be 
handled  in  a  manner  that  is  stimulative  to  the  private  sector.  It  need  not  be 
associated  with  a  restraint  on  the  economy. 

We  must  also  look  forward  to  increasing  our  expenditures  for  the  public  sector, 
for  all  of  the  worthwhile  humanitarian  programs  and  benefits  of  which  our  Nation 
is  capable. 

The  task  is  this:  As  our  rovenuos  grow,  along  with  our  gross  national  product, 
there  is  going  to  be  a  multitude  of  demands  for  the  extra  money.  We  must  de- 
cide calmly,  carefully,  patiently,  and  skillfidly,  where  it  is  to  go.  If  we  do 
everything  that  everybody  will  want  to  do — if  we  approjjriate  all  of  it  for  ex- 
])enditures  whicli  are  more  desirable  than  necessary — we  will  miss  the  opportunity 
for  a  better  life,  a  more  secure  and  ha]:)])y  life,  for  all  of  us  in  the  years  ahead. 
This  is  why  the  concept  of  Federal  expenditure  control  is  an  interrelated  part  of  a 
sound  tax  policy  for  growth. 
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To  make  the  most  of  our  opportunity,  we  are  going  to  need  the  virtues  of 
restraint  and  prudence,  and  we  are  going  to  luive  to  work,  with  patience  and 
understandhig,  at  complex  tasks.  When  things  are  not  going  too  well  with  oiu- 
economy — when  times  are  tougli,  to  use  the  vernacular — when  the  economy  is 
slack — the  people  who  guide  it  have  pretty  simple  choices  to  make.  There  is 
nothing  very  complicated  about  the  work  which  is  done  then.  The  job  is  to  perk 
things  up — to  get  people  to  work — to  get  the  machhie  producing  more.  But  when 
the  economic  machine  is  working  at  the  high  level  of  performance  we  can  reason- 
ably expect  over  the  future  years,  we  have  to  use  great  care  and  yet  maximum 
flexibility  in  our  approach  to  keep  that  growth  at  a  sustainable  pace — not  so  fast 
as  to  induce  inflation  and  not  so  slow  as  to  invite  stagnation  or  recession. 

The  action  of  tax  policy  toward  maintainmg  a  high  growth  rate,  high  produc- 
tivity, and  high  employment,  along  with  reasonably  stable  prices,  cannot  do  the 
job  alone.  It  must  be  reinforced  by  expenditures  and  policies  which  will  raise  the 
quality  of  our  products  and  increase  our  efficiency  in  producing  them.  I  am  referring 
to  our  need  for  increasing  the  skills  of  our  workers  through  training  programs,  and 
the  need  for  encouraging  education,  research,  and  private  teclmology. 

The  contributions  of  the  millions  of  people  in  this  country  who  are  either  un- 
employed or  underemployed  must  be  called  forth.  Their  talents  must  be  developed. 
Their  education  must  be  improved.  This  is  primarily  a  matter  of  sheer  morality; 
the  very  close  secondary  reason  is  that  we  simply  cannot  afford  to  go  without  the 
skills  they  can  supply. 

And  some  of  our  tax  revenues  must  go  toward  expenditures  for  this  purpose. 
We  must  accept  this  not  as  a  burden,  but  as  an  opportunity. 

If  there  is  one  thing  about  taxation  that  we  have  learned,  as  Americans  of  this 
generation,  it  is  that  there  is  no  such  thing  as  a  tax  policy  for  all  seasons.  Condi- 
tions and  needs  change.  Disaster  overtakes  those  who  are  callous  toward,  or 
indifferent  to,  the  signs  of  obsolescence  in  their  businesses;  so,  with  our  economy, 
we  must  keep  a  weather  eye  open  for  the  changes  of  the  times  and  gear  our  tax 
system  to  fit  them. 

I  can  assure  you  here  tonight  that  we  will  maintain  a  vigilant  survey  of  economic 
developments  in  order  to  determine  what  tax  actions  are  necessary.  They  will  be 
prudently  and  carefuUy  appraised  and  brought  to  the  attention  of  the  Congress 
to  permit  it  the  proper  time  for  thorough  evaluation  and  debate. 

And  as  for  the  responsiveness  of  the  Congress  to  changing  economic  conditions, 
and  its  ability  to  act  responsibly,  the  Joint  Economic  Committee  Report  says: 

"Congress  has  the  ability  to  act  rapidly  on  tax  matters  and  has  demonstrated 
this  ability  on  many  past  occasions." 

Such  responsible  actions  have  time  and  again  been  demonstrated,  most  recently 
by  the  speedy  consideration  in  both  chambers  of  President  Johnson's  request  for 
the  restoration  of  the  investment  tax  credit  on  machinery  and  equipment  purchases 
and  the  accelerated  depreciation  allowances  for  new  buildings. 

A  tax  structure  is  like  an  investment  portfolio.  It  is  not  something  which  we  can 
acquire,  and  then  stow  away  in  a  safe  and  forget.  It  needs  watching  and  revismg. 

The  task  of  alert  siu"veiUance  over  our  tax  system,  of  using  it  as  one  of  a  series  of 
measures  to  tend  to  that  marvelous,  productive  machine — the  American  econ- 
omy— is  one  that  every  responsible  group,  like  your  own,  and  every  thoughful 
citizen,  must  share  with  the  Government,  in  partnership,  if  we  are  to  obtain  the 
best  results,  the  full  promise,  of  the  American  economy  in  the  decades  ahead. 


Exhibit  38. — Statement  by  Assistant  Secretary  Surrey,  March  1,  1967,  before 
the  House  Committee  on  Ways  and  Means,  on  title  V  of  H.R.  5710,  relating 
to  the  tax  treatment  of  the  elderly 

I  appreciate  this  opportunity  to  present  the  details  of  the  President's  recom- 
mendations for  improving  the  income  tax  treatment  of  the  elderly  which  he 
included  in  his  Message  on  Older  Americans. 

Congress  has  been  mindful  of  the  financial  problems  associated  with  old  age 
and  has  created  far-reaching  direct  programs,  such  as  the  social  secinity  and 
medicare  systems,  aimed  at  their  solution. 

Another  significant  form  of  assistance  to  the  elderly  has  been  provided  by 
special  income  tax  benefits  to  those  over  the  age  of  65.  This  tax  program  costs 
the  Federal  Government  approximately  $2.3  billion  a  year  in  tax  revenues. 
Yet  it  has  been  developed  in  a  piecemeal  fashion  over  the  years — part  admin- 
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istratively,  part  by  committees  other  than  this  one — without  ever  having  been 
subject  to  an  overall  review  by  this  committee  and  by  Congress  to  assure  that 
the  system  is  achieving  its  objective  in  an  equitable  and  uniform  manner.  When 
viewed  comprehensively,  it  seems  clear  that  the  present  system  of  tax  benefits 
for  the  elderly  is  not  directed  where  the  benefits  would  be  most  effective  in  solving 
the  financial  problems  of  this  group.  The  present  system  is  subject  to  criticism 
on  many  grounds: 

It  grants  more  relief  to  those  who  have  retirement  income — pensions, 
dividends,  interest,  rents — than  to  those  who  continue  working  past  the 
age  of  65  and  whose  income,  therefore,  is  in  the  form  of  wages  and  salaries. 

It  is  of  substantially  more  value  to  those  elderly  with  higher  incomes  than 
than  it  is  to  those  in  the  lower  income  brackets. 

It  is  exceedingly  complex. 

Recognizing  that  special  tax  provisions  for  the  elderly  are  based  upon  the 
special  financial  needs  associated  with  old  age,  the  task  then  becomes  one  of 
directing  the  tax  relief — in  a  simple,  fair,  and  uniform  manner — to  those  who 
are  in  the  most  need  of  it. 

It  is  to  this  goal  that  the  President's  proposals  I  am  discussing  with  you  today 
are  directed. 

These  proposals  wiU  not  change  the  aggregate  revenue  cost  of  the  benefits 
available  to  the  elderly.  Rather,  they  represent  a  restructuring  of  the  system 
within  the  present  revenue  cost.  This  would  be  accomplished  by  replacing  the 
present  complex  and  discriminatory  provisions  with  a  fiat  exemption — $2,300  for 
single  persons  and  $4,000  for  married  couples — available  to  all  lower  income  and 
middle  income  elderly  alike. 

There  are  about  20  million  persons  over  the  age  of  65. 

Of  these,  about  4  million  pay  income  tax  or  join  in  the  filing  of  a  return  on  which 
income  tax  is  paid. 

The  President's  proposals  will  not  change  the  tax-free  status  of  almost  16 
million  elderly  who  now  pay  no  tax.  Of  the  remaining  group  of  elderly,  about  2.8 
million  will  have  tax  reductions.  Thus,  for  the  great  majority  of  the  elderly — 
over  18.5  million  persons,  more  than  92  percent  of  the  total — the  President's 
recommendations  will  not  change  their  position  of  being  free  of  income  tax 
burdens,  or  they  will  result  in  a  tax  reduction. 

The  tax  liabilities  for  the  remaining  group  of  individuals  will  be  increased  and 
thereby  brought  more  in  line  with  those  of  taxpayers  under  age  65  with  similar 
amounts  of  income. 

For  all  of  the  elderly,  the  new  system  would  be  simple  and  straightforward. 

Present  law 

The  details  and  explanation  of  the  tax  benefits  available  to  the  elderly  under 
present  law  are  these: 

1.  An  extra  $600  personal  exemption  and  a  related  $100  minimum  standard 
deduction  are  allowed  to  each  person  65  or  over. — This  provision  is  obviously  of 
increasing  benefit  to  higher  bracket  taxpayers.  This  extra  exemption  reduces  the 
taxes  of  those  in  the  highest  bracket  by  $420  but  is  worth  only  $98  to  a  taxpayer 
in  the  lowest  bracket. 

2.  Social  security  and  railroad  retirement  benefits  are  excluded  from  income  tax. — 
The  exclusion  from  the  tax  base  of  these  items  also  is  of  most  benefit  to  those  in 
the  higher  tax  brackets.  A  top  bracket  taxpayer  receiving  $1,000  a  year  from 
social  security  retirement  payments  enjoys  $700  of  tax  relief  by  reason  of  the 
exclusion,  while  one  in  the  lowest  brackets  may  benefit  by  only  $145  from  the 
same  exclusion. 

There  is  no  sound  tax  principle  that  supports  a  complete  exclusion  for  social 
security  and  railroad  retirement  benefits.  These  benefits  are  essentially  in  the 
nature  of  retirement  income  benefits  and  are  comparable  to  those  paid  from  a 
private  retirement  plan.  The  exclusion  of  social  security  retirement  benefits  is 
a  tax  anachronism  granted  administratively  in  the  days  when  benefits  were  low, 
and  the  social  security  system  was  in  its  infancy  and  viewed  as  a  "welfare" 
program.  The  exclusion  of  railroad  retirement  benefits  was  granted  by  a  difl'erent 
committee  to  create  parity  of  treatment  with  social  security.  To  continue  these 
exclusions  as  benefits  grow  will  accentuate  (1)  the  greater  tax  benefits  given 
to  the  wealthy  and  (2)  the  arbitrary  differences  in  tax  treatment  of  elderly  in- 
dividuals with  the  same  total  incomes  which  now  result  from  taxing  various 
kinds  of  income  differently. 
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As  I  have  already  indicated,  the  major  purpose  of  the  President's  proposal 
is  to  replace  these  exclusions — as  well  as  the  other  complicated  special  tax  benefits 
now  available  to  the  elderly- — with  a  flat  special  exemption  available  to  all  lower 
and  middle  income  elderly  alike.  Under  the  proposal,  however,  no  elderly  person 
whose  income  consists  only  of  social  security  or  railroad  retirement  benefits 
wovild  become  taxable — either  on  the  basis  of  the  present  levels  of  these  benefits 
or  those  which  have  been  proposed  by  the  President.  Furthermore,  on  an  overall 
basis,  the  proposal  leaves  90  percent  of  the  present  social  security  recipients 
untaxed,  and  reduces  taxes  for  an  additional  5  percent  on  the  basis  of  present 
levels  of  social  security. 

3.  A  retirement  income  credit  is  allowed. — This  complex  provision  grants  a 
maximum  credit  against  income  tax  equal  to  15  percent  of  an  individual's  first 
$1,524  of  eligible  retirement  income  and  15  percent  of  the  first  $2,286  for  a  mar- 
ried couple  where  only  one  spouse  qualifies.  The  sole  justification  advanced  for 
the  retirement  income  credit  is  that  it  provides  tax  benefits  to  individuals  re- 
ceiving pension  or  investment  income— but  little  or  no  social  security  benefits — 
somewhat  comparable  to  the  exclusion  for  social  security. 

This  credit,  however,  discriminates  most  unfairly  against  those  who  con  tin  vie 
working  after  reaching  age  65.  This  arises  because  wage  income  is  not  eligible 
for  the  retirement  income  credit  and,  in  addition,  wage  income  reduces  the 
amount  of  that  credit  available  for  investment  and  pension  income.  Consequently, 
an  individual  over  65  whose  entire  income  consists  of  dividends,  interest,  and 
private  pension  benefits,  can  under  present  law  receive  an  unlimited  amount  of 
this  income  and  still  qualify  for  the  retirement  income  credit.  If  single,  he  does 
not  start  paying  tax  until  his  income  exceeds  roughly  $3,100.  On  the  other  hand, 
for  a  single  person  up  to  age  72  who  is  forced  to  supplement  a  small  pension  by 
working  after  retirement,  the  maximum  allowable  retirement  income  credit 
begins  to  diminish  as  his  wages  exceed  $1,200  and  is  completely  eliminated 
if  he  earns  as  little  as  $3,000.  He  would  start  paying  taxes  at  $1,600  if  his  income 
consisted  solely  of  his  wages. 

This  difference  is  vmwarranted.  The  elderly  person  who  by  economic  cir- 
cumstances is  required,  or  who  out  of  a  desire  to  be  active  and  productive  chooses, 
to  continue  working  should  not  have  withheld  from  him  the  tax  relief  available 
to  one  living  on  dividends  and  interest  or  a  substantial  pension. 

Furthermore,  the  retirement  income  credit  is  one  of  the  most  complex  provi- 
sions of  the  Internal  Revenue  Code  which  is  applicable  to  a  broad  range  of  indi- 
vidual taxpayers.  Its  detailed  and  complicated  rules  require  an  entire  page  on 
the  tax  return.  Experience  indicates  that  it  is  so  complicated  that  many  of  the 
elderly  do  not  understand  it  and  therefore  lose  the  benefits  to  which  they  are 
entitled. 

This  present  complex,  confusing,  and  discriminatory  system — which  is  far 
more  favorable  to  the  retirement  income  of  the  elderly  than  to  their  wages  and 
salaries — is  not  a  rational  structure.  This  structure  of  taxing  the  elderly  seems 
to  have  been  dictated  by  a  chain  of  events  rather  than  by  a  considered  judgment 
of  this  committee  or  the  Congress.  As  I  previously  mentioned,  the  exclusion  for 
social  security  benefits  was  established  by  administrative  ruling  while  the_  rail- 
road retirement  benefit  treatment  was  acted  upon  by  a  different  committee. 
The  retirement  income  credit  has  generally  been  discussed  only  in  the  narrow 
context  of  attempting  to  equate  the  tax  treatment  of  other  forms  of  retirement 
income  with  that  already  granted  to  social  security  benefits. 

The  President's  proposal 

The  proposed  revision  of  the  income  tax  treatment  of  the  elderly  would  elim- 
inate these  unfair  and  complex  features  of  existing  law  and  would  provide,  instead, 
a  relatively  simple  and  uniform  method  of  giving  tax  relief  to  all  elderly  taxpayers 
in  relation  to  their  need.  The  exclusions  for  social  security  and  railroad  retirement 
benefits,  the  retirement  income  credit,  and  the  extra  $600  personal  exemption 
and  $100  minimum  standard  deduction — the  entire  present  structure — would  be 
replaced  by  a  uniform  special  exemption. 

Persons  who  have  attained  the  age  of  65. — The  proposal  would  allow  a  special 
exemption  of  $2,300  to  all  single  taxpayers  who  have  attained  the  age  of  65  and  a 
special  exemption  of  $4,000  to  a  married  couple  where  both  are  over  the  age  of 
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65.1  In  the  case  of  a  married  couple  where  one  is  over  65  and  one  is  under  65, 
the  allowable  exemption  would  be  $2,300.  These  taxpayers  would,  of  course,  still 
retain  the  personal  exemption  of  $600  and  the  minimum  standard  deduction, 
applicable  to  all  taxpayers. 

These  special  exemptions  would  be  reduced  doUar-for-doUar  for  the  amount  of 
income — -including  social  security  and  railroad  retirement  benefits — received 
during  the  taxable  year  in  excess  of  $5,600  in  the  case  of  a  single  individual  and 
$11,200  ip  the  case  of  a  married  couple.  However,  in  order  to  reflect  the  retiree's 
own  contributions  to  the  social  security  or  basic  railroad  retirement  system,  the 
amount  of  his  special  exemption  would,  in  no  case,  be  reduced  below  an  amount 
equal  to  one-third  of  the  amount  of  these  benefits  included  in  his  income  for  tax 
purposes.  For  a  taxpayer  without  social  security  or  railroad  retirement  benefits, 
the  special  exemption  would  phase  out  at  the  income  level  of  $7,900  for  a  single 
person  and  $15,200  for  a  married  couple. 

Additional  particulars  under  the  proposal  are: 

(1)  Only  those  social  security  and  railroad  benefits  which  are  paid  as  retirement 
benefits  would  no  longer  be  excluded.  Thus,  disability  benefits,  lump-sum  death 
benefits,  and  children's  benefits  would  remain  excludable  from  income.  The 
exclusion  for  these  benefits  essentially  parallels  the  tax  treatment  of  similar 
payments  made  under  a  private  arrangement. 

(2)  The  provision  which,  under  certain  conditions,  permits  a  taxpayer  to  claim 
an  exemption  for  an  elderly  parent  he  is  supporting  would  be  revised  to  allow  the 
parent  to  receive  up  to  $1,200 — rather  than  the  present  $600 — of  gross  income 
before  the  exemption  is  disallowed.  This  change  would  reflect  the  fact  that  by 
virtue  of  being  included  in  income,  social  security  and  railroad  retirement  benefits 
would  be  included  for  the  first  time  in  applying  the  income  test. 

(3)  The  minimum  income  limits  for  filing  a  return  in  the  case  of  individuals 
over  age  65  would  be  raised  from  $1,200  to  $2,800 ^  to  reflect  the  higher  income 
levels  at  which  individuals  would  be  completely  exempt  from  tax  under  the 
proposal.  For  married  couples,  the  $2,800  would  be  in  terms  of  their  combined 
income  in  recognition  that  their  joint  income  is  considered  in  applying  the  phase- 
out  rules  for  the  new  special  exemption. 

Persons  undei-  the  age  of  65.- — ^ Under  existing  law,  persons  under  age  65  need 
not  include  their  social  security  or  railroad  retirement  benefits  in  income  and,  in 
addition,  those  individuals  receiving  a  pension  under  a  public  retirement  system 
are  eligible  for  the  retirement  income  credit.  In  keeping  with  the  recommenda- 
tions for  those  over  age  65,  the  proposal  would  eliminate  these  preferences.  It 
would  substitute  instead,  for  the  individuals  involved,  a  special  deduction  equal 
to  the  lesser  of  (1)  the  actual  amount  of  such  benefits  received  or  (2)  $1,600.^ 
The  $1,600  limitation  on  the  amount  of  the  deduction  would  be  reduced  dollar- 
for-doUar  to  the  extent  that  income  received  exceeds  $5,600  in  the  case  of  a  single 
taxpayer  or  $11,200  in  the  case  of  a  married  taxpayer,  but  not  below  an  amoimt 
equal  to  one-third  of  any  social  security  or  railroad  retirement  benefits  included 
in  income. 

Effect  of  the  proposal 

The  proposed  revision  of  the  tax  treatment  of  all  elderly  and  retired  persons 
represents  a  balanced  revenue  program  of  tax  simplification  and  reform. 

Eliminating  the  retirement  income  credit  while  at  the  same  time  extending 
comparable  benefits  to  individuals  in  the  lower  and  middle  income  groups' — 
regardless  of  the  nature  of  their  income — will: 

— Vastly  simplify  the  tax  computation  for  most  individuals  receiving  retire- 
ment income. 
— Eliminate  the  existing  discrimination  against  those  who  continue  working 
after  age  65. 

'  The  $2,300  special  exemption  Is  numerically  equivalent  to  the  present  maximum  primary  social  security 
benefit  ($1,600  rounded)  and  the  extra  $600  personal  exemption  and  its  related  $100  minimum  standard 
deduction.  To  arrive  at  the  $4,000  married  couple's  exemption,  there  is  added  $800  rcprespntiiifc  the  wife's 
social  security  benefit  and  $700  representing  her  extra  $600  personal  exemption  and  related  $100  minimum 
standard  deduction,  with  the  total  rounded  to  $4,000. 

2  The  figure  $2,800  represents  the  value  of  the  new  special  exemption  ($2,000),  the  $600  personal  exemption, 
and  a  $20io  standard  deduction  available  to  a  married  taxpayer  filing  a  separate  return.  It  represents  the 
smallest  possible  dollar  combination  (on  a  rounded  basis)  of  these  benefits  in  the  case  of  any  taxpayer.  Due 
to  a  drafting  error,  the  bill  erroneously  reflects  the  new  filing  level  as  $2,000  ratlier  than  $2,800. 

'  The  $1,600  deduction  ceiling  is  numerically  equivalent  to  the  present  exclusion  for  the  maximum  primary 
social  security  benefit  ($1,600  rounded)  and  is  more  than  aderiuate  to  reflect  the  value  of  the  retirement 
income  credit  (15  percent  of  the  first  $1,524  of  retirement  income).  It  represents  the  same  value  assigned  to 
these  benefits  in  constructing  the  special  exemption  for  persons  over  the  age  of  65. 
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TliL'  loss  ill  tax  revciiucs  which  will  result  from  extending  the  uniform  special 
exemption  to  all  lower  and  middle  income  persons  over  age  65  without  regard 
to  the  source  of  their  income  will  be  balanced  by  removing  the  benefits  of  this 
special  exemption  from  those  individuals  whose  income  levels  demonstrate  that 
old  age  has  not  created  financial  hardship. 

Under  the  proposal,  all  single  persons  with  incomes — from  all  sources  including 
social  security  and  railroad  retirement  benefits — of  $3,222  i  or  less  would  be 
exempt  from  income  tax.  All  married  couples,  where  both  are  65  or  over,  with 
incomes  of  $5,777  ^  or  less  would  be  exempt.  These  results  obtain  regardless  of 
source  of  income — wages,  pensions,  social  security  or  railroad  retirement  benefits, 
or  investment  income.  This  will  mean  that  almost  a  half  million  older  persons  of 
the  4.2  million  persons  now  taxable  will  be  completely  relieved  of  any  income  tax 
liability. 

Of  the  elderly  persons  above  these  income  levels,  neai"ly  all  single  persons  over 
age  65  with  incomes  up  to  $5,800,  and  nearly  all  married  couples  where  both  are 
over  65  with  incomes  up  to  $11,600,  will  obtain  tax  reductions.  In  addition,  many 
elderly  single  persons  with  incomes  over  this  level  and  up  to  $7,300,  and  many 
elderly  married  couples  with  incomes  up  to  $14,000,  will  also  receive  tax  reductions 
depending  on  the  composition  of  their  income.  In  total,  of  the  elderly  above  the 
new  fully  exempt  level  nearly  2.3  million  would  have  their  income  taxes  reduced  in 
varying  amounts  depending  on  the  nature  of  their  income  and  its  consequent 
treatment  under  present  law. 

The  remaining  1.4  million  older  taxpayers  will  have  their  taxes  increased. 
They  will  lose  the  special  tax  benefits  now  available  to  them  since  they  have 
no  demonstrable  need  for  special  tax  relief.  Of  course  for  many  of  these  the 
increased  social  security  benefits  proposed  by  the  President  will  completely  or 
materially  offset  the  tax  increase. 

Since  railroad  retirement  benefit  levels  are  considerably  higher  than  the  social 
security  levels,  the  present  tax  benefits  extended  to  railroad  retirees  through 
the  exclusion  of  their  benefits  from  income  tax  are  likewise  greater  than  for 
elderly  persons  receiving  social  security  or  other  forms  of  retirement  income. 
For  this  reason,  the  income  levels  at  which  railroad  retirees  will  be  unaffected 
or  will  receive  tax  reductions  or  will  have  tax  increases  under  the  proposal  are 
somewhat  lower  than  in  the  case  of  other  elderly  persons.  The  effect  of  the  pro- 
posal is  thus  to  place  these  railroad  retirees  in  the  same  tax  position  as  social 
security  recipients  or  other  elderly  with  the  same  total  income.  As  stated  earlier, 
the  proposal  leaves  completely  free  of  tax  those  persons  receiving  only  railroad 
retirement  benefits. 

Of  the  14.5  million  aged  persons  receiving  social  security  benefits,  90  percent 
would  not  pay  any  tax  under  the  President's  proposals  so  that  their  social  secu- 
rity benefits  will,  in  fact,  remain  nontaxable,  assuming  the  present  level  of  benefits. 
Another  5  percent  of  the  recipients  presently  taxable  because  of  other  income 
would  have  their  taxes  reduced.  For  this  group  also  the  effect  of  the  proposal 
will  be  to  continue  the  exemption  for  their  social  security  benefits.  If  there  is 
an  increase  in  social  security  benefits  of  the  nature  recommended  by  the  Presi- 
dent, tax  increases  will  be  realized  by  only  an  additional  1.5  percent  of  the  social 
security  recipients^ — about  200,000  persons.  Moreover,  as  stated  earlier,  no 
elderly  person  receiving  only  social  security  benefits,  either  at  present  or  under 
the  President's  program,  will  be  subject  to  tax. 

In  summary,  the  President's  proposal  has  been  carefully  designed  to  correct 
three  major  problems  that  presently  exist  under  our  tax  treatment  of  the  elderly: 
The  proposal  will  simplify  the  tax  return  and  tax  filing  problems  of  all 
older  people. 

It  will  end  the  unfair  and  serious  discrimination  against  those  older  per- 
sons who,  by  force  of  circumstances  or  desire,  continue  working  after  age  65. 
Finally,  it  will  insure  that  the  benefits  extended  through  our  tax  system 
to  the  elderly- — -which  will  remain  at  their  present  $2.3  billion  level — will 
go  to  those  who,  because  old  age  has  imposed  particular  financial  problems, 
need  tax  relief  the  most. 


1  This  reflects  the  special  exemption  of  $2,300;  a  personal  exemption  of  $600,  and  the  10  percent  standard 
deduction  of  $322  on  $3,222  of  income. 

2  This  reflects  the  special  exemption  of  $4,000,  two  personal  $600  exemptions,  and  a  10  percent  standard 
deduction  of  $577  on  $5,777  of  income. 
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Exhibit  39. — Remarks  by  Assistant  Secretary  Surrey,  March  9,  1967,  before 
the  Tax  Executives  Institute  Midyear  Conference,  Washington,  D.C.,  on 
current  developments  in  the  U.S.  treatment  of  international  tax  matters 

I  appreciate  this  opportunity  to  give  you  a  survey  of  devclopmeuts  relating 
to  international  tax  matters.  I  shall  be  talking  about  significant  changes  taking 
place  as  a  result  of  continuing  efforts  to  provide  the  proper  framework  for  the 
tax  treatment  of  transactions  that  cross  our  borders.  The  Treasury  welcomes 
your  comments,  which  will,  I  can  assure  you,  be  closely  studied. 

We  may  start  with  the  legislative  changes.  Last  year  saw  the  enactment  of 
the  Foreign  Investors  Tax  Act,  the  first  comprehensive  revision  of  our  tax  treat- 
ment of  foreign  investors.  It  accomplished  the  purpose  sought:  a  more  rational 
tax  structiu'e  for  foreigners  with  U.S.  income  that  would  be  consistent  with 
international  standards,  reflect  a  proper  balance  of  tax  treatment  for  our  own 
citizens,  and  eliminate  irrational  and  unwarranted  barriers  to  foreign  investment 
in  the  United  States. 

The  act  was  drawn  up  carefully  to  achieve  its  objectives  without  offering 
improper  tax  incentives  to  attract  investment  here  that  would  have  led  to  match- 
ing or  even  greater  incentives  by  other  countries,  in  a  fruitless  scramble  for 
investment  dollars.  Nor  does  the  act  seek  to  claim  an  undue  share  for  the  United 
States  out  of  the  income  generated  by  international  investment — a  claim  that 
not  only  could  have  placed  obstacles  in  the  way  of  our  obtaining  a  proper  part 
of  that  investment  but  also  could  have  led  to  excessive  demands  by  other 
countries  regarding  the  earnings  from  our  investments  overseas. 

This  act  broke  new  tax  ground  in  several  of  its  approaches.  It  met  the  problem 
of  how  unilaterally  to  rationalize  our  structure  for  taxing  foreigners — without 
thereby  losing  our  bargaining  power  to  obtain  through  tax  treaties  proper 
treatment  for  our  citizens  who  invest  or  trade  abroad — by  delegating  authority 
to  the  President  to  withdraw  our  unilateral  concessions  if  he  found  our  rules 
were  not  being  reciprocated.  This  preservation  of  bargaining  power  was  also 
strengthened  by  giving  the  President  authority  to  raise  income  tax  on  foreigners 
to  the  extent  and  in  the  way  necessary  to  combat  any  discriminatory  action  by 
foreign  countries  against  our  taxpayers. 

Next,  as  insurance  that  the  liberality,  in  contrast  to  prior  law,  of  some  of  the 
new  rules  applicable  to  foreigners,  especially  the  estate  tax  rate  reductions  and 
the  confinement  of  our  income  tax  to  the  withholding  rates,  would  not  lead  to 
tax-motivated  expatriation  by  our  citizens,  the  act  applies  for  10  years  the  rates 
applicable  to  our  citizens  to  the  U.S.  property  and  income  of  such  persons. 

The  act  dealt  with  the  increasing  tendency  of  foreigners  to  take  advantage 
of  the  mechanistic  and  precise  formulation  of  our  rules  regarding  the  source  of 
income — and  hence  the  scope  of  our  asserted  jurisdiction  to  tax  foreigners— by 
developing  arrangements  that  avoided  U.S.  tax  on  certain  business  activities 
conducted  by  them  in  the  United  States,  and  thus  in  some  cases  utilizing  the 
United  States  as  a  tax  haven.  The  solution  devised  is  that  of  increasing  the 
jurisdictional  scope  of  our  income  tax  to  reach  certain  described  income  that  is 
"effectively  connected"  with  such  business  activities,  again  carefully  described, 
in  the  United  States.  This  step  ])laces  our  jurisdictional  rules — and  thus  our 
ability  to  assert  a  proper  claim  for  our  share  of  tax  in  these  situations — on  a 
parity  with  those  of  most  other  countries,  which  had  long  used  similar  rules. 

There  are,  however,  some  doctrinal  hazards  in  the  act  as  it  emerged  from  the 
Congress.  The  extension  of  the  jurisdictional  scope  of  our  tax  system  to  reach 
these  business  activities,  through  the  concept  of  "effectively  connected,"  left  our 
traditional  source  rules  unchanged.  Other  countries  bring  such  income  within 
their  tax  jurisdiction  by  treating  it  as  having  its  source  within  their  country. 
As  a  consequence,  we  use  more  structural  building  blocks  than  these  countries 
do  in  applying  their  tax  to  these  types  of  income.  On  tlie  other  hand,  our  approach 
lends  itself  more  easily  to  our  allowance  of  a  foreign  tax  credit  against  our  tax  on 
this  income. 

In  addition,  the  jurisdictional  test  of  "effectively  connected"  in  these  cases 
vmfortunately  uses  terminology  similar  to  that  applied  to  meet  a  different  situa- 
tion— that  of  whether  certain  investment  income,  whose  source  is  traditionally 
regarded  as  being  from  within  the  United  States,  is  so  related  ("effectively 
connected")  to  a  trade  or  business  in  the  United  States  so  as  to  be  taxed  along 
with  the  income  of  that  trade  or  business  rather  than  being  taxed  separately 
under  the  rules  relating  to  investment  income.  But  hopefully   regulations  and 
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commentators  will  be  able  to  allay  any  confusion  that  might  result  from  these 
doctrinal  hazards.  These  regulations  are  now  in  process. 

The  other  important  legislation  involves  the  interest  equalization  tax  and  the 
bill  just  reported  by  the  House  Ways  and  Means  Committee.  The  purpose  of  the 
interest  equalization  tax  is  to  insert  a  tax  wedge  in  the  international  transactions 
by  which  foreigners  borrow  or  otherwise  obtain  our  capital  that  compensates  for 
the  dififerential  between  our  lower  interest  rates  and  the  higher  rates  that  are 
charged  abroad.  This  is  done  so  that  the  amount  of  our  capital  that  goes  abroad 
will  not  be  materially  increased  as  the  result  of  our  policy  to  maintain  lower 
interest  rates  for  our  domestic  economy.  This  purpose  of  the  interest  equalization 
tax  must  be  achieved  in  a  world  where  interest  rates  in  various  countries  are  to  a 
large  degree  the  reflection  of  a  variety  of  domestic  fiscal  and  monetary  policies 
constantly  changing  in  response  to  a  variety  of  economic  conditions. 

The  monetary  powers  of  modern  governments  are  exercised  in  a  highly  flexible 
fashion.  Consequently,  a  tax  wedge  whose  amount  is  rigidly  fixed  will  not  always 
be  able  to  perform  its  task — the  wedge  may  at  different  times  be  too  little  or  too 
large.  The  task  is  to  achieve  a  mechanism  that  permits  the  wedge  to  expand  or 
contract  as  the  differential  itself  varies  in  response  to  monetary  policies  here  and 
abroad.  Only  in  this  way  can  we  permit  our  monetary  policy  to  perform  its 
important  tasks  without  undue  distortion  by  balance-of -payments  considerations. 
In  response  to  this  objective,  the  new  legislation  as  reported  by  the  Ways  and 
Means  Committee  gives  the  President  authority  to  vary  the  rates  of  lET  tax  so 
that  their  effect  on  international  interest  differentials  can  vary  from  1  percentage 
point  to  1]4  points,  rather  than  remain  at  a  fixed  rate. 

When  we  turn  to  administrative  activity,  developments  largely  relate  to  a 
number  of  regulations  and  rulings  which  are  now  being  brought  to  a  final  conclu- 
sion. Most  important  here  are  the  regulations  relating  to  sections  482  and  861 
of  the  code,  involving  allocations  of  income  and  expenditures  in  international 
transactions.  A  large  number  of  helpful  comments  have  been  received  and  we  are 
in  the  process  of  reviewing  them. 

These  regulations  clearly  plow  new  tax  ground  in  the  attempt  to  formalize  the 
rules  of  allocation  that  should  govern  the  relationships  between  taxpayers  and  the 
U.S.  Government  and  between  the  U.S.  Government  and  foreign  governments. 
We  believe  that  one  of  the  major  advantages  derived  by  taxpayers  and  the 
Government  from  publication  of  the  guidelines  in  these  regulations  will  be  the 
element  of  certainty  injected  into  the  application  of  these  provisions  of  the  statute. 

We  realize  that  in  the  past  the  statute  has  not  always  been  applied  consistently, 
especially  in  the  foreign  area.  This  inconsistency  of  approach  was,  of  course,  the 
reason  for  granting  the  relief  found  in  Revenue  Procedure  64-54.  This  aspect  can 
be  even  more  significant  in  situations  where  there  are  delays  in  completion  of  U.S. 
tax  audits,  as  a  result  of  which  section  482  issues  may  be  decided  years  after  the 
events  to  which  they  relate  took  place  and  have  an  impact  on  transactions  in  all 
of  the  intervening  years  which  remain  open.  One  of  the  major  purposes  of  the 
regulations  is  to  give  taxpayers  the  opportunity  to  plan  their  affairs  in  such  a  way 
as  to  reduce  substantially  the  risk  of  adjustment  on  audit  and  the  consequent 
long-term  uncertainty  on  the  finality  of  their  overseas  transactions. 

The  regulations  thus  mark  the  closing  of  one  chapter  of  tax  administration, 
characterized  by  taxpayer  arrangements  made  and  IRS  agent  scrutiny  conducted 
without  the  discipline  of  guidelines,  and  the  opening  of  a  new  chapter  involving 
that  discipline  through  an  integrated  set  of  guidelines.  But  we  are  hopeful  that  the 
regulations  will  also  mark  the  path  to  further  developments  in  this  field.  We 
believe  they  will  add  impetus  to  the  growing  efforts  of  management  to  obtain 
objective  methods  of  measuring  the  achievements  and  progress  of  the  various 
components  of  our  larger  international  enterprises. 

It  is  the  fate — and  responsibility — and  opportunity — of  tax  measures  and 
regulations  to  give  a  formal  structure  to  many  of  the  somewhat  formless  and  more 
loosely  conceived  rules  that  guide  business  interrelationships.  But  once  manage- 
ment and  their  advisors  see  their  working  rules  of  thumb  captured  in  a  formal 
structure  and  set  down  with  greater  sharpness  and  particularity,  they  are  gen- 
erally induced  to  focus  more  intently  on  those  rules,  and  their  objectives.  This 
result  is  all  to  the  good,  for  it  can  only  lead  to  progress  in  developing  our  tools 
and  processes  for  the  task  of  measuring  profits  and  performance,  a  task  that 
is  of  vital  importance  to  modern  business. 

Equally,  we  are  hopeful  that  this  effort  on  the  part  of  the  United  States  will 
cause  other  countries  to  look  with  similar  care  at  their  own  rules  in  this  area. 
To  move  this  process  along,  we  are  proceeding  within  the  OECD  Fiscal  Com- 
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mittee  both  to  explain  our  rules  and  then  to  ask  other  governments  questions 
of  this  nature:  Will  yovi  allow  as  deductions  the  payments  which  the  marketing 
or  manufacturing  subsidiaries  in  your  jurisdiction  would  need  to  make  to  its 
United  States  parent  under  our  rules?  Would  you  be  satisfied  to  obtain  payments 
from  marketing  or  manvifacturing  subsidiaries  in  our  country  to  your  parent 
companies  in  accordance  with  these  rules?  Where  we  are  both  agreed  on  the 
operative  rule — say  an  arm's  length  sales  price  or  a  charge  of  services  at  cost — 
but  may  initially  reach  variant  results  on  applying  the  rule  to  the  facts  of  a 
particular  case,  how  will  we  harmonize  our  approaches?  In  this  fashion  we  can 
achieve  the  coordination  among  governments  necessary  for  fair  international 
treatment  of  taxpayers. 

Closely  tied  in  with  these  efforts  is  the  study  we  are  making  of  the  competent 
authority  procedure.  Modern  tax  treaties — and  tax  treaties  under  modern  con- 
ditions— place  increasing  reliance  on  an  efficient  and  informed  working  of  this 
procedure.  These  treaties,  like  any  tax  statute,  require  an  alert  and  effective 
administration  and  the  competent  authority  procedure  is  the  administrative 
agency  for  our  tax  treaties.  Here  also  we  are  combining  a  study  of  our  own  effec- 
tiveness with  efforts  in  the  OECD  Fiscal  Committee  to  consider  these  same 
issues  on  the  international  level. 

More  closely  related  to  our  domestic  tax  rules  is  the  proposed  revenue  pro- 
cedure on  the  operative  effects  of  section  367.  The  published  proposal  has  brought 
forth  many  helpful  comments  which  are  now  being  studied.  Work  is  also  pro- 
ceeding in  a  companion  area,  that  of  the  application  of  section  351  to  transfers 
of  know-how  to  foreign  subsidiaries.  We  recognize  the  existing  dissatisfaction 
with  the  present  rules  and  are  seeking  an  appropriate  solution. 

Let  me  now  turn  to  our  international  tax  treaties.  We  will  shortly  sign  the  revision 
of  our  income  tax  treaty  with  France.  This  is  far  more  than  a  simple  revision, 
and  really  represents  a  whole  new  treaty.  It  is  our  first  negotiation  with  a  country 
desirous  of  staying  as  closely  as  possible  to  the  OECD  model  draft  in  structure 
and  terminology.  As  is  to  be  expected,  active  negotiation  around  a  model  develops 
a  number  of  probing  questions  with  respect  to  the  model  that  were  not  surfaced 
in  its  formulation.  The  French  negotiation  has  resulted  in  an  adaptation  of  that 
model  in  its  technical  aspects  to  a  concrete  treaty  between  two  countries  with 
tax  structures  that  differ  in  a  number  of  ways.  In  large  part  the  French  treaty 
should  prove  to  be  a  model  we  can  use  in  negotiations  with  other  countries  that 
lean  strongly  to  the  OECD  draft. 

Two  events  last  year  marked  our  tax  relations  with  the  South  American  coun- 
tries. We  negotiated  an  interim  treaty  with  Trinidad  and  Tobago  as  a  step  toward 
the  complete  revision  that  was  initiated  as  a  consequence  of  changes  in  their 
domestic  tax  system.  Honduras  terminated  its  treaty  with  the  United  States. 
This  was  the  first  treaty  that  had  been  negotiated  with  a  less-developed  coimtry — 
in  1956 — and  its  termination  grew  out  of  its  inadequacies.  While  we  are  quite 
desirous  of  negotiating  a  new  treaty,  we  are  also  conscious  of  the  need  to  have 
our  treaties  with  Latin  American  countries  develop  along  a  common  basic  pattern. 

We  hope  that  this  year  we  will  be  able  to  make  substantial  progress  toward 
starting  a  tax  treaty  network  with  the  Latin  American  countries.  We  have  been 
engaged  for  some  time  in  negotiations  with  Brazil  and  are  encouraged  by  their 
progress.  We  are  also  currently  negotiating  a  tax  treaty  with  Jamaica.  The  cur- 
rent treaty  with  that  country  is  an  extension  of  the  former  United  Kingdom 
treaty.  As  stated  above,  negotiations  with  Trinidad  and  Tobago  are  also  sched- 
uled for  this  year.  We  are  also  hopeful  other  Latin  American  countries  will  be 
entering  into  discussions  with  us  to  explore  the  feasibility  of  negotiations. 

There  is  great  awareness  in  Latin  America  of  the  desirability  of  tax  treaties — 
an  awareness  which  we  share  in  this  country  and  an  interest  which  is  matched 
in  many  industrialized  countries  seeking  increased  trade  and  investment  with 
that  area. 

These  tax  treaties  can  play  a  most  useful  role  in  the  economic  development  and 
integration  of  that  area.  Moreover,  treaties  by  liatin  American  countries  with 
ind\istrialized  countries  of  other  continents  will  in  turn  facilitate  tlie  negotiation 
of  a  network  of  treaties  anu)ng  th(>  Latin  American  countries  themselves.  Such  a 
network-  long  ago  accomplislicd  within  the  Enro])ean  economy — is  one  of  the 
ste]:)s  needed  to  achic^ve  a  coniinon  Latin  American  market  and  a  harmonization 
of  their  tax  stru(^tures. 

Our  steps  to  modernize  a,n(i  ('Xi>a,n(i  our  treaties  with  the  industrialized  world 
and  to  extend  our  tax  treaty  relationships  to  the.  k^ss-develo])ed  world  must  be 
matched  l)y  steps  to  coordinate  the  many  new  treaties  that  have  resulted  and  are 
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in  progress.  One  aspect  of  the  latter  task  is  to  proceed,  as  far  as  the  realities  of  the 
negotiating  process  permit,  with  basic  models — principally  one  for  industrialized 
covmtries,  with  some  variations  depending  on  the  attraction  possessed  by  the 
OECD  model  in  some  of  its  aspects,  and  one  for  less  developed  countries. 

The  realities  of  negotiation  often  produce  certain  differences  in  language  and 
structure.  However,  these  differences  frequently  are  not  intended  also  to  produce 
changes  in  substance.  As  a  consequence,  we  believe  that  coordination  depends 
finally  on  developing  a  master  set  of  treaty  regulations  that  will  delineate  both 
the  substantive  rules  that  are  common  to  the  various  treaties  and  the  variations 
in  those  rules.  In  this  way  we  would  identify  those  cases  where  changes  in 
terminology  are  intended  to  have  substantive  significance.  In  addition,  we  can 
also  coordinate  the  interpretation  of  those  new  statutory  rules  introduced  last 
year  which  embody  similar  concepts.  We  have  made  considerable  progress  in 
developing  this  approach  to  treaty  regulations  and  arc  hopeful  our  goal  can  be 
achieved. 

We  are  also  preparing  for  activity  in  the  estate  tax  treaty  area  now  that  the 
OECD  has  finished  its  formulation  of  a  draft  model  for  these  treaties.  There  is 
considerable  interest  in  a  number  of  countries  in  estate  tax  treaties  and  we  share 
that  interest.  We  would  be  aided  by  your  examination  of  the  OECD  model,  and 
we  invite  vour  comments. 


Exhibit  40. — Remarks  by  Assistant  Secretary  Surrey,  April  29,  1967,  before  the 
Federal  Tax  Institute  of  New  England,  Boston,  on  current  developments  in 
tax  policy 

The  topic  of  "Current  Developments  in  Tax  Policy"  is  best  approached  by 
placing  present  tax  policies  in  the  broader  perspective  of  recent  history  and 
future  prospects.  In  this  way  we  can  see  how  our  current  tax  policies  fit  into  a 
longer  range  program  and  a  way  of  thinking  about  the  uses  of  tax  policy.  For  it 
is  the  attitude  regarding  the  uses  of  tax  policy  that  marks  the  main  theme  of 
tax  policy  in  the  present  and  preceding  administration. 

The  main  economic  goal  of  these  two  administrations  has  been  the  high  level 
utilization  of  our  real  resources  within  a  framework  of  reasonable  price  stability — 
that  is, to  achieve  a  growth  in  real  gross  national  product  that  matches  our  poten- 
tial, with  unemployment  pushed  to  as  low  a  level  as  we  can  through  appropriate 
fiscal  and  monetary  policies,  supplemented  by  special  training  and  related  pro- 
grams. Also,  it  has  been  an  important  aim  to  maintain  an  appropriate  balance-of- 
payments  position,  so  that  accomplishment  of  our  domestic  objectives  will  not 
be  hindered  by[international  financial  concerns. 

The  consistent  theme  of  tax  policy  through  seven  j^ears  has  been  to  use  tax 
policy  in  an  affirmative  manner  to  achieve  this  economic  goal.  It  will  be  the  con- 
sistent theme  in  the  years  ahead.  The  manner  in  which  tax  policy  is  so  used — 
the  substantive  programs  which  reflect  this  use — has  changed  and  necessarily  will 
constantly  change,  as  the  economic  conditions  in  which  the  goal  is  being  pursued 
themselves  change.  For  the  goal  is  never  won  forever — there  is  no  permanent 
trophy  to  be  carried  home  for  success  in  1  year  or  3  years.  Instead  the  coming  of 
each  new  year  relentlessly  challenges  us  to  seek  continued  advancement  toward 
our  goal.  We  are  involved  in  a  perpetual  obstacle  race,  with  new  obstacles  con- 
stantly being  introduced  and  old  obstacles  rearranged  to  appear  different.  Insights 
once  obtained  must  constantly  be  reexamined  and  new  insights  sought  if  we  are 
successfully  to  negotiate  each  new  set  of  obstacles. 

In  the  first  years  of  this  decade  the  main  obstacles  to  be  overcome  were  a 
growth  rate  lagging  far  behind  our  potential,  a  discouraging  pattern  of  recessions 
followed  by  recoveries  that  quickly  faltered  into  new  recessions,  and  a  consequent 
high  unemployment  rate.  Tax  policy  in  this  setting  was  aimed  at  spurring  invest- 
ment, thereby  generating  a  higher  productive  capacity  and  more  jobs.  The 
substantive  tax  program  involved  the  adoption  of  an  investment  credit  to  correct 
a  tax  structure  imbalance  that  appeared  to  hamper  our  obtaining  the  needed 
investment  level.  This  credit  was  supplemented  by  administrative  measures 
removing  restrictive  factors  in  the  application  of  tax  depreciation  rules. 

These  1962  measures  were  then  followed  by  the  massive  tax  reduction  of  the 
1964  act,  designed  to  produce  a  strong  consumer  demand  and  the  markets  needed 
to  encourage  our  producers  to  push  their  investment  plans.  The   reduction  in 
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tax  rates  also  acted  to  improve  incentives  to  invest  by  strengthening  the  rate 
of  return   and   cash   flows. 

This  1964  tax  reduction  was  the  first  to  recognize  the  power  of  our  tax  structure 
to  generate  such  a  strong  revenue  intake  in  periods  of  rising  economic  activity 
that  the  intake  soon  exerted  a  drag  on  that  very  activity  and  made  continuous 
forward  progress  impossible.  The  1964  tax  reduction  also  freed  us  from  the  shackles 
of  a  rigid  budget  balance  posture  and  enabled  fiscal  policy  to  provide  a  response 
that  would  reflect  economic  conditions  rather  than  mathematically  suit  a  figure 
resulting  from  the  additions  of  many  disparate  items  of  expenditure  and  receipt 
in  our  budget.  The  need  to  strengthen  consumer  demand  was  again  reflected  in 

1965  in  the  Excise  Tax  Act  of  that  year,  in  which  that  need  became  the  oppor- 
tunity for  a  major  reform  of  a  crazy-quilt  excise  tax  structure. 

These  programs  met  with  success — a  strong  business  expansion,  rising  incomes 
and  profits,  a  falling  imemployment  rate,  a  GNP  capable  of  sustaining  broad 
social  programs.  But  then  in  the  latter  part  of  1965  the  obstacles  changed — the 
demands  of  the  Vietnam  conflict  showed  us  once  again  that  no  economic  fore- 
casting is  safe  against  the  intrusion  of  external  events  we  cannot  control.  A  high 
pace  of  Government  military  expenditures  demanded  that  a  policy  of  fiscal 
stimulus  be  switched  to  a  program  of  fiscal  restraint,  but  without  clear  signs  to 
chart  the  size  or  timing  of  that  restraint. 

Tax  policy  was  therefore  shifted  from  stimulus  to  restraint,  which  called  for 
increasing  revenue  collections  to  dampen  an  inflationary  potential.  This  need 
became  the  opportunity  to  achieve  desirable  improvements  in  our  current  collec- 
tion procedures.  The  substantive  programs  of  the  Tax  Adjustment  Act  of  1966 
reflected  this  dual  target — graduated  withholding,  a  speedup  in  the  transition  to 
current  payment  by  corporations,  and  current  payment  of  the  self-employment 
social  security  tax.  This  was  accompanied  by  administrative  programs  in  both 

1966  and  this  year  speeding  up  the  deposit  of  withheld  taxes  and  excise  taxes. 
And  there  is  still  room  for  further  improvement,  as  reflected  in  the  President's 
current  recommendations  regarding  the  corporate  estimated  tax. 

As  the  year  1966  progressed,  with  a  high  level  of  economic  activity  insured 
through  strong  private  investment,  strong  consumer  demand,  and  rising  Govern- 
mental military  expenditures,  fiscal  policy  had  to  cope  with  emerging  price 
instability  and  serious  imbalances  in  the  business  expansion.  Moreover,  the  tasks 
of  fiscal  policy  were  conjoined  by  the  difficulties  being  experienced  in  charting  the 
proper  course  for  monetary  policy.  These  obstacles  culminated  in  September 
1966  in  a  threatening  financial  situation,  as  interest  rates  rose  alarmingly,  the 
money  supply  conti-acted,  and  business  investment  still  proceeded  at  an  unsus- 
tainable level. 

Suspension  of  the  investment  credit  was  the  tax  policy  response  chosen,  and 
another  step  in  tax  flexibility  was  taken.  But  it  was  taken  with  an  awareness  that 
the  particular  step  was  not  without  the  problems  of  the  two  transitions  in  the 
step  involved — the  transition  from  allowance  of  the  credit  to  suspension  and  the 
transition  from  suspension  to  restoration.  This  step  was  therefore  accompanied 
by  a  frank  recognition  that  only  the  unusual  events  of  last  September — a  serious 
financial  situation,  an  vmsustainable  business  investment  boom,  and  wartime 
expenditures — would  call  for  this  particular  response  of  tax  flexibility.  It  was 
accompanied  by  strong  expenditure  tightening. 

The  immediate  goals  sought  were  obtained — the  financial  tension  subsided,  the 
investment  pace  began  to  be  more  manageable,  and  monetary  policy  could  begin 
to  ease  and  adjust  the  imbalances,  as  in  housing,  that  had  accompanied  its 
tightening. 

We  thus  come  to  the  year  1967  and  a  new  set  of  obstacles,  even  more  challenging. 
The  imbalances  of  1966  are  giving  way  to  an  economic  advance  that  will  show  a 
more  even  front,  as  business  investment  moderates  its  prior  pace  and  housing 
starts  to  catch  up.  This  moderation  in  business  investment  signaled  the  end  of 
the  need  for  the  suspension  of  the  investment  credit,  perhaps  a  bit  earlier  than 
had  been  foreseen.  The  President  accordingly  recommended  restoration  of  the 
credit,  with  this  step  thus  completing  the  application  of  tax  flexibility  initiated 
last  September.  The  differing  views  on  the  terms  of  the  restoration  underscore  the 
belief  expressed  last  year  that  only  that  combination  of  unique  circumstances 
would  call  for  this  form  of  tax  flexibility. 

The  economic  radars  that  scanned  the  horizon  in  January  foriicast  for  tlie 
immediate  months  a  pause  in  the  economy,  as  the  components  of  the  advancing 
economic  front  regrouped  and  balanced  their  relationships.  An  important  factor 
in  this  pause  has  been  the  downward  adjustment  in  inventory  accunuilation. 
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Other  factors  are  the  moderation  in  the  growth  in  plant  and  equipment  invest- 
ment and  the  low  level  of  housing  activity  which  reflected  the  past  period  of 
tight  money.  Those  radars  that  scanned  further  ahead  forecast  that  the  eco- 
nomic front  would  later  gather  momentum  from  a  variety  of  sources^ — increased 
social  security  expenditures,  the  pace  of  Government  expenditures,  resumed 
strength  in  housing,  the  end  of  the  inventory  adjustment,  and  a  pickup  in  con- 
sumer spending.  In  the  absence  of  tax  action,  the  Federal  budget  would  move 
more  strongly  into  deficit  and  fiscal  policy  would  become  highly  stimulative. 
Instability  in  the  form  of  inflationary  pressures  would  again  threaten.  It  would 
be  desirable  to  meet  that  obstacle  through  tax  policy  rather  than  through  a 
resumption  of  monetary  tightening  lest  we  become  locked  into  a  level  of  high 
interest  rates. 

This  forecast  in  January  thus  called  for  overall  tax  restraint,  in  contrast 
to  the  specialized  restraint  in  the  business  sector  that  was  needed  last  September. 
The  hearings  and  discussions  of  last  year  on  the  techniques  of  tax  flexibility, 
notably  before  the  Fiscal  Policy  Subcommittee  of  the  Joint  Economic  Com- 
mittee— hearings  that  had  been  urged  by  the  administration — indicated  that 
the  most  appropriate  application  of  tax  flexibility  for  this  purpose  was  a  surcharge 
on  individual  and  corporate  income  tax  liabilities.  The  President  in  January 
recommended  this  course.  For  Budget  and  revenue  estimating  purposes  a  precise 
starting  date  was  needed  and  July  1  was  chosen.  But  tax  flexibility  and  rational 
economic  policy  obviously  do  not  always  demand  rigid  adherence  to  dates  based 
on  prior  economic  forecasts.  The  task  is  to  match  policy  as  closely  as  possible 
to  current  forecasts  as  these  forecasts  sharpen  and  change — not  to  rigidly  match 
action  to  a  previously  set  timetable  that  was  itself  only  a  forecast  based  on  earlier 
and  therefore  less  reliable  data. 

The  economic  radars  still  indicate  that  in  the  months  ahead  the  predicted 
momentum  will  gather.  While  the  radars  are  still  not  equipped  to  pinpoint  the 
exact  month  of  change,  this  summer  is  still  the  governing  forecast.  The  important 
point,  however,  is  to  recognize  that  as  forecasts  sharpen  and  more  clearly  foretell 
the  change,  we  should  not  be  misled  by  looking  backwards  or  even  around  us 
at  the  figures  that  reflect  the  pause  we  are  now  moving  through.  Instead,  we 
must  concentrate  on  what  is  forecasted  for  the  period  ahead.  We  must  be  willing 
to  act  on  what  that  forecast  implies,  not  because  it  is  infallible  but  because  it 
is  far  better  than  the  unfounded  assumption  that  the  present  condition  will 
continue  simply  because  it  is  the  present.  We  can  be  willing  to  act  on  the  forecast 
because  the  tax  change  that  is  being  recommended — a  temporary  income  tax 
surcharge — is  an  adjustment  that  after  its  adoption  can  be  readily  removed 
earlier  than  the  targeted  date  for  its  termination  if  the  economic  radars  then 
begin  to  forecast  different  and  unexpected  signals. 

We  must  remember  that  the  aim  is  not  always  to  see  that  forecasts  are  borne 
out.  Rather,  it  is  to  so  alter  economic  conditions  that  forecasts  of  undesirable 
instability  ahead,  either  of  an  inflationary  nature  or  a  downward  trend,  will  not 
turn  out  that  way  and  that  the  forecasted  instability  will  instead  be  replaced 
by  a  more  desirable  economic  situation.  The  surcharge  thus  rests  on  a  forecast 
of  too  exuberant  an  economy  in  the  latter  part  of  the  year  and  an  intention  to 
prevent  that  forecast  from  becoming  actuality.  The  recommendation  of  the  sur- 
charge was  a  frank  statement  of  Government  opinion  and  policy- — what  it  expects 
wfll  happen  without  policy  action  and  how  it  plans  to  solve  the  problem.  If  the 
problem  starts  to  shape  up  differently,  then  of  course  a  different  solution  will 
be  called  for — but  as  of  now  that  is  not  what  our  current  knowledge  tells  us. 

The  use  of  tax  policy  is  thus  at  present  an  exercise  in  tax  flexibility — as  we 
attempt  to  keep  our  high  level  economy  as  close  to  optimum  operating  conditions 
as  we  can  in  the  face  of  the  inevitable  instabilities  flowing  from  the  Vietnam 
hostilities.  Necessarily  tax  flexibility  means  tax  change,  to  keep  the  economy 
on  a  proper  course.  Rigidity  in  tax  policy  is  an  impossible  course— the  policy 
that  brought  success  in  one  year  can  bring  great  difficulties  the  next  year.  We 
must  seek  tax  adjustments  responsive  to  predicted  economic  conditions,  and 
attempt  to  structure  them  so  that  the  change  is  accompanied  by  the  least  strain 
on  taxpayers  and  tax  administration  in  applying  and  accommodating  to  those 
changes.  Change  is  necessary  because  rigidity  is  disaster,  but  change  should 
not  itself  cause  needless  instabilities. 

When  Vietnam  hostilities  end,  a  new  set  of  conditions  will  appear  and  the 
use  of  tax  policy  will  in  turn  have  a  different  content.  A  most  likely  use  is  that 
of  tax  reduction,  as  the  revenue  structure  will  presumably  have  to  adapt  to 
lower  military  expenditures.  The  nature  of  the  adaptation — how  much  reduction. 
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in  what  mix  of  temporary  and  permanent  change,  in  what  mix  of  rate  change 
and  strnctural  alteration — necessarily  must  await  the  events  that  condition 
the  tax  response. 

Let  me  turn  now  to  another  goal  and  another  use  of  tax  policy.  Whatever 
the  ever-changing  character  of  the  economic  role  of  tax  policy,  we  are  always 
involved  in  the  raising  of  revenues  to  pay  for  Government  expenditures  as  well 
as  to  fulfill  the  reveiuie  raising  targets  that  the  economic  role  sets.  Tax  policy 
is  charged  with  the  task  of  raising  those  revenues  with  fairness,  with  the  least 
interference  in  the  efficient  utilization  of  our  resources,  and  with  the  lowest 
possible  level  of  difficulty  in  compliance  and  administration.  It  is  this  use  of  tax 
policy  with  which  tax  reform  is  concerned. 

The  achievement  of  this  goal  of  tax  policy  is  one  of  constant  efforts  at  im- 
provement— past  decisions  turn  out  to  have  been  misguided  or  no  longer  sensible 
under  changed  circumstances;  a  new  pattern  of  economic  and  social  conditions 
forces  tax  thinking  into  new  areas;  new  compliance  techniques  make  certain 
steps  feasible  for  the  first  time;  perennially  intractable  problems  may  yield  to 
new  solutions;  a  better  understanding  is  gained  of  the  effects  of  taxation  in  a 
particular  area.  The  needs  for  improvement  are  endless  and  the  response  must 
be  continuous  over  many  areas.  This  use  of  tax  policy  in  this  decade  has  i)ro- 
ceeded  steadily,  through  a  variety  of  measures  aimed  at  improving  the  tax 
structure — the  Revenue  Acts  of  1962  and  1964,  the  Excise  Tax  Reduction  Act 
of  1965,  the  Tax  Adjustment  Act  of  1966,  the  Foreign  Investors  Tax  Act  of  1966, 
and  the  Federal  Tax  Lien  Act  of  1966.  Along  with  these  major  legislative  meas- 
ures have  been  many  major  administrative  measures  in  regulations  and  rulings- — 
consolidated  returns,  the  international  tax  area,  unrelated  business  income, 
for  example — and  many  minor  legislative  measures. 

But  the  effort  must  remain  continuous.  We  are  all  aware  of  the  many  i)ossible 
areas  of  inquiry.  We  will  have  different  sets  of  priorities  and  different  approaches 
and  different  emphases — but  we  are  all  seeking  change  in  our  tax  structure 
rather  than  embalmment.  The  Treasury  has  often  mentioned  some  of  its  ciu'rcnt 
concerns- — industrial  revenue  bonds,  multiple  corporations,  private  pension  plans 
and  foundations,  to  name  a  few.  It  has  called  attention  to  the  fact  that  the  es- 
tate and  gift  taxes  represent  the  only  part  of  our  Federal  tax  structure  that  has 
remained  unexamined  by  the  Congress  over  a  long  period.  The  recent  parallel 
studies  by  the  Brookings  Institution  on  the  economic  side  and  the  American 
Law  Institute  on  the  legal  side  clearly  indicate  that  there  are  promising  paths 
to  improvement  of  these  taxes. 

An  area  of  reform  now  before  the  Congress  concerns  the  President's  recom- 
mendations for  revision  of  the  income  tax  treatment  of  the  elderly.  The  existing 
income  tax  benefits  extended  to  the  elderly  cost  about  $2.3  billion  annually  in 
tax  revenues.  The  administration's  proposals  for  revision  of  these  tax  rules  would 
not  alter  this  revenue  cost.  The  proposals  aim  only  to  redirect  this  relief,  in  a 
uniform  manner,  to  benefit  those  elderly  most  in  need  of  it  and  at  the  same 
time  to  simijlify  the  structure  of  the  tax  rules  apj^licable  to  the  elderly.  But  these 
proposals  apix^ar  to  be  surrounded  by  a  fog  of  confusion  and  misrepresentation. 

Some  critics  portray  in  detail  the  suggested  elimination  of  the  present  $600 
added  exemption  and  the  retirement  income  credit.  But  they  do  not  mention 
the  substitution  under  the  proposals  of  a  simple;  l)lankot  special  exemi)tion  of 
$2,300  for  a  single  person  and  $4,000  for  a  married  couple  where  both  are  over 
age  65.  Other  critics  state  that  social  security  benefits  will  be  subject  to  tax, 
and  add  that  this  is  unfair  because  the  beneficiaries  will  have  made  payment  of 
social  security  taxes  before  retirement.  But  they  do  not  mention  that  the  costs 
of  those  taxes  will  be  taken  into  account  through  th(i  blanket  exemption,  wliich 
in  no  event  would  be  reduced  below  one-third  of  the  benefits  included  in  income. 
Nor  do  the  critics  jjoint  out  that  about  two-thirds  of  the;  elderly  now  subject 
to  income  tax  will  receive  a  tax  reduction  under  the  proijosals — almost  all  married 
couples  below  $11,600  and  single  persons  l)elovv  $5,S00. 

There  are  about  20  million  persons  over  the  age  of  65.  Of  these,  about  4  million 
now  pay  income  tax  or  join  in  the  filing  of  a  return  on  which  income  tax  is  paid. 
The  President's  proposals  will  not  change  the  tax-free  status  of  the  almost  16 
million  elderly  who  now  pay  no  tax.  Of  the  remaining  group  of  elderly,  about  2.8 
million  will  have  tax  reductions.  Thus,  for  the  great  majority  of  the  elderly — 
over  18.5  million  persons,  more  than  94  percent  of  the  total — the  recommenda- 
tions will  not  change  their  position  of  being  free  of  income  tax  burdens,  or  they 
will  result  in  a  tax  reduction. 
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The  tax  liabilities  for  the  remaining  group  of  elderly  will  be  increased  and  thereby- 
brought  more  in  line  with  the  tax  liabilities  of  those  taxpayers  under  age  65  with 
similar  amounts  of  income.  This  also  has  been  criticized.  But  in  criticizing  the 
increases  that  are  involved  for  the  wealthier  elderly,  the  critics  do  not  indicate 
why  a  person  with  $20,000  or  $50,000,  or  $100,000  of  income,  even  though  elderly, 
needs  the  special  tax  benefits  that  Congress  granted  because  of  the  special  financial 
problems  associated  with  age.  The  financial  problems  of  most  of  the  elderly  come 
down  essentially — as  do  all  financial  problems — to  a  lack  of  income.  But — where 
the  income  levels  are  in  these  higher  ranges — there  is  no  justification  to  apply  a 
lower  tax  on  a  $20,000  or  $50,000  income  when  received  by  a  person  over  age  65 
than  when  received  by  a  person  under  that  age.  To  keep  the  matter  in  perspective, 
an  income  of  $20,000  a  year  is  over  twice  the  average  family  income  in  the  United 
States.  In  addition,  many  of  the  needs  that  a  younger  family  faces  have  already 
been  met  by  the  family  over  65 — the  house  and  furniture  are  paid  for,  and  the 
like. 

Editorials  and  similar  comment  critical  of  the  taxation  of  social  security  benefits 
may  well  have  given  those  now  receiving  those  benefits  the  impression  that  their 
wellbeing  is  threatened.  But  the  real  facts  are  completely  the  other  way  around. 
Under  the  proposed  changes  annual  tax  reductions  of  approximately  $220  million 
would  go  to  the  taxpaying  elderly  below  $10,000,  and  the  overwhelming  number  of 
social  security  recipients  are  below  that  level. 

Nor  do  the  real  facts  end  here.  The  proposed  special  exemption  ($2,300  for  a 
single  person  and  $4,000  for  a  married  couple)  take  fully  into  account  the  present 
levels  of  social  security  benefits.  But  this  does  not  mean  that  future  social  security 
benefit  increases  will  automatically  be  taxed  to  all  recipients.  The  regular  income 
tax  exemptions  and  deductions,  which  are  allowable  in  addition  to  the  special 
exemption,  will  together  with  the  special  exemption  shelter  from  income  tax 
payment  future  social  security  benefit  increases  for  all  who  have  only  this  source 
of  funds  and,  indeed,  for  most  other  recipients. 

For  example,  the  maximum  social  security  benefit  payable  to  a  married  couple 
under  present  law  is  about  $2,500  per  year.  This  would  rise  to  about  $2,700  under 
the  President's  social  security  proposals.  But  this  is  not  even  half  the  amount  of 
income  necessary  before  any  income  tax  would  be  due  under  the  proposed  changes, 
since  the  couple  would  not  owe  tax  until  their  income  exceeded  $5,800  a  year.  In 
other  words,  for  a  married  couple  living  only  on  social  security  benefits,  the 
maximum  benefit  level  would  have  to  more  than  double  before  the  income  tax 
would  become  a  factor.  If  they  are  now  receiving  average  social  security  benefits 
(about  $1,500  per  year),  their  benefits  would  have  to  more  than  triple  before 
they  would  owe  any  tax.  Viewed  in  another  way,  it  is  only  the  addition  of  non- 
social  security  income  tax  that  could  cause  a  tax  to  occur  and  here  the  leeway  is 
also  significant.  Even  if  social  security  benefits  were  to  reach  $3,000,  there  would 
still  be  a  $2,800  leeway  to  absorb  pension  or  other  income  before  the  recipients 
became  taxpayers. 

In  sum,  for  the  overwhelming  number  of  social  security  recipients,  the  proposal 
will  have  no  effect  on  their  social  security  benefits  or  will  actually  result  in  a  tax 
reduction.  This  will  also  be  trvie  well  into  the  future.  There  are  14  million  social 
security  recipients.  About  12.6  million  are  now  free  of  income  tax,  and  would 
remain  so.  Only  about  1.4  million  are  taxpayers  now.  Half  of  these  would  receive 
tax  reductions  under  the  proposal.  The  rest — 700,000  out  of  14  million  recipients — 
would  have  increases,  but  to  do  so  they  must  have  an  income  of  over  about  $6,000 
if  single  and  about  $12,000  if  married.  And  for  many  these  increases  would  be 
offset  by  the  increases  proposed  in  social  security  benefits. 

It  is  therefore  a  pretty  safe  assumption — keeping  in  mind  the  kinds  of  people 
who  are  prone  to  be  concerned  about  anything  touching  their  social  security 
benefits — that  the  letters  any  newspaper,  any  organization,  or  any  Congressman 
may  be  receiving  from  social  security  recipients  who  have  become  concerned  by 
what  they  read  or  hear  about  these  proposals  can  be  answered  simply  and  clearly: 
"If  you  are  not  paying  an  income  tax  today,  you  will  still  continue  to  be  free  of 
tax — if  you  are  paying  a  tax,  you  will  receive  a  tax  reduction." 

To  continue  with  our  discussion  of  general  tax  reform,  the  President  in  his 
Economic  Report  has  stated  that  he  will  submit  a  tax  reform  message  later  this 
year.  He  has  delineated  several  useful  principles  to  apply  at  this  time  to  tax 
reform  proposals^ — ^they  should  be  considered  apart  from  significant  rate  changes 
or  temporary  tax  increases  or  decreases,  such  as  the  six  percent  surcharge,  and 
they  should  not  occasion  a  significant  net  gain  or  Joss  in  revenue.  While  the 
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various  components  would  thus  involve  revenue-raising  or  revenue-losing  meas- 
ures, overall  they  would  balance  out  with  no  significant  net  change. 

We  may,  of  course,  as  respects  this  use  of  tax  policj^,  look  ahead  even  beyond 
this  reform  message  to  notice  that  many  significant  policy  areas  will  be  under 
study,  in  Government  and  in  private  research.  We  must  learn  more  about  the 
relationship  of  the  income  tax  system  to  those  persons  who  lie  outside  that  system, 
and  this  involves  the  interrelationships  between  our  social  security  sj-stem,  our 
welfare  system,  and  the  proposals  for  negative  income  taxes  and  income  guaran- 
tees. The  President  has  stated  he  will  appoint  a  commission  to  study  much  of  this 
ground.  We  must  also  make  sure  that  the  benefits  of  economic  growth  spread  to 
all  and  that  all  may  share  in  them,  or  the  afl!luence  we  seek  for  our  people  will 
become  social  injustice.  We  must  strive  to  protect  against  any  unfairnesses  that 
may  result  from  the  necessary  uses  of  tax  flexibilitj^,  the  necessary  adjustments 
in  monetary  policy,  and  the  necessary  reliance  on  macroeconomic  measures. 
We  must  not  allow  our  tax  system  and  its  uses  for  economic  policy  to  be  regarded 
as  involving  only  sterile  counters  remote  from  the  human  beings  whose  lives  they 
affect.  The  measures  to  accomplish  all  of  this  will  not,  of  course,  lie  entirely  within 
the  tax  sj'stem.  But  those  who  work  with  tax  policy  must  aid  in  joining  tax  policy 
with  other  economic  and  social  measures  to  achieve  these  desired  objectives. 

I  have  been  considering  the  uses  of  tax  policy.  These  uses,  as  you  can  see,  are 
many  and  varied,  and  perhaps  to  some  may  even  appear  too  ambitious  or  wide 
ranging  in  what  is  sought  to  be  accomplished.  But  let  me  hasten  to  assure  you  that 
they  are  indeed  modest  alongside  the  claims  that  some  have  made  for  the  use  of 
tax  policy. 

There  are  those  who  urge  tax  policy  as  the  solution  for  almost  all  of  our  social 
ills  and  problems.  If  you  object  to  polluted  air  or  polluted  water,  then  a  tax 
incentive  will  clean  it  right  up.  If  a  college  education  appears  too  costly  to  a 
family,  then  a  tax  credit  will  open  the  college  doors.  If  our  business  firms  are 
not  training  enough  workers,  then  a  tax  incentive  will  set  them  to  improving 
worker  skills.  If  private  enterprise  and  city  officials  will  not  eradicate  our  slums, 
then  a  tax  incentive  will  remove  this  urban  blight.  If  businesses  won't  locate 
in  depressed  areas,  then  a  tax  incentive  will  show  them  the  way.  If  electric  com- 
panies will  not  place  their  transmission  lines  underground,  then  a  tax  incentive 
will  turn  the  soil.  If  urban  transportation  is  too  slow  and  too  antiquated,  then 
a  tax  incentive  will  make  it  fast  and  attractive.  Indeed,  all  you  need  to  learn 
what  is  wrong  with  America  is  to  read  the  tax  bills  in  Congress — wherever  you 
see  a  tax  proposal,  that  is  where  the  action  is. 

Now,  as  Assistant  Secretary  for  Tax  Policy,  I  am  not  at  all  sure  why  I  should 
object  to  these  suggestions  that  the  tax  system  can  cure  all  our  problems.  For 
clearly  I  could  well  become  an  economic  czar  were  Congi'ess  to  agree  to  this 
course.  I,  and  my  small  staff,  could  control  all  our  new  social  programs  and 
the  other  Departments,  such  as  Labor,  HEW,  and  HUD,  would  have  so  little 
to  do  they  could  be  merged  into  one  small  Department  and  thereby  simplify 
Government.  All  this  almost  seems  to  be  how  the  world  would  look  to  a  Treasury 
Department  official  on  an  LSD  trip. 

But  I  do  not  use  LSD  and  I  have  the  cautious  feeling  our  social  problems  can 
not  be  so  simple  that  a  tax  device — indeed  the  same  tax  device — will  solve  all 
of  them.  I  suspect  that  there  are  better  ways  to  clean  our  rivers  and  skies,  to 
eradicate  our  urban  ills,  to  give  a  college  education  to  all  who  are  qualified. 
Those  ways  will  require  loan  guarantees,  credit  programs,  direct  subsidies  and 
other  Federal  expenditure  programs,  and  our  facing  up  squarely  to  the  costs 
involved. 

A  major  appeal  of  the  tax  device  is  that  it  hides  the  budgetary  cost  and,  of 
course,  this  appeal  is  strong  from  the'standpoint  of  the  private  interests  affected. 
But  this  should  not  deter  us  from  the  rational  calculations  and  analyses  which 
must  be  made  to  weigh  the  benefits  of  alternative  expenditure  programs.  The 
sheer  weight  of  the  various  demands  being  placed  upon  Government  makes  it 
urgent  we  obtain  the  utmost  efficiency  in  the  use  of  public  funds,  and  that  we 
fully  recognize  the  amount  of  funds  allocated  to  each  demand.  That  efficiency 
and  recognition  cannot  be  obtained  by  hiding  the  costs  in  the  intricacies  of  our 
tax  system.  Nor  could  that  tax  system  survive  the  cumulative  weakening  of  its 
strength  and  its  fairness  that  would  be  involved  in  this  massive  use  of  tax 
incentives. 

We  must  therefore  be  alert  to  the  nonuses  as  well  as  the  uses  of  tax  policy. 
Nor  is  this  sentry  duty  assigned  solely  to  Government  officials.  Those  who  work 
daily  with  the  tax  system — those  lawyers  and  accountants  and  scholars  who 


EXHIBITS  313 

know  the  strengths  and  the  weaknesses  of  that  system— must  also  stand  their 
watch.  For  it  is  you  who  counsel  daily  with  a  far  wider  audience  of  businesses 
and  individuals  than  the  words  of  Washington  can  reach.  Those  businesses  and 
individuals  have  a  vital  stake  in  how  our  tax  system  is  shaped.  Yours,  then, 
is  a  vital  role  in  explaining  the  issues  surrounding  tax  policy,  in  clarifying  the 
choices.  No  one  can  ask  for  blanket  agreement  and  conformity  on  the  choices 
to  be  made.  But  we  can  hope  for  an  understanding  of  the  concerns  that  must 
be  weighed  in  reaching  those  choices.  And  it  is  to  this  task  that  your  talents 
can  bring  accomplishment. 


Exhibit  41. — Other  testimony  by  Treasury  oflicials  published  in  hearings  before 
congressional  committees,  July  1,  1966-June  30,  1967 

Secretary  Fowler 

Statement  before  the  Senate  Finance  Committee,  August  8,  1966,  on  H.R. 
13103,  a  bill  relating  to  the  tax  treatment  of  foreign  investment  in  the  United 
States. 

Statement  before  the  Senate  Finance  Committee,  October  3,  1966,  on  H.R. 
17607,   a  bill  to  suspend  the  investment  credit  and  accelerated   depreciation. 

Statement  before  the  Senate  Finance  Committee,  March  20,  1967,  on  H.R. 
6950,  a  bUl  to  reinstate  the  7  percent  investment  credit  and  accelerated 
depreciation. 

Statement  before  the  Senate  Small  Business  Committee,  March  22,  1967,  on 
the  present  position  and  outlook  of  small  business. 

Under  Secretary  Barr 

Statement  before  the  Senate  Finance  Committee,  August  18,  1966,  on  financing 
political  campaigns. 

Statement  before  the  Committee  on  Ways  and  Means,  August  24,  1966,  on 
airways  user  charges. 

Statement  before  the  Committee  on  the  Judiciary  of  the  House  of  Representa- 
tives, April  7,  1967,  on  H.R.  5384,  a  bill  to  give  the  Federal  Government  control 
over  firearms  in  the  areas  of  interstate  and  foreign  commerce. 

Statement  before  the  Senate  Finance  Committee,  June  1,  1967,  on  financing 
political  campaigns. 

Assistant  Secretary  Surrey 

Statement  before  the  Committee  on  Ways  and  Means,  August  26,  1966,  on 
H.R.  15942  and  H.R.  15943,  bills  relating  to  borrowing  by  tax-exempt  organi- 
zations to  carry  on  activities  unrelated  to  their  tax-exempt  functions. 

International  Financial  and  Monetary  Developments 

Exhibit  42. — Statement  by  Secretary  Fowler,  August  1,  1966,  at  a  news  con- 
ference on  The  Hague  meeting  of  the  Group  of  Ten  countries 

At  the  meeting  of  the  Ministers  and  Governors  of  the  so-called  Group  of  Ten 
countries  last  Monday  and  Tuesday  at  The  Hague,  the  world  reaped  the  benefits 
of  a  year  of  hard  and  fruitful  work  looking  to  the  modernization  and  improve- 
ment of  our  international  monetary  system. 

The  Ministers  and  Governors  received  and  considered  a  report  by  their  Deputies 
on  the  negotiations  initiated  pursuant  to  their  mandate  of  last  September.  The 
full  text  of  that  report  will  be  made  available  to  the  public  around  the  last  of 
August. 

But  already  the  report  has  served  a  most  constructive  purpose.  The  report, 
in  the  opinion  of  the  Ministers  and  Governors  with  one  exception,  provides  the 
basis  for  agreement  on  the  deliberate  creation  of  reserve  assets  sufficient  to  justify 
proceeding  from  the  first  phase  of  negotiations  to  a  broader  consideration  of  the 
questions  that  aflfect  the  world  economy  as  a  whole. 

Accordingly,  the  procedure  for  this  second  phase  was  authorized  by  the  Minis- 
ters and  Governors.  After  consulting  with  the  Managing  Director  of  the  Inter- 
national Monetary  Fund,  they  recommended  a  series  of  joint  meetings  in  which 
the  Deputies  would  take  part  together  with  the  20  executive  directors  of  the 
Fund,  representing  all  103  member  nations  of  the  International  Monetary  Fund. 
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We  have  provided  for  you  here  copies  of  the  communique  containing  these 
recommendations. 

Out  of  those  meetings,  which  will  be  the  subject  of  a  report  by  mid-1967,  the 
United  States  hopes  and  believes  there  will  emerge  a  specific  contingency  plan 
for  the  deliberate  creation  of  reserves  which  can  become  the  subject  of  formal 
intergovernmental  agreements. 

The  Ministers  and  Governors  also  considered  another  report  on  the  "Balance 
of  Payments  Adjustment  Process"  prepared  by  Working  Party  Three  of  the 
Organization  for  Economic  Cooperation  and  Development.  This  report  is  a 
valuable  survey  of  the  measures  and  instruments  by  which  countries,  individually 
and  collectively,  and  in  ways  compatible  with  the  pursuit  of  their  essential  in- 
ternal objectives,  could  preserve  a  better  balance-of-payments  equilibrium  and 
achieve  a  faster  and  more  effective  adjustment  of  imbalance. 

RecalHng  events  of  the  past  year,  I  am  more  than  ever  glad  that  President 
Johnson  authorized  me  last  summer  to  suggest  consultation  with  our  friends 
abroad  on  what  steps  we  might  jointly  take  to  secure  substantial  improvements 
in  existing  international   monetary  arrangements. 

Perhaps,  it  will  be  useful  to  review  briefly  the  background  of  the  significant 
development  that  The  Hague  meeting  represents. 

There  is  no  longer  any  question  whether  new  means  to  create  monetary  reserves 
are  needed.  The  main  question  is  when  the  need  will  become  pressing. 

As  you  know,  the  newly  mined  gold  that  goes  into  official  reserves  and  the 
deficits  in  the  balance  of  payments  of  the  United  States  are  the  only  major  sources 
of  additional  liquidity  that  have  served  over  recent  years  to  irrigate  the  growth 
of  trade  and  economic  development  in  the  world. 

Our  balance-of-payments  deficit  was  cut  in  half  in  1965.  This  year  we  are  holding 
our  own,  despite  the  special  and  short  term  foreign  exchange  costs  to  us  of  our 
defense  of  freedom  in  Vietnam.  New  supplies  of  gold  reaching  official  quarters 
have  furnished  no  more  than  one-quarter  of  the  reserve  growth  of  the  world  in 
the  last  15  years. 

Consequently,  unless  some  supplement  or  supplements  to  gold  and  dollars  can 
be  found  that  the  nations  agree  to  accept  and  hold  as  part  of  our  national  official 
reserves,  deficiencies  in  reserves  will  result  that  will  be  felt  over  time  around  the 
world.  The  reserves  will  not  remain  adequate  to  meet  the  needs  of  the  rapidly 
expanding  volume  of  trade  and  development  and  will  therefore  constrict  the 
remarkable  growth  that  has  marked  the  free  world  since  the  war. 

I  said  when  I  suggested  this  course  of  action  last  year  that  the  United  States 
was  not  wedded  to  any  particular  procedure  or  timetable.  But  I  emphasized  that 
the  United  States  considers  agreement  on  means  to  strengthen  and  improve  ex- 
isting international  monetary  arrangements  to  be  a  matter  calling  for  all  of  us 
to  move  ahead  to  make  basic  plans  but  without  delay.  The  term  "contingency 
planning"  has  become  attached  in  monetary  circles  to  the  establishment  of  plans 
as  to  what  would  be  done  to  create  reserves  when  the  existing  sources  of  additional 
reserves  dry  up  and  are  insufficient  for  the  needs  of  the  world.  At  the  meeting  of 
the  International  Monetary  Fund  last  September,  the  Ministers  of  the  Group 
of  Ten  gave  their  Deputies  a  dual  assignment,  to  be  approached  in  two  stages 
of  work. 

The  first  was  to  report  to  the  Ministers  by  the  spring  of  this  year  on  what  basis 
of  agreement  could  be  reached  among  the  Group  of  Ten  countries  on  improve- 
ments in  the  international  monetary  system.  This  was  to  include  a  report  on  what 
scope  of  agreement  was  reached  on  basic  points  concerning  the  creation  of  new 
international  reserves. 

Our  charge  to  the  Deputies  last  September  stated  that  as  soon  as  a  basis  for 
agreement  on  essential  points  had  been  reached,  it  would  be  necessary  to  proceed 
from  this  first  phase  to  a  broader  consideration  of  the  questions  that  aflfect  the 
world  economy  as  a  whole.  We  have  now  decided  to  proceed. 

The  Executive  Directors  of  the  International  Monetary  Fund  represent  the 
entire  103  members  of  the  International  Monetary  Fund.  So  in  bringing  together 
the  Deputies  to  the  Group  of  Ten  and  the  Executive  Directors  of  the  Interna- 
tional Monetary  Fund,  you  will  have  in  these  joint  meetings  those  who  are  au- 
thorized to  speak  on  these  subjects  for  all  of  the  member  countries,  as  well  as 
the  major  countries  who  would  be  expected,  of  course,  to  provide  the  substantial 
proportion  of  the  financial  backing  for  any  new  reserve  assets. 

This  is  the  so-called  second  phase  of  the  work.  And  the  second  phase  should 
be  designed  to  deal  with  the  unresolved  questions  of  procedure  in  the  Group  of 
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Ten  and  to  assure  that  the  basic  interests  of  all  member  countries  in  the  Interna- 
tional Monetary  Fund  in  new  arrangements  for  the  future  of  the  world  monetary 
system  will  be  adequately  considered  and  represented  before  significant  inter- 
governmental agreements  for  formal  structural  improvements  of  the  monetary 
system  are  concluded. 

The  Ministers  and  Governors  of  the  Group  of  Ten,  with  the  exception  of  one 
country,  have  now  decided  that  we  have  the  basis  for  moving  onward  to  this 
second  stage  of  our  work.  I  think  this  will  permit  us  to  advance  in  the  coming 
3-ear  to  specific  agreement  upon  ways  and  means  of  assuring  that  future  reserve 
needs  of  the  world,  both  within  and  beyond  the  Group  of  Ten  countries,  will 
be  provided  for  adequately. 

I  would  like  to  acknowledge  the  important  contribution  of  the  Congressional 
Subcommittee  on  International  Exchange  and  Payments  of  the  Joint  Economic 
Committee,  chaired  by  Congressman  Henry  Reuss.  He,  Senator  Paul  Douglas, 
Congressman  William  Widnall,  Congressman  Robert  F.  Ellsworth,  and  other 
members  of  the  subcommittee  have  provided  invaluable  understanding  and  em- 
phasis looking  to  constructive  solutions.  The  subcommittee's  report  on  "Guide- 
lines For  Improving  the  International  Monetary  System"  is  living  up  to  its  title. 

Throughout  the  year  we  have  also  been  assisted  by  the  consultation  and  advice 
of  the  Advisory  Committee  on  International  Monetary  Arrangements  under  the 
leadership  of  former  Secretary  of  the  Treasury  Douglas  Dillon.  This  Committee, 
composed  of  outside  financial  and  economic  experts  and  an  interdepartmental 
group  in  the  executive  branch,  have  met  regularly  with  Treasury  officials. 

The  Deputies  for  the  United  States  in  the  negotiations  of  the  Group  of  Ten 
were  Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Frederick  Deming 
and  Governor  Dewey  Daane  of  the  Federal  Reserve  Board.  They  were  assisted 
by  George  Willis,  Deputy  to  the  Assistant  Secretary  of  the  Treasury  for  Inter- 
national Monetary  Affairs,  Robert  Solomon,  Adviser  to  the  Federal  Reserve 
Board,  and  Donald  McGrew,  Treasury  Representative  in  Paris. 


Exhibit  43. — Communique  of  the  Ministerial  Meeting  of  the  Group  of  Ten  in 
The  Hague,  July  25-26,  1966 

1.  The  Ministers  and  Central  Bank  Governors  of  the  10  countries  participating 
in  the  General  Arrangements  to  Borrow  met  in  The  Hague  on  25  and  26  July 
under  the  Chairmanship  of  Mr.  Anne  Vondeling,  Minister  of  Finance  of  the 
Netherlands.  Mr.  Pierre-Paul  Schweitzer,  Managing  Director  of  the  Interna- 
tional Monetary  Fund,  took  part  in  the  meeting,  which  was  also  attended  by  the 
Secretary  General  of  the  OECD,  the  General  Manager  of  the  BIS,  and  the  Min- 
ister of  Finance  of  Switzerland. 

2.  The  Ministers  and  Governors  considered  a  report  of  Working  Party  Three 
of  the  OECD  on  possible  improvements  in  the  balance-of-payments  adjustment 
process.  They  expressed  their  appreciation  of  the  OECD's  work  on  this  report. 
Recognizing  that  the  smooth  functioning  of  the  international  monetary  system, 
as  well  as  the  general  confidence  in  its  stability,  depend  very  much  on  progress 
toward  the  elimination  of  imbalances,  they  agreed  that  improvements  in  the 
adjustment  process  were  needed  and  possible.  They  expressed  the  hope  that 
Working  Party  Three  would  continue  to  work  for  improvements  in  this  field 
on  the  lines  indicated  in  its  report. 

3.  The  Ministers  and  Governors  also  discussed  a  comprehensive  report  by 
their  Deputies  on  other  possible  improvements  in  the  international  monetary 
system,  including  arrangements  for  the  future  creation  of  reserve  assets,^  as  and 
when  needed.  This  report  also  contains  several  suggestions  for  improving  the 
existing  system  otherwise  than  through  reserve  creation.  These  suggestions 
should  be  given  further  study  by  the  appropriate  bodies.  The  report  will  be  pub- 
lished in  the  next  few  weeks. 

4.  As  regards  international  liquidity,  the  Ministers  and  Governors  were  in  full 
agreement  that  there  is  at  present  no  general  shortage  of  reserves.  On  the  other 
hand,  it  was  thought  unlikely  that  the  existing  sources  of  reserves  would  provide 
an  adequate  basis  for  world  trade  and  payments  in  the  longer  run.  Large  U.S. 
deficits  are  not  a  satisfactory  source  of  future  reserve  increases  for  the  rest  of  the 
world  nor  are  they  acceptable  to  the  United  States.  Moreover,  gold  alone  is  not 
likely  to  supply  sufficient  additions  to  monetary  reserves  in  the  future.  Conse- 
quently, it  was  agreed  that,  at  some  point  in  the  future,  existing  types  of  reserves 
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may  have  to  be  supplemented  by  the  deliberate  creation  of  additional  reserve 
assets. 

5.  As  to  the  way  in  which  such  a  future  contingency  could  be  met,  the  Dep- 
uties, in  their  report  to  the  Ministerial  Group  have  achieved  a  consensus  on  a 
number  of  basic  principles  and  elements  of  any  such  contingency  planning, 
although  they  have  not  reached  agreement  on  all  points  or  presented  a  fully 
developed  plan.  Among  the  agreed  basic  principles,  the  Ministers  and  Governors 
particularly  stressed  the  following: 

— DeHberate  reserve  creation,  when  decided  upon,  should  be  neither  geared 
nor  directed  to  the  financing  of  balance  of  payments  deficits  of  individual 
countries,  but  should  take  place  on  the  basis  of  a  collective  judgment  of 
the  reserve  needs  of  the  world  as  a  whole. 

— All  countries  have  a  legitimate  interest  in  the  adequacy  of  international 
reserves.  However,  a  group  of  major  countries  with  a  key  role  in  the 
functioning  of  the  international  monetary  system  has  a  particular  respon- 
sibility for  the  financial  backing  for  any  newly  created  reserve  assets. 
Consequently,  there  is  agreement  that  deliberately  created  reserve  assets, 
as  and  when  needed,  should  be  distributed  to  all  members  of  the  Fund  on 
the  basis  of  IMF  quotas  or  of  similar  objective  criteria.  The  major  countries 
should  be  ready  to  provide  adequate  financial  backing  through  the  ex- 
tension of  special  lines  of  credit  to  the  Fund  or  through  commitments 
to  accept  and  hold  such  reserve  assets. 

6.  _  (a)  There  should  be  a  clear  distinction  between  the  establishment  of  any 
contingency  plan  and  the  activation  of  that  plan.  The  prerequisites  for  such  an 
activation  should  be  laid  down.  They  should  include  the  attainment  of  a  better 
balance-of-payments  equilibrium  between  members  and  the  likelihood  of  a  better 
working  of  the  adjustment  process  in  the  future. 

(b)  Organizational  arrangements  for  decisions  on  the  activation  of  any  con- 
tingency plan  and  for  subsequent  decisions  on  reserve  creation  may  vary  according 
to  the  type  of  scheme  adopted.  Whatever  scheme  is  adopted,  it  is  essential  that 
the  organizational  arrangements  for  such  decisions  should  reflect  two  principles, 
namely,  (a)  the  interest  of  all  countries  in  the  smooth  working  of  the  international 
monetary  system  and  (b)  the  particular  responsibilities  of  a  limited  group  of 
major  countries  with  a  key  role  in  the  functioning  of  the  international  monetary 
system  and  which  in  fact  must  provide  a  substantial  part  of  the  financial  strength 
behind  any  new  asset.  This  could  best  be  achieved  by  a  procedure  whereby 
proposals  for  reserve  creation  would  be  considered  both  by  the  limited  group  and 
by  the  Fund.  The  requisite  majorities  and  voting  procedures  would  have  to  give 
due  recognition  to  the  two  principles  set  out  above  and  this  recognition  would 
be  a  necessary  condition  for  any  decisions  on  reserve  creation. 

(c)  One  delegation  did  not  agree  with  the  views  set  out  in  subparagraphs  (a) 
and  (b). 

7.  The  Ministers  and  Governors  instructed  their  Deputies  to  continue  their 
studies  on  a  number  of  unresolved  questions.  However,  they  also  thought  it 
appropriate  to  look  now  for  a  wider  framework  in  which  to  consider  the  questions 
that  affect  the  world  economy  as  a  whole.  With  this  in  view,  the  Ministers  and 
Governors,  after  consulting  with  the  Managing  Director  of  the  Fund,  recommend- 
ed a  series  of  joint  meetings  in  which  the  Deputies  would  take  part  together 
with  the  Executive  Directors  of  the  Fund.  The  Ministers  and  Governors  of  the 
Group  of  Ten  would  expect  a  report  from  their  Deputies  not  later  than  the 
middle  of  1967.  One  delegation  did  not  join  in  making  this  aforementioned 
recommendation. 


Exhibit  44. — Remarks  by  Secretary  Fowler  as  Governor  for  the  United  States, 
September  28,  1966,  at  the  annual  meeting  of  the  International  Monetary 
Fund,  on  steps  toward  a  more  rational  world  economic  order 

Introduction 

I  give  you  my  country's  heartiest  welcome  as  we  meet  together  again  to  con- 
sider the  vital  work  of  the  International  Monetary  Fund.  We  are  honored  by 
your  presence. 

In  their  1966  annual  report,  the  Executive  Directors  report  on  the  strengthen- 
ing of  the  Fund  in  the  past  year.  The  Fund's  resources  have  now  been  raised  to 
over  $20  billion  as  the  result  of  global  and  selective  increases  in  quotas.  During 
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the  past  year,  a  decision  was  made  to  renew  the  General  Arrangements  to  Borrow. 
These  arrangements  have  again  been  utilized  for  the  special  purposes  for  which 
they  were  designed  and  have  helped  the  Fund  meet  record  drawing  requirements 
by  its  members. 

The  United  States  fully  supports  the  recent  decision  of  the  Executive  Directors 
to  improve  the  Fund's  special  compensatory  financing  facility,  under  which 
drawings  may  be  made  to  meet  shortfalls  in  export  earnings. 

But  our  focus  at  these  annual  meetings  must  be  on  meeting  future  challenges 
rather  than  past  accomplishments. 

When  I  spoke  to  you  upon  this  same  occasion  last  year,  I  closed  with  a  plea 
that  we  lift  our  eyes  from  our  daily  tasks  long  enough  to  catch  sight  of  the  broad 
outlines  of  what  we  who  are  associated  in  the  International  Monetary  Fund  are 
seeking  to  create:  a  world  monetary  structure  strong  enough,  flexible  enough, 
and  with  growth  potentials  adequate  to  the  building  of  a  Greater  Society  of 
Nations. 

This  vision  of  a  Greater  Society  of  Nations  places  three  principal  requirements 
upon  us  in  the  year  ahead: 

First,  it  calls  for  acceptance  of  a  wider,  deeper,  more  generally  shared  effort 
in  the  field  of  international  economic  development — to  fill  the  crucial  finance 
gap — the  difference  between  the  capital  available  to  all  of  us  and  the  capacity 
of  the  developing  countries  to  use  increasing  amounts  of  capital  effectively  and 
productively — so  eloquently  expressed  by  President  Woods  in  his  notable  address 
earlier  in  this  meeting. 

In  his  February  1  message  to  Congress  on  foreign  aid,  President  Johnson, 
anticipating  this  call,  clearly  stated  the  position  of  the  United  States  saying: 

"I  propose  that  the  United  States — in  ways  consistent  with  its  balance-of- 
payments  policy — increase  its  contributions  to  multilateral  lending  institutions, 
particularly  the  International  Development  Association.  These  increases  will  be 
conditional  upon  appropriate  rises  in  contributions  from  other  members.  We 
are  prepared  immediately  to  support  negotiations  leading  to  agreements  of  this 
nature  for  submission  to  the  Congress.  We  urge  other  advanced  nations  to  join 
us  in  supporting  this  work." 

I  have  already  made  proposals  to  this  end  in  a  speech  at  Granada,  Spain, 
earlier  this  year  and  my  colleague.  Secretary  George  Ball,  will  develop  this  topic 
in  his  address. 

Second,  the  vision  of  a  Greater  Society  of  Nations  calls  for  the  successful 
negotiation  in  the  year  ahead  of  a  specific  contingency  plan  for  improved  and 
expanded  international  monetary  arrangements — arrangements  with  more  depth, 
more  span,  and  more  flexibility,  arrangements  that  would  build  into  our  inter- 
national monetary  system  a  means  to  provide  world  liquidity  consonant  with 
the  world's  ability  to  use  reserves  constructively.  I  shall  expand  on  this  point  later. 

Third,  the  vision  of  a  Greater  Society  of  Nations  summons  us  to  tasks  of 
national  and  international  cooperation  and  development  so  far-reaching  that  they 
require  the  full  and  eflficient  use  of  our  human  talent  and  our  material  resources. 
We  are  facing  a  period  in  the  world's  history  when  the  numerous  and  pressing 
demands  for  both  national  effort  and  international  economic  cooperation  will 
reach  new  heights. 

The  United  States  regards  the  year  ahead  as  a  hinge  for  opening  the  door  to 
a  better  future,  as  the  strong  nations,  the  old  and  the  emerging,  seize  their  joint 
opportunities  to  deal  constructively  with  their  joint  problems,  without  being 
haunted  by  the  past  or  confounded  by  the  present.  I  commend  for  your  con- 
sideration the  sense  of  urgency  and  analysis  so  well  expressed  in  a  report  issued 
within  the  month  by  the  Subcommittee  on  International  Exchange  and  Payments 
of  the  Joint  Economic  Committee  of  the  Congress  of  the  United  States.  This 
report  is  entitled  "Twenty  Years  After:  An  Appeal  for  the  Renewal  of  Inter- 
national Economic  Cooperation  on  a  Grand  Scale." 

Without  passing  upon  the  particular  procedures  proposed  in  that  report,  there 
can  be  no  question  concerning  the  Tightness  of  the  emphasis  and  urgency  expressed 
in  the  following  words: 

"The  world  is  in  trouble — deep  trouble — in  at  least  five  different  areas  of 
economic  negotiation  and  policy:  trade;  aid  to  less  developed  countries;  main- 
taining a  balance  in  international  payments;  international  monetary  reform; 
and  maintenance  of  stable  price  levels  in  economies  marked  by  full  employment 
and  rapid  economic  growth." 

We  in  the  United  States  are  proud  of  our  initiatives  and  national  contribution 
in  the  last  20  years  in  these  areas.  We  believe  their  spirit,  their  motivation  and 
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their  scale  servo  to  give  a  measure  of  what  must  exemplify  the  role,  not  just  of 
the  United  States,  but  of  other  nations  individually  as  they  regain  and  achieve 
strength  and  stature,  and  of  our  family  of  free  nations  all  together,  if  international 
economic  and  financial  cooperation  is  to  assume  ever  greater  dimensions  tliat 
are  required  for  the  last  half  of  this  century. 

We  call  upon  nations — those  that  arc  now  strong  and  those  that  are  rapidly 
emerging — to  join  us  in  a  renewed  effort  that  will  make  the  year  ahead  a  notable 
beginning. 

Let  us  consider  some  of  the  specific  ways  in  which  we  may  move  toward  a 
better  world  economy. 

Strengthening  the  adjustment  process 

I  call  your  attention  to  the  report  of  Working  Party  Three  of  the  Organization 
for  Economic  Cooperation  and  Development,  and  to  the  discussion  in  the  report 
of  the  Deputies  of  the  Group  of  Ten  countries  of  the  need  for  improvement  in 
our  adjustment  process,  and  the  concern  of  the  International  Monetary  Fund 
with  the  effective  operation  of  the  adjustment  mechanism. 

Each  of  these  reports  recognizes  that  the  adjustment  process  needs  to  be 
improved  and  that  the  responsibility  for  adjustment  should  fall  upon  both  deficit 
and  surplus  countries. 

Deficit  countries  must  make  full  efforts  to  balance  their  payments  positions 
through  appropriate  policy  mixes — depending  primarily  upon  fiscal  and  monetary 
policy  to  achieve  sustainable  equilibrium.  Surplus  countries  must  employ  their 
surpluses  or  hold  them  in  forms  that  are  consonant  with  the  international  interest, 
taking  measures  which  will  permit  the  adjustment  policies  adopted  by  deficit 
countries  to  work. 

It  is  neither  the  course  of  national  economic  wisdom  nor  of  international 
cooperation  for  surplus  countries  to  use  their  capital  markets  as  instruments  for 
the  accumulation  of  gold  and  other  reserves  beyond  their  needs.  Rather  they 
should  liberalize  them — to  facilitate  capital  export  and  for  the  finance  of  increased 
development  assistance  through  the  international  institutions  such  as  the  World 
Bank  and  its  sister  banks. 

Should  this  not  be  done  by  the  surplus  countries  and  should  they  not  also 
liberalize  trade  restrictions,  the  deficit  countries— after  making  appropriate  use 
of  policies  to  achieve  equilibrium — may  be  forced,  in  the  event  such  policies  are 
not  fully  effective,  to  adopt  either  overly  severe  domestic  measures  or  to  apply 
unduly  restrictive  trade,  capital  and  assistance  policies.  These  are  not  only 
difficult  choices — they  hurt  the  world  economy. 

Let  us  apply  these  principles  of  adjustment  to  the  problem  of  development 
finance.  However  excellent  our  developnient  assistance  intentions,  our  ability  to 
realize  them  will  be  lessened  if  due  attention  is  not  paid  to  the  need  to  finance 
assistance  in  ways  that  are  consistent  with  balance-of-payments  positions. 

In  considering  the  extension  of  resources  Idv  the  industrialized  countries  to 
the  developing  countries,  there  is  a  tendency  to  think  of  the  donors  as  surplus 
countries  and  the  recipients  as  deficit  countries.  This  is  not  always  the  case. 
Among  the  capital  exporting  countries  there  are  countries  with  balance-of- 
payments  deficits  and  countries  with  balance-of-payments  surpluses.  Further, 
these  positions  change  from  time  to  time. 

It  should  remain  clear  that  the  amount  of  assistance  extended  by  donor  coun- 
tries should  be  determined  by  their  capacities  to  give  assistance.  However,  in 
seeking  to  increase  these  amounts  to  meet  the  growing  needs  of  the  developing 
countries,  the  balance-of-payments  positions  of  particular  donor  countries  must 
be  taken  into  account. 

The  most  desirable  way  to  reconcile  these  objectives  would  be  for  donor  coun- 
tries with  balance-of-payments  surpluses  to  reduce  or  eliminate  any  requirements 
that  the  financing  which  they  provide  be  linked  to  procurement  in  their  markets. 
In  extreme  cases,  surplus  countries  might  even  require  that  their  financing  be 
used  for  procurement  in  other  countries.  Surplus  countries  might  also  take  steps 
to  enlarge  greatly  the  access  of  international  lending  institutions  to  their  domestic 
capital  markets. 

Deficit  donor  countries  have  to  safeguard  their  balance-of-payments  positions 
while  continuing  to  extend  amounts  of  assistance  commensurate  with  the  broad 
criteria  of  aid  giving.  It  should  be  possible  for  us  to  devise  imaginative  methods 
to  achieve  this  dual  objective  of  increased  aid  and  protection  of  balance  of  pay- 
ments, and  to  this  end  we  would  welcome  discussion  among  donor  countries  and 
with  the  international  financial  institutions. 
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Rationalizing  capital  outflows 

The  recommendations  of  a  task  force  of  the  U.S.  Government  that  I  was 
privileged  to  head  in  1963  included  the  following: 

"The  (United  States)  should,  through  appropriate  international  bodies,  partic- 
ularly the  OECD,  advocate  the  step-by-step  relaxation  of  monetary,  legal, 
institutional,  and  administrative  restrictions  on  capital  movements,  together 
with  other  actions  designed  to  increase  the  breadth  and  efficiency  of  free  world 
capital  markets." 

Unfortunately,  so  little  progress  has  thus  far  been  made  in  this  area  that  the 
United  States  is  forced  to  ask  American  banks  and  corporations  to  restrict  their 
foreign  investment. 

We  still  find  among  the  most  higlily  developed  countries  of  the  world  a  wide- 
spread desire  to  run  current  account  surpluses  although  these  same  countries  are 
not  prepared  to  supply  capital  net  to  the  world  on  the  scale  that  is  required  to 
finance  these  export  surpluses.  Many  of  the  problems  we  face  arise  from  this 
simple  fact. 

We  expect  that  the  OECD  will  issue  shortly  a  blueprint  for  progress  in  improving 
capital  markets  abroad.  We  are  also  confident  that,  once  the  way  is  pointed,  the 
OECD  will  establish  procedures  to  assist  in  the  translation  of  plans  into  action. 
We  can  look  forward  to  a  meaningful  improvement  in  foreign  capital  markets 
that  in  turn  will  reduce  the  need  for  restraining  measures  on  our  part  to  guard 
against  overdependence  upon  U.S.  capital. 

Coordinating  national  with  international  policy 

It  is  the  responsibility  of  every  nation  so  to  conduct  its  internal  affairs  as  to 
avoid  weakening  the  international  economic  fabric  upon  which,  in  the  end,  we 
depend  for  our  maximum  individual  and  collective  growth.  The  United  States  is 
keenly  aware  that  it  is  particularly  incumbent  upon  a  reserve  currency  country 
to  keep  its  economy  in  good  balance  so  that  its  currency  should  be  a  dependable 
store  of  value  in  the  reserves  of  other  nations. 

As  you  know,  a  year  ago  I  was  able  to  report  a  very  satisfying  trend  of  improve- 
ment in  the  balance-of-payments  accounts  of  the  United  States.  But  this  year  we 
have  not  been  able  to  make  a  further  improvement.  To  a  very  large  extent 
the  cause  of  our  continued  deficit  is  extraordinary  and  temporary:  our  heavy 
involvement  in  the  defense  of  freedom  in  Vietnam  has  directly  increased  our 
foreign  exchange  costs  for  military  expenditures  in  the  Far  East  by  nearly  $1 
billion.  This  does  not  take  account  of  the  indirect  consequences  reflected  in  the 
rapid  rate  of  increase  in  imports  which  has  diminished  the  trade  surplus. 

In  the  past  year  sharp  increases  in  demand,  to  a  considerable  extent  also 
attributable  to  our  involvement  in  Vietnam,  have  brought  under  attack  the  fine 
degree  of  balance  among  various  elements  of  our  economy  that  was  maintained 
in  the  United  States  through  most  of  the  nearly  6  years  of  rapid  economic  growth 
we  have  enjoyed. 

Consequently,  earlier  this  month  President  Johnson  announced  a  program 
intended  to  contribute  to  restoring  that  balance  in  the  U.S.  economy. 

With  this  program  the  U.S.  Government  took  a  further  step  in  a  step-by-step 
use  of  fiscal  and  monetary  weapons  during  the  past  year  to  deal  with  inflationary 
excesses  in  our  economy,  as  and  where  they  have  appeared. 

Working  Party  Three  cited  the  need  for  the  more  active  use  of  fiscal  policy  as 
a  countercyclical  weapon.  In  his  message  to  the  Congress  of  September  8,  President 
Johnson  pointed  out  that  when  caution  signs  became  visible  early  in  1966,  the 
U.S.  administration  and  the  Congress  acted  promptly  through  a  series  of  five 
fiscal  measures  taking  $10  billion  of  excess  purchasing  power  out  of  the  economy 
during  this  calendar  year. 

The  President  also  pointed  out  that  responsible  fiscal  policy  demanded  tight 
control  of  Federal  expenditures,  and  that  this  has  been  exercised,  through  a 
budget  policy  that,  on  a  national  income  basis — the  best  measure  of  economic 
impact — was  designed  to  show  an  overall  surplus  of  about  $1  billion,  and  that  in 
the  first  half  of  1966  actually  ran  at  an  annual  rate  of  $3  biflion  surplus.  Speaking 
on  September  8,  the  President  could  say  that  since  January  1,  the  Government 
has  taken  in  more  than  it  spent. 

The  President  has  placed  before  the  Congress  further  fiscal  recommendations: 
suspension  for  16  months  oftspecial  tax  incentives  to  business  plant  and  equipment 
investment.  And  he  has  undertaken  a  further  wide  range  of  actions  to  reduce 
Federal  outlays,  including  a  promise  to  cut  actual  spending  far  below  what  has 
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been  authorized  by  the  Congress  where  authorizations  exceed  the  fiscal  1967 
budget. 

The  Working  Party  Three  recommendations  called  also  for  further  improve- 
ment in  the  implementation  of  general  monetary  policy.  In  the  United  States, 
monetary  policy  has  been  used  actively  during  the  past  year  to  dampen  excess 
spending  by  restricting  the  availability  of  credit  in  the  face  of  a  strong  surge 
in  demands  for  credit.  In  the  process,  interest  rates  have  risen  to  heights  unprec- 
edented for  40  years.  All  the  instruments  of  general  monetary  policy — open 
market  operations,  reserve  requirement  changes  and  discount  policy — have  been 
used  during  the  past  year  and,  most  recently  there  have  been  innovations  in 
their  use. 

We  have  also  been  making  selective  use  of  both  fiscal  and  monetary  weapons 
as  the  Adjustment  Process  Report  likewise  recommended.  When  the  danger  of 
excess  demand  first  appeared  early  this  year,  we  took  both  monetary  and  fiscal 
actions  designed  to  restrain  general  demand.  Now  that  excess  activity  has  become 
centered  in  the  area  of  business  investment,  the  President  has  asked  the  Congress 
to  enact  selective  restraints  in  that  area,  by  suspending  special  tax  incentives 
to  investment.  Meanwhile,  the  Federal  Reserve  has  adapted  its  discount  ad- 
ministration so  as  to  intensify  the  pressure  on  banks  to  dampen  loans  to  finance 
business  investment  spending.  And  because  excessive  competition  for  savings 
among  financial  institutions  was  having  disproportionate  efi"ects  on  some  sectors 
of  the  economy,  we  developed  and  won  congressional  approval  for  additional 
authority  by  the  regulatory  agencies  over  interest  rates  permissible  for  difi"erent 
types  of  deposits. 

We  expect  this  wide  ranging,  varied  and  flexible  mix  of  measures  to  exert 
effective  control  upon  deiBand  in  the  United  States  such  as  the  Fund  report  for 
this  year  suggests  would  be  desirable.  We  also  expect  it  to  succeed,  because  of 
the  careful  selection  and  the  variety  of  instruments  used,  without  bringing  about 
a  harmful  deflation. 

At  the  same  time,  President  Johnson  recently  declared  to  the  Congress : 

"Decisions  made  elsewhere  will  influence  our  defense  needs  in  Vietnam.  Because 
we  cannot  control  or  predict  these  outcomes,  we  cannot  blueprint  our  fiscal 
measui'es  in  the  months  ahead.  But  should  additional  fiscal  measures  be  required 
to  preserve  price  stability  and  maintain  sound  fiscal  policies,  I  will  recommend 
them." 

Improving  the  world  system  of  financial  and  economic  cooperation 

One  of  the  critically  important  areas  in  which  we  can  and  should  be  moving 
currently  toward  a  more  rational  world  economy  lies  in  improvements  that  can 
be  made  in  the  world  system  of  financial  cooperation. 

At  the  center  of  this  system  lies  the  International  Monetary  Fund  and  the 
truly  remarkable  network  of  institutions  and  arrangements  that  has  been  de- 
veloped to  work  with  or  alongside  the  Fund  in  the  task  of  international  economic 
problem  solving. 

One  of  these  is  the  "General  Arrangements  to  Borrow."  Another  is  the  coopera- 
tive network  of  reciprocal  swap  facilities  developed  by  the  United  States  and  a 
number  of  other  countries  that  has  recently  been  enlarged  to  a  total  of  $4.5 
billion. 

There  is  less  certainty  that  we  have  made  progress  in  the  field  of  the  composi- 
tion of  reserves.  Rising  gold  ratios,  at  a  time  wlien  supplies  of  new  monetary 
gold  are  limited,  weaken  rather  than  reinforce  the  system. 

The  improvements  to  date  in  the  international  monetary  system  that  serves 
the  nations  gathered  here  have  been  on  the  whole  defensive. 

What  is  needed  now  is  a  positive  advance:  a  widening  of  the  financial  channels 
running  between  our  nations,  deepening  of  them  so  that  they  can  carry  greater 
loads,  and  extension  of  them  so  that  they  reach  more  directly  into  all  our  lands. 

For  several  years  and  in  several  international  forums  we  have  been  intensely 
occupied  with  world  trading  arrangements  in  recognition  of  the  necessity  of 
expanding  the  volume  and  improving  the  How  of  world  commerce  and,  particu- 
larly, of  increasing  the  participation  of  the  developing  countries  in  this  commerce. 
In  the  Kennc^dy  Round  of  the  GATT  trade  negotiations,  we  have  now  entered 
the  crucial  phase  of  activity. 

Another  aspect  of  the  future  will  be  a  different  payments  situation  from  the 
one  that  has  prevailed  in  the  past  two  decades,  when  the  world's  reserves  have 
grown  chiefly  due  to  United  States  payments  deficits. 
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It  is  these  deficits,  chiefly,  that  have  provided  successively  to  a  number  of 
countries  the  reserves  which  have  given  them  the  courage  to  liberaHze  their 
trade  restrictions  and  have  thus  in  a  sense  floated  the  great  increase  in  world 
trade  that  has  taken  place  in  recent  years.  There  is  a  realization  that  the  world 
cannot  look  to  continued  U.S.  payments  deficits  to  supply  reserves  in  the  future 
on  the  scale  that  they  have  in  the  past,  without  unacceptable  risks  to  the  stabihty 
of  the  international  monetary  system.  So  we  are  moving  toward  equilibrium  in 
our  payments  as  fast  as  the  unusual  and  temporary  foreign  exchange  costs  of  the 
war  in  Vietnam  will  permit. 

Such  large  reductions  in  reserves  as  have  occurred  have  affected  the  reserve 
currency  countries  and  those  countries  that  had  unusually  high  reserves  at  the 
end  of  World  War  II.  That  is,  where  reserves  were  too  concentrated  at  that 
time,  they  have  been  redistributed.  But,  that  process — having  taken  place — 
cannot  be  expected  to  continue  under  normal  conditions — and  further  dispersion 
at  the  expense  of  the  reserve  currencies  does  not  strengthen  the  monetary  system 
as  a  whole. 

We  must  also  keep  in  mind  the  fact  that  changes  are  taking  place  that  are 
greatly  increasing  demand  for  goods  and  services.  For  example,  the  world  popu- 
lation is  expanding  at  a  startling  rate.  The  world's  ability  to  produce  and  trans- 
port is  rising  exponentially,  due  to  leaping  growth  in  our  technological  and 
scientific  capabilities. 

Many  more  people,  wanting  many  more  goods  and  services,  and  increasingly 
able  to  earn  them  will  require  a  very  substantial  rise  in  the  world's  needs  for 
reserves.  While  we  must  not  make  the  mistake  of  confusing  money,  the  lubricant, 
with  incomes  which  provide  the  fuel  for  the  whole  economic  machine,  it  is  equally 
unwise  not  to  give  proper  care  to  an  adequate  supply  and  use  of  lubricant. 

We  must  not  let  it  be  said  that  we  were  the  generation  of  finance  ministers 
who  insisted  that  new  mountains  of  the  world's  products  could  be  carried  to 
untold  new  millions  of  the  world's  people  waiting  and  eager  for  them,  on  an 
economic  machine  which  we  refused  to  lubricate  adequately. 

On  July  10,  1965,  I  announced  that  the  United  States  stood  ready  to  attend 
and  participate  in  an  international  monetary  conference  that  would  consider 
what  steps  we  might  jointly  take  to  secure  substantial  improvements  in  inter- 
national monetary  arrangements. 

Progress  in  the  direction  of  better  monetary  arrangements,  including  assurance 
of  adequate  reserves  in  the  future,  is  our  decided  purpose.  With  each  passing 
month  our  determination  to  move  in  that  direction  has  increased.  The  report 
of  the  Deputies  of  the  Group  of  Ten  submitted  this  summer,  the  action  of  the 
Ministers  and  Governors  at  The  Hague  on  July  28,  the  address  of  Managing 
Director  Schweitzer  of  the  Fund,  and  the  expressions  of  Governors  at  this  meet- 
ing confirm  our  conviction  that  the  time  for  decisive  action  is  here. 

We  stand  now  at  the  threshold  of  the  second  stage  of  our  negotiations  aimed 
at  improving  international  monetary  arrangements.  This  stage  follows  upon 
agreement  on  basic  points  of  contingency  planning  for  reserve  creation  by  the 
Ministers  and  Governors  of  the  Group  of  Ten. 

A  fundamental  basis  of  the  discussions  among  the  Group  of  Ten  countries 
was  that  all  countries  have  a  legitimate  interest  in  the  adequacy  of  international 
reserves.  As  a  consequence,  it  was  agreed  that  second  stage  discussions  should 
include  joint  meetings  with  the  Executive  Directors  of  the  Fund.  It  was  also 
agreed  that  deliberately  created  reserve  assets,  as  and  when  needed,  should  be 
distributed  to  all  members  of  the  Fund  on  the  basis  of  IMF  quotas  or  of  similar 
objective  criteria.  Reserves  distributed  in  this  manner  would  be  created  on  the 
basis  of  a  collective  judgment  of  the  reserve  needs  of  the  world  as  a  whole  and 
would  not  be  either  geared  or  directed  to  the  financing  of  balance-of-payments 
deficits  of  individual  countries. 

I  believe  these  are  sound  recommendations.  I  hope  and  trust  that  a  specific 
plan  for  deliberate  reserve  creation  will  emerge  from  this  second  stage  to  become 
the  subject  of  action  by  the  Fund  Governors  no  later  than  the  next  annual 
meeting. 

The  burdens  of  supporting  freedom 

The  United  States  has  raised  a  shield  against  aggression  in  Southeast  Asia — as 
earlier  in  Europe  and  the  Middle  East.  We  fight  there  together  with  our  Viet- 
namese friends  whose  homes,  and  lives  and  country  are  threatened,  and  with 
the  help  of  our  allies  from  Austraha,  South  Korea,  and  the  Phihppines. 
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The  homes,  the  lives,  and  the  national  integrity  of  every  free  man — of  every 
free  nation — in  the  entire  world  lies  in  tlu;  shelter  of  that  shield. 

In  closing,  I  want  to  refer  back  to  the  U.S.  balance-of-pay meats  position  and, 
in  this  way,  pull  together  tlu;  threads  of  my  speech. 

Last  year,  our  payments  deficit  was  $1.3  billion  on  a  liquidity  basis.  Tiiis  year 
so  far,  it  is  running  at  about  that  same  rate — despite  a  rapid  stepup  of  activity 
in  Southeast  Asia.  We  have  done  well — in  the  face  of  very  adverse  circumstances. 

If  we  have  not  made  further  progress  in  our  balance-of-payments  position  this 
year,  the  chief  reason  is  the  foreign  exchange  costs  of  the  shield  of  freedom  that 
1  have  just  been  discussing. 

The  United  States  has,  at  present,  a  net  international  payments  deficit  on 
military  account  of  $2.6  billion — this  is  not  the  budgetary  cost  but  the  foreign 
exchange  drain. 

We  have  a  net  deficit  on  foreign  aid  account — after  tying — of  about  three- 
quarters  of  a  billion  dollars. 

The  total  of  these  two  items  taken  together  is  about  two  and  a  half  times  our 
overall  deficit. 

As  I  have  already  said,  we  have  used  fiscal  and  monetary  policy  to  keep  our 
domestic  economy  in  an  attitude  of  sustainable  growth.  We  are  prepared  to  do 
more — as  and  when  needed.  The  President  has  made  this  very  clear.  We  already 
have  adopted  some  restraints  on  capital  and  tightened  our  assistance  policies  to 
minimize  the  balance-of-payments  cost  of  this  assistance. 

My  point  is  a  simple  one. 

We  want  and  intend  to  attain  balance — we  do  not  intend  in  the  future  to  meet 
the  world  reserve  needs  by  an  American  deficit.  The  costs  of  Vietnam  have  made 
the  task  more  difficult,  to  b(;  sure. 

The  question  is,  therefore,  not  "whether"  but  "how,"  to  attain  both  our  in- 
terim and  longer  term  objectives. 

Under  present  circumstances,  there  are  three  broad  possibilities.  We  can  apply 
general  and  selective  measures  that  shrink  the  net  flow  of  dollars  to  the  rest  of 
the  world  without  any  conscious  geographical  selection — that  is,  wherever  these 
measures  happen  to  impinge.  This  course,  we  suspect,  is  likely  to  mean  that,  in 
the  first  instance,  a  number  of  developing  countries  and  deficit  countries  would 
feel  the  first  impact  in  a  shrinkage  of  their  dollar  receipts,  or  their  ability  to 
command  real  resources,  or  both.  Only  at  a  later  stage  would  the  needed  adjust- 
ment of  the  persistent  surplus  countries  take  place,  as  a  result  of  the  effect  of 
this  shrinkage  in  the  purchasing  power  of  the  intermediate  countries  on  the  hard 
core  of  the  world's  imbalances  in  these  surplus  countries. 

The  second  course  would  be  to  tailor  our  measures  to  the  maximum  extent 
possible  to  concentrate  the  adjustment  on  surplus  countries.  Measures  that 
affect  capital  outflow  could  in  large  degree  be  so  directed.  Indeed,  our  voluntary 
restraints  on  capital  represented  a  first,  albeit  cautious,  step  in  this  direction,  as 
did  the  interest  equalization  tax.  But  as  economic  as  this  course  would  seem  to 
be,  it  is  not  without  problems,  as  you  well  know. 

Finally,  there  is  the  possibihty  that  the  burden  of  adjustment  might  be  shared 
in  a  more  positive  way  with  the  surplus  countries.  By  this,  I  mean  that  the  surplus 
countries  would  follow  more  active,  instead  of  passive,  policies  in  their  pursuit  of 
equiUbrium.  I  say  this  although  quite  aware  that  such  a  course  is  not  without 
difficulty  for  the  major  surplus  countries.  But  I  say  this  nevertheless  because  it 
is  clear  to  me  that  this  course  is  the  most  efficient,  if  not  the  only  means  of  taking 
into  full  account  all  aspects  of  the  relationship  of  the  pursuit  of  equilibrium  to 
the  total  objectives  of  a  rational  world  economic  order. 

The  answer  to  this  question  as  to  how  the  objectives  are  to  be  attained  is  not 
one  for  the  United  States  alone  to  answer.  How  it  will  be  answered  depends  on  the 
composite  result  of  our  own  efforts  and  the  policies  of  other  countries,  particular]}' 
the  countries  in  persistent  surplus.  Measures  taken  by  the  deficit  countries  might 
have  to  be  quite  drastic  if  surplus  countries  follow,  whether  by  design  or  otherwise, 
policies  that  tend  to  preserve  these  surpluses. 

Here,  as  elsewhere,  it  is  our  hope  that  we  can  continue  to  seek  solutions  through 
close  and  rational  cooperation,  both  in  the  interim  period  and  in  the  longer  run. 
We  seek  a  world  in  wliich  nations  work  and  consult  together,  understand  each 
other's  capacities  for  action,  and  allow  their  policies  to  fit  together.  A  combined 
forward  thrust  is  the  desideratum — indeed  it  is  necessary — if  our  combined 
resources  and  efforts  are  to  meet  the  impressive  demands  of  the  years  and  decade 
ahead. 
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Exhibit  45. — Statement  for  the  press,  September  29,  1966,  by  Secretary  Fowler  on 
the  1966  annual  meeting  of  the  International  Monetary  Fund  and  the  Inter- 
national Bank  for  Reconstruction  and  Development 

I  am  gratified  that  the  Governors  of  the  International  Monetary  Fund  have 
supported  proposals  for  broadening  and  intensifying  negotiations  on  the  deliberate 
creation  of  international  reserves. 

Practically  all  the  Governors  who  addressed  the  meeting  endorsed  the  creation 
of  a  contingency  plan  to  make  this  possible,  with  outright  opposition  from  only 
two  countries — France  and  Chad. 

I  am  also  pleased  that  IMF  Managing  Director  Schweitzer  recommended  a 
series  of  joint  meetings  of  the  Executive  Directors  of  the  International  Monetary 
Fund  and  the  Deputies  of  the  Group  of  Ten,  to  develop  solutions  of  this  problem. 

This  second  stage  of  negotiations  would  include  representation  of  the  full 
membership  of  the  International  Monetary  Fund.  Support  for  it  came  both  from 
countries  outside  the  Group  of  Ten  and  the  members  of  the  Group  of  Ten  who 
reaffirmed  on  Sunday  their  recommendations  made  earlier,  in  July  at  The  Hague. 

In  my  remarks  at  this  annual  meeting  I  stressed  the  need  for  a  greater  sense  of 
urgency  and  determination  in  pushing  negotiations  to  a  successful  conclusion,  and 
I  expressed  the  hope  of  completing  the  development  of  a  specific  contingency  plan 
for  deliberate  reserve  creation  in  time  for  the  next  annual  meeting. 

I  repeat  the  commendation  I  made  in  that  speech  of  the  emphasis  and  the  sense 
of  urgency  expressed  in  a  recent  report  of  the  Subconunittee  on  International 
Exchange  and  Payments  of  the  Joint  Economic  Committee  of  the  U.S.  Congress 
concerning  negotiations  and  enhanced  international  cooperation  in  the  field  of  aid, 
trade,  international  monetary  reform,  and  the  better  working  of  the  adjustment 
process  in  the  international  balance  of  payments. 

During  this  IMF  meeting,  in  a  series  of  informal  conferences  which  I  held  with 
the  Fund  Governors  from  Africa-Asia,  Latin  America,  and  other  non-Group  of 
Ten  countries,  I  have  discovered  very  wide  support  for  strengthening  and  improv- 
ing international  monetary  arrangements. 

With  reference  to  suggestions  by  President  Woods  of  the  World  Bank  and  many 
Governors,  that  develop^iient  assistance  should  be  increased,  I  would  emphasize 
the  readiness  of  the  United  States  to  participate  in  an  expansion  of  the  resources 
of  the  International  Development  Association  on  a  basis  that  takes  account  of  the 
balance-of-payments  situations  of  the  principal  donor  countries.  I  call  upon  donor 
countries  enjoying  balance-of-payments  surpluses  to  devote  these  surpluses  in 
greater  measure  to  development  financing,  as  an  important  aspect  of  strengthening 
the  international  monetary  system  as  a  whole. 


Exhibit  46. — Remarks  by  Secretary  Fowler,  as  Governor  for  the  United  States, 
November  25,  1966,  at  the  inaugural  meeting  of  the  Asian  Development  Bank, 
Tokyo,  Japan 

This  inaugural  meeting  of  the  Board  of  Governors  of  the  Asian  Development 
Bank  is  one  of  the  landmark  events  in  contemporary  Asian  aff"airs.  It  is  one  of 
those  exceptional  commencements  that  has  recognizable  historical  significance 
even  to  contemporaries.  It  has  that  quality  and  importance — like  Bretton  Woods 
or  the  U.N.  Charter  Conference  at  San  Francisco — that  causes  men,  in  future 
years,  to  recall  with  satisfaction,  "I  was  there." 

And  because  President  Johnson  believes  that  is  so  he  has  given  me  a  message 
which  I  have  the  honor  to  bring  to  tliis  distinguished  assemblage. 
"Dear  Secretary  Fowler: 

"You  go  to  Japan  as  my  personal  representative  and  leader  of  an  American 
delegation  to  join  with  friends  from  Asia,  the  Pacific,  and  elsewhere  in  the  world 
in  a  historic  event — the  formal  inaugural  of  the  Board  of  Governors  of  the  Asian 
Development  Bank. 

"This  is  a  milestone  in  man's  continuing  efforts  to  bring  together  the  resources 
and  energy  of  many  nations  to  achieve  economic  progress  and  to  fulfill  their 
common  aspirations. 

"It  is  a  tribute  to  the  nations  of  Asia  who  met  the  challenge  by  taking  the 
initiative  and  seeing  to  successful  completion  the  charter  enrollment  of  30  nations, 
the  subscription  of  nearly  $1  billion,  and  a  plan  for  cooperation. 

277-468—68 23 


324   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

"I  am  proud  that  the  United  States  shares  in  this  great  endeavor  which  holds 
so  much  promise  for  the  future. 

"At  Johns  Hopkins  University  last  year  T  said:  'The  first  step  is  for  the  countries 
of  Southeast  Asia  to  associate  themselves  in  a  greatly  expanded  cooperative 
effort  for  dcvclopmcnit.'  At  that  time  I  also  appointed  a  team,  headed  by  Mr. 
Eugene  Black,  to  work  in  this  direction  with  our  friends  in  Asia.  The  rapid  com- 
pletion of  the  design  and  negotiation  of  the  Asian  Development  Bank  is  the 
first  great  fruit  of  a  year  and  half's  extraordinary  cooperative  effort  by  the  gov- 
ernments and  peoples  of  the  region. 

"The  Asian  Development  Bank  will  harness  that  knowledge  and  employ  the 
common  resources  and  skills  of  its  members  toward  that  goal. 

"Please  convey  to  the  Governors  of  the  Asian  Development  Bank,  Mr.  Secre- 
tary, my  warmest  congratulations  on  an  auspicious  beginning.   Please  reaffirm 
to  the  delegations  present  that  the  American  people  remain  determined  to  share 
with  others  in  this  great  adventure  in  human  progress  and  development. 
"Sincerely, 

"Lyndon  B.  Johnson." 

Our  meeting  is  the  culmination  of  an  organizing  process  that  has  been  truly 
remarkable  in  a  number  of  ways.  It  is  remarkable  for  how  much  has  been  accom- 
plished in  so  brief  a  time.  It  is  remarkable  also  for  the  consensus  and  unity  of 
purpose  that  prevailed  at  each  step  of  the  way,  from  the  Bangkok  Conference 
to  the  Manila  Signing  Conference  and  the  present  day.  That  such  a  major  under- 
taking proceeded  so  expeditiously  is  convincing  proof  that  all  of  those  forces 
and  conditions  that  shape  decisive  events  called  for  the  establishment  of  the 
Asian  Development  Bank.  I  am  proud  that  my  country — responding  to  Asian 
initiative — shared  in  the  Bank's  creation.  It  is  a  pride  each  of  us  here  can  share. 

Regional  cooperation 

This  meeting  has  deep  meaning.  The  presence  of  the  representatives  of  the 
regional  member  countries  signifies  that  the  nations  of  Asia  have  perceived  a 
new  path  toward  the  realization  of  their  great  and  collective  destiny — the  path 
of  regional  cooperation. 

The  path  of  regional  cooperation  has  many  byways.  Not  every  byway  holds 
the  same  promise.  In  the  past,  where  the  approach  has  been  outwardlooking 
and  imaginative,  we  have  seen  that  immense  benefits  can  be  realized.  But  there 
is  no  ready  map.  The  course  of  Asian  regionalism  must  be  charted  by  Asia  herself. 

Asia  is  comprised  of  many  countries  differing — in  wonderful  degree — in  history, 
culture,  tradition,  attitude,  and  stage  of  economic  development.  In  one  sense, 
this  Bank  signifies  that  these  many  countries  are  prepared,  with  others,  to  commit 
financial  resources  to  a  new  cooperative  venture  which  has  as  its  aim  a  richer 
material  way  of  life.  In  a  broader  sense,  the  Bank  signifies  that  these  countries 
are  willing  to  fuse  and  harness  an  extraordinarily  rich  diversity  of  national 
talent  and  experience  in  a  venture  that  has  as  its  guiding  spirit  better  under- 
standing and  closer  harmony,  both  within  Asia  and  between  Asia  and  other 
member  states.  The  Bank  represents  a  blending  of  aspirations  and  efforts,  as 
well  as  of  financial  resources.  The  welcome  addition  of  Indonesia  to  the  Bank's 
membership  yesterday  is  another  example  of  this  spreading  regional  cooperation. 

The  presence  here  of  representatives  of  non-Asian  member  countries  is  a 
recognition  of  a  new  spirit  in  Asia  and  the  Pacific.  This  new  spirit  projects  a 
message,  strong  and  clear,  to  the  covm tries  outside  the  region.  The  message  is 
that  external  resources  can  be  put  effectively  to  work  in  Asia  and  that  these 
resources  will  be  managed  with  prudence  and  imagination  by  Asians  themselves 
through  a  cooperative  Asian  institution,  to  create  faster  rates  of  real  economic 
growth. 

This  message  is  being  heard.  My  presence  and  that  of  representatives  of  other 
nonregional  countries  indicate  that  in  view  of  Asia's  determination  to  help 
herself,  we  are  prepared  to  join  in  support  of  Asia's  efforts.  We  have  pledged 
economic  and  human  resources  to  the  task  of  Asian  development. 

The  success  of  a  regional  organization  depends  not  only  on  the  creation  of 
orderly  and  fruitful  arrangements  within  the  region,  but  also  on  strengthened 
ties  between  the  region  and  the  rest  of  the  world.  The  presence  of  12  nonregional 
members  here  as  contril)utors  and  members  is  evidcnice  of  that  fact  that  these 
ties  are  already  Ijeing  woven  and  with  many  strands.  At  this  meeting,  by  ap- 
proving the  membership  application  of  Switzerland,  we  take  another  step  toward 
broadening  the  nonregional  membershii)  of  the  Bank,  thus  increasing  its  world- 
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wide   base   of  support  while  preserving  its  fundamentally   Asian   character.    I 
look  forward  to  further  progress  in  this  direction. 

U.S.  support  for  Asian  efforts 

These  new  initiatives  in  Asia  have  the  warm  support  of  the  American  people. 
As  President  Johnson  said  on  his  recent  trip  to  Asia  and  the  Pacific: 

"We  in  the  United  States  have  long  been  the  friends  of  those  who  have  worked 
toward  unity  in  Western  Europe,  toward  economic  integration  in  Latin  America, 
and  toward  stronger  regional  ties  among  the  young  nations  of  Africa.  We  shall 
also  be  the  friends  and  partners  of  those  in  Asia  who  want  to,  and  who  are  willing 
now  to,  work  together  to  fashion  their  own  destiny.  From  you  must  come  initiative 
and  leadership.  From  us  will  come  cooperation." 

In  signing  the  Asian  Development  Bank  Act  providing  for  U.S.  membership. 
President  Johnson  in  March  1966  characterized  the  Bank  as  "a  union  against 
the  involuntary  economic  servitude  imposed  on  the  people  of  Asia  by  the  time 
and  circumstances,  and  by  neighbor  and  nature."  Nor  is  the  President  alone  in 
his  firm  support  of  the  Asian  efforts  and  hopes  that  have  their  embodiment  in 
this  Bank.  Support  by  the  Congress  of  the  United  States  for  the  Asian  Bank 
legislation  has  been  overwhelming,  and  nine  Members  of  the  Congress  of  the 
United  States  came  with  me  to  Tokyo  to  bear  witness  to  that  support. 

The  establishment  of  the  Bank  is  an  accomplished  fact.  The  Asian  nations  have 
achieved  this.  We  do  not  propose  American  approaches  to  the  problems  ahead. 
Our  role  as  a  non-Asian  country  is  to  assist,  to  help,  to  encourage,  to  support. 
We  intend  to  continue  such  support.  But  our  support  must  be  consistent  with 
our  overriding  responsibility  and  obligation  to  achieve  and  maintain  a  reasonable 
equilibrium  in  our  own  balance  of  payments  and  thus  help  preserve  the  continued 
sound  working  of  the  international  financial  sj^stem,  of  which  a  dollar  "as  good 
as  gold"  is  a  crucial  element.  In  the  final  analysis,  regional  development  has 
promise  and  viability  only  in  the  context  of  an  orderly,  smoothly  functioning 
world  monetary  system. 

The  role  of  the  Bank 

Through  our  individual  national  actions,  we  have  brought  this  institution  into 
existence  with  a  subscribed  capital  of  nearly  $1  billion.  The  Bank  has  the  power 
to  make  loans  on  normal  repayment  criteria.  It  has  the  power  to  devote  some 
of  its  resources  to  loans  that  require  special  repayment  terms.  It  has  the  power 
to  augment  its  resources  by  borrowing,  in  time,  and  as  circumstances  require  and 
permit.  And  it  has  the  power  to  administer  funds  given  to  it  for  special  purposes. 
In  short,  it  commences  life  with  powers  commensurate  with  responsibilities. 

For  this,  thanks  are  due  to  the  Bangkok  Conference  of  October  of  last  year, 
which  performed  an  altogether  remarkable  job  in  producing  a  charter  sound  in 
banking  principles  and  yet  flexible  enough  to  enable  the  Bank  to  adapt  to  new 
circumstances  and  changing  demands.  Those  who  helped  shape  this  document 
can  well  be  proud  of  their  creation.  Those  who  affixed  their  signatures  to  it  in 
Manila  in  December  1965  can  share  that  pride.  And  we,  here,  who  participate 
in  this  inauguration,  are  privileged  to  launch  this  week  an  institution  destined 
to  influence  lives  and  events  in  ways  which,  while  not  presently  foreseeable  in 
detail,  will  surely  be  in  the  common  interest  of  us  all. 

As  to  the  Bank's  immediate  objective,  I  make  no  more  sophisticated  a  suggestion 
than  that  it  concentrate  its  energies  and  skills  first  and  foremost  on  becoming 
a  banking  institution.  Prudent  management  of  funds,  high  standards  of  loan 
appraisals  which  take  into  account  the  borrowers'  own  efforts  and  economic 
performance,  policies  that  permit  accumulation  of  adequate  reserves,  adminis- 
trative and  personnel  policies  aimed  at  efficiency  and  economy  of  operation — • 
these  are  the  factors  of  which  reputation  is  made.  These  are  critical  to  the  Bank's 
meeting  the  responsibilities  that  each  of  us  has  entrusted  to  it.  Furthermore, 
to  an  important  degree,  the  Bank's  performance  under  these  headings  will  deter- 
mine how  soon  and  on  what  terms  the  Bank  will  be  in  a  position  to  borrow  in 
private  capital  markets  and  achieve  the  diversified  financial  base  envisaged  in 
its  charter. 

With  its  Asian  viewpoint  and  with  its  ability  to  attract  Asian  and  non-Asian 
funds,  this  institution  has  opportunities  not  now  readily  met — if  met  at  all — 
by  extraregional  organizations,  whose  focus  extends  far  beyond  the  region,  or 
subregional  organizations,  whose  activities  must  necessarily  be  of  smaller  di- 
mension. As  article  2  of  the  charter  states,  the  Bank  can  contribute  not  only 
to    national    economic    growth    within    the    region,    but    "harmonious    economic 
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growth  of  the  region  as  a  whole."  It  serves  as  a  possible  nucleus  around  which 
broader  forms  of  cooperation  can  grow.  And  it  serves  as  a  logical  Asian  link  with 
other  international  organizations,  with  which  skills  and  experience  can  fruitfully 
be  shared. 

Special  funds  will  undoubtedly  be  an  element  in  the  broader  role  the  Bank 
can  play.  A  start  can  perhaps  be  made  in  this  direction  while  the  Bank  is  con- 
solidating its  position  as  a  banking  institution. 

I  am  confident  tliat  Asian  ingenuity  will  uncover  many  other  approaches, 
enabling  the  Bank  to  perform  as  the  catalytic  force  for  regional  economic  co- 
operation, in  Asia  and  the  Pacific.  And  I  am  further  confident  that  as  the  Bank's 
skills  and  reputation  as  a  banking  institution  emerge,  it  will  find  ways  of  bringing 
its  knowledge  and  expertise,  as  well  as  its  financial  resources,  to  bear  on  problems 
and  opportunities  of  common  concern  in  the  years  ahead.  I  would  hope  that  the 
Bank  very  early  in  its  operations  would  devote  special  emphasis  to  technical 
assistance  for  project  preparation  and  feasibility  studies. 

Conclusion 

Mr.  Chairman,  we  have  done  well  to  entrust  the  management  of  the  daily 
affairs  of  the  Bank  to  Mr.  Takeshi  Watanabe  of  Japan.  He  is  an  able  and  consci- 
entious leader,  whose  experience  eminently  fits  him  for  his  new  position.  We  have 
every  confidence  in  his  wisdom  and  judgment.  On  behalf  of  the  United  States,  I 
offer  him  congratulations  and  best  wishes  for  a  successful  term  of  office. 

As  the  newly  elected  Directors  take  up  their  responsibilities,  I  offer  our  best 
wishes  to  then!  as  well.  They  will  take  up  these  duties  at  the  Bank's  permanent 
headquarters  in  Manila,  a  city  already  the  scene  of  historic  events  in  the  emerging 
pattern  of  Asian  cooperation  and  destined  with  the  establishment  of  the  Bank,  for 
a  still  more  extensive  and  vital  role. 

Our  proceedings  would  not  be  complete  without  special  tribute  to  two  men.  U 
Nyun  patiently  and  steadfastly  pursued  his  vision  of  a  regional  bank  for  Asia.  He 
guided  the  discussions  and  helped  find  the  way  to  agreement  on  the  document  that 
now  is  the  fundamental  charter  of  the  Bank.  Eugene  Black  drew  upon  his  long 
years  of  experience  as  President  of  the  World  Bank  in  offering  sound  counsel  to 
"the  deliberations  within  ECAFE.  His  imprint,  that  of  the  wise  international 
banker  alert  to  the  limits  of  the  political  framework  within  which  the  Bank  is 
established,  is  evident  in  the  wide  and  immediate  acceptability  the  charter  found 
among  the  nations  involved. 

Two  institutions — the  World  Bank  and  the  Inter-American  Bank — likewise 
played  special  roles  in  the  establishment  of  the  Bank,  rendering  valuable  assistance 
unstintingly.  Their  assistance  carried  with  it  the  authority  of  those  who  have  been 
successful.  The  basis  has  been  laid  for  a  continuing  cooperative  relationship  among 
the  institutions,  in  their  own  and  in  joint  areas  of  endeavor. 

We  can  leave  Tokyo  and  the  gracious  hospitality  afforded  by  our  hosts  in  the 
knowledge  that  the  Asian  Development  Bank  has  begun  its  career  in  auspicious 
circumstances.  We  can  also  leave  in  the  knowledge  that  in  this  room,  the  twain  of 
East  and  West  have  met,  on  the  common  ground  of  mutual  respect  and  joint 
endeavor. 

Let  us  take  from  this  meeting  a  renewed  spirit  of  international  goodwill  and  a 
strong  resolve  to  continue  to  provide  in  unison  the  leadership  and  resources  that 
will  give  the  people  of  Asia  a  better  life  and  a  new  faith  in  the  future. 


Exhibit  47. — Statement  by  Secretary  Fowler,  December  13,  1966,  on  the  balance- 
of-payments  program  for  1967 

Secretary  of  the  Treasury  Fowler  announced  today  that  President  Johnson  has 
approved  the  recommendation  of  the  Cabinet  Committee  on  Balance  of  Payments 
that  the  Voluntary  Cooperation  Program  for  U.S.  business  corporations  and 
financial  instututions  be  continued  in  1967. 

The  President  said  in  a  Tncmoraudum  1,o  Secretary  Prowler,  who  is  Chairman  of 
the  Cal)inet  r!omniittc(^  on  Balance  of  Payments,  that  our  "overall  objective  in 
10G7  should  be  to  contiinic  to  move  toward  balance-of-payments  equilibrium  as 
fast  as  th(!  continuing  foreign  exchanges  costs  of  Vietnam  permit."  The  President 
agreed  witli  the  judgment,  of^  the  ('ahinet  ('oniinittee  that,  to  achieve;  that  objective 
"requires  a  continucid  detisrmined  program  to  restrain  both  (Jovernment  overseas 
expenditures  and  private  capital  flows." 
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The  President  further  underscored  this  point  as  follows: 

"Maintaining  the  shield  of  freedom  in  Vietnam  dons  not  i-eliev(!  us  of  the 
obligation  to  keep  the  outflow  of  dollars  within  jjrudent  limits.  We  nuist  continue 
to  make  progress  toward  equilibrium  as  fast  as  tlie  continued  suljstantial  costs  of 
Vietnam  will  permit.  We  will,  therefore,  call  upon  American  bankers  and  busi- 
nessmen to  continue  their  cooperation  during  this  period  of  difficulties." 

The  Voluntary  Cooperation  Program,  which  is  administered  by  the  Commerce 
Department  for  business  corporations  and  by  the  Federal  Reserve  Board  for 
financial  institutions,  wiU  continue  to  be  entirely  voluntary,  involving  neither 
specific  legislative  authority,  compulsory  participation,  nor  mandatory  standards 
of  performance.  While  both  programs  for  1967  continue  the  approach  and  format 
of  the  1966  program,  the  suggested  targets  for  1967  are  designed  to  result  in  a 
greater  contribution  to  the  balance  of  payments  than  the  targets  suggested  for 
1966.  The  special  positions  allowed  in  the  programs  of  prior  years  to  less  devel- 
oped countries,  the  United  Kingdom,  Japan,  and  Canada  are  being  continued. 

The  Commerce  Department  program  calls  upon  the  participating  corporations 
to  increase  their  1967  contributions  on  the  major  selected  transactions  by  at 
least  $2  billion  above  the  1966  level.  In  achieving  this  objective,  corporations 
are  again  being  urged  to  review  their  plans  to  see  if  any  projects  in  programed 
countries  can  be  canceled,  postponed,  or  refinanced  in  order  to  lessen  their  adverse 
impact  on  the  balance  of  payments  next  year.  The  specific  target  for  direct  in- 
vestment capital  transactions  asks  the  corporations  to  limit  the  average  annual 
rate  of  these  transactions  in  programed  countries  in  1966  and  1967  to  no  more 
than  120  percent  of  the  annual  average  level  during  the  years  1962-64. 

With  respect  to  the  Federal  Reserve  Board's  program,  it  was  noted  that  as  of 
October  1,  1966,  there  existed  a  potential  leeway  for  an  outflow  of  bank  credit 
in  the  neighborhood  of  $1.2  billion.  For  this  reason  the  Federal  Reserve  program 
for  commercial  banks  for  1967  suggests  that  there  be  no  increase  in  the  current 
ceiling  of  109  percent  of  claims  outstanding  as  of  the  end  of  1964.  For  smaller 
banks,  however,  extra  room  to  expand  their  loans  is  allowed. 

Each  bank  is  requested  not  to  use  more  than  10  percent  of  its  leeway  to  expand 
nonexport  credits  to  developed  countries  between  October  1,  1966,  and  Decem- 
ber 31,  1967.  For  all  banks  combined  this  would  leave  over  $1  billion  for  the 
expansion  of  export  credits  and  loans  to  less  developed  countries. 

The  proposed  program  for  the  nonbank  financial  institutions  for  1967  replaces 
with  a  single  guideline  the  three  different  guidelines  used  in  the  1966  program. 
This  will  permit  an  increase  of  5  percent  in  outstanding  foreign  assets  covered 
under  the  program  over  the  fifteen  months  from  October  1,  1966,  through  Decem- 
ber 31,  1967.  The  suggested  target  ceilings  would  allow  for  increases  in  these 
assets  between  October  1,  1966,  and  December  31,  1967,  of  about  $100  miUion. 

The  Secretary  noted  that  the  Voluntary  Cooperation  Program  was  only  part 
of  the  Government's  overall  balance-of-payments  program,  and  emphasized  that 
the  Cabinet  Committee  on  Balance  of  Payments  would  continue  to  examine 
every  aspect  of  the  balance-of-payments  program  with  a  view  toward  increasing 
its  effectiveness  in  as  many  ways  as  possible. 

He  concluded  by  quoting  from  the  President's  memorandum: 

"We  recognize  that  continuation  of  the  Voluntary  Program  will  involve  some 
sacrifice.  Under  the  circumstances,  however,  we  feel  that  the  results  of  the  Volun- 
tary Program,  along  with  the  other  balance-of-payments  measures,  calling  for 
restraint  within  Government,  fully  justify  whatever  sacrifice  it  may  entail." 


Exhibit  48. — Remarks  by  Secretary  Fowler,  March  17,  1967,  at  the  14th  Annual 
Monetary  Conference  of  the  American  Bankers  Association,  on  a  world  mone- 
tary system  for  a  Greater  Society  of  Nations 

I  am  grateful  for  the  privilege  of  addressing  for  the  second  time  this  distin- 
guished Monetary  Conference,  representative  of  so  many  important  nations. 
Last  year  at  Granada,  Spain,  my  emphasis  was  on  the  emergence  of  new  oppor- 
tunities to  foster  international  economic  cooperation. 

My  message  here  today  is  that  new  national  political  decisions  to  realize  these 
opportunities  must  be  taken  promptly  and  decisively  in  our  community  of  nations 
to  assure  continued  progress,  security,  and  growth.  The  changed  circumstances 
in  which  many,  rightly  or  wrongly,  feel  released  from  those  wants  and  fears  that 
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onc'f;  bound  th*;m  ftoliflly  toj^i^tlu-r  arc  all  thf;  rnorrj  reason  for  zoalouwly  sharing 
in  th«?  common  n^Hponsibility  for  an  efffclivr;  world  monetary  system. 

Thi.s  JH  not  only  my  pffr.sonal  view  .«hoiild  we  fail  to  act,  and  act  soon,  to 
renew  and  stre.ngtficn  int«;rnalional  economic  cooperation.  My  hopes — and  fears — 
are  widely  shared  in  this  country.  As  evidenc(;,  permit  me  to  cite  the  following 
words  from  a  report  of  the  Suhcommitterf  on  International  iOxchange  and  Pay- 
ments of  the  Joint  l'>;onomic  Coinnu'ttee  of  the  IJ.S.  Congress,  issued  last  fall 
and  significantly'  enlitlerl:  "Twenty  Years  After:  An  Appeal  for  the  Itf;newal  of 
Intr-rnational  Kconomic  Cooperation  on  a  Cjrand  Scalr;.  '  It  said: 

"The  world  is  in  trouble  -deep  trouble —in  at  least  five  different  areas  of 
economic  ri'rgotiation  and  r>olicy:  trade;  aid  to  less  d<;veloped  countries;  main- 
taining a  balance  in  international  payments;  inUirnational  monetary  re-form, 
anri  maintenance-  of  stable  price  levels  in  economies  marked  by  full  employment 
and  rapid  econotnic  growth." 

1  can  tell  you  that  the  misgivings  rjxpressed  in  those  words  are  shared  by  many 
in  tin;  Congress  and  r-lsewhere  in  the  United  States —beyond  tlif:  circle  of  highly 
important  legislators  who  wrote  that  report.  And  I  am  sure  that  in  many  other 
countries  also  thfjre  is  an  upwelling  of  this  same  feeling  that  unless  wf;  act  soon 
and  affirmatively,  wf;  may  find  in  a  very  short  time  that  we  have  let  pass  away 
from  us  onr;  of  tho.se  tides 

"*  *  *  in  the  affairs  of  mf;n  which,  takr-n  at  the  flood,  leads  on  to  fortune  *  *  *." 

All  ey(!S  focus  this  month  anrl  next  on  the  Kennedy  Round  of  trade  ne-gotia- 
tions.  An  early  and  succ-ssful  outcome  is  vital  if  the  nations  involved  are  to 
avoid  a  gravf;  risk  of  binrling  the  world  into  sterile  knots  of  timid,  self-limiting 
natifuial  ov  regional  n-.strictiom'sm. 

lOqually  riecisive  moments  are  ahead  for  efforts  to  build  a  more  effective  world 
mone-tary  system. 

I>r;spite  som(;  shortcomings,  a  network  of  national  and  international  arrange- 
ments has  financed  successfully  in  the  last  '20  yf;ars  a  collective  economic  growth 
arul  (txpansion  irj  trade  and  df;v<!lopmeiit  tiiat  is  a  landmark  in  history. 

Indeed,  while  then;  is  mucii  evid<;nce  of  a  pulling  apart  or  a  fialt  in  other  areas 
of  estai^lished  international  collaljoration,  the  field  of  international  monetary 
and  financial  cooperation  is  flouri.-.liiiig  at  a  flood  tifle  of  activity. 

But  there  is  no  doutjt  in  tiie  minds  of  knowlfdgeal>le  men  —public  and  private — 
that,  despite  all  this  activity,  s<;me  significant  and  decisive  improvements  are 
necrjssary  if  retrogression  is  to  b(;  avoidctd  and  continuing  progress  assured  toward 
a  world  mtjnetary  system  for  a  greate-r  .society  of  nations. 

I  shall  discuss  three;  areas  where  improved  arrangemrmts  are  vital,  timely  and 
attainable: 

1.  National  f;conornic  and  fitiancial  policies  df-signe-d  for  growth  with  stability, 
improved  capital  markets,  and  a  balanee-of-payfnents  adjustment  process  that 
su[jports,  r;i,tli<;r  tlian  strains,  the  international  monetary  system. 

2.  A  U.S.  b;ihince-of-paymerits  program  designed  to  aciiieve  long-term  ecjui- 
liluium  in  a  manner  tiiat  adds  t,o  rather  than  takes  from  free  world  security, 
trafle,  r;xcliange,  and  deve-loptrient. 

3.  A  satisfactory  means  of  deliberate  and  adequate  creation  of  international 
rcHerves. 

I.  Niiiional  economic  and  financial  policies  dcHiyned  for  qrowlh  with  HlahilUy,  im- 
proved capiLai  markelH,  arul  a  halance-of-payrnenlH  adjuHltneat  procesH  Ihat  supports 
rather  than  strains  the  international  monetary  system 

It  has  br-ccjme  clear  that,  in  import,ant  parts  of  the  Atlantic  (Jommunity, 
tiifTc  is  now  a  probhim  of  maintaining  full  (-mployment  and  vigtjrous  economic 
growth,  and  not  only  a  problem  of  maintaining  stable  prices  in  the  presence  of 
full  <;tnployment  and  rajji<l  growth. 

In  the  lJnit,ed  Kingrlom,  of  course,  restrictive  but  necessary  mciasures  have 
been  tak<-n  l,o  promot,e  the  objectivf^s  of  sterling  sl;il>ility  and  the  restoration 
of  baiarice-of-f)aynierits  e()iiiiibrium. 

The  pr<jsf>r-ct,s  for  economic  growlli  in  continenl,ai  I'Jirojje  this  yf;ar  fall  short 
of  the  4.1  percent  annual  riiic.  consonant  with  the  target  (tstablished  \)y  the  Or- 
ganization for  I'.'conomic  Coop(!ration  and  Development  for  5f)  percent  growth 
in  natioriiil  product  during  the  decad*;  of  the  KKiO's. 

Only  liist  Novemi)(!r,  in  its  puljlication,  The  Observer,  t,li<:  (>\]('\)  project,ed  that 
th<!  Hial  growtli  of  flomestic  product  in  OK(JI)  Kurope  would  fall  to  '.V/i  percent 
tiiis  year,  as  compan;d  witli  4  percent  in  19Gr>  and  an  estimated  4  percent  again 
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last  year.  Now,  detorioralion  in  the  economic  outlook  in  some  countries  suggests 
that  tlie  estimate  for  1967  should  be  scaled  down  from  that  figure. 

This  threat  of  a  slowdown  in  Europe's  growth  reflects  numy  factors.  Among  the 
underlying  causes  are: 

First,  as  the  inciustrial  economics  moved  through  the  rapid  growth  payoffs  of 
the  modernization  of  their  productive  systems,  resulting  in  large;  part  from  war 
reconstruction  and  access  to  largtn-  market  areas,  they  found  in  moving  up  to  full 
utilization  of  their  manpower  and  (uiuipment  tliat  thc^y  wvm  confronted  by  a 
serious  problem.  This  problem  was:  how  to  keep  their  growth  advancing  satis- 
factorily without  fast  rising  prices  and  without  unsettling  tlieir  balance-of-pay- 
ments  current  accounts. 

Second,  there  was  a  political  disinclination  to  employ  fiscal  ijolicy,  actively  and 
flexibly,  as  a  countercyclical  we;i,pon,  or  to  forge  an  effective  incomes  policy. 

Third,  caught  between  fear  of  inflation  and  a  feeling  tiiat  otlusr  policy  courses 
were  too  difficult,  public  authorities  in  many  Euroi)ean  countries  have  largely 
concentrat(Hl  on  general  nujnetary  restraint,  reflected  until  very  recently  in  ever 
high(!r  interest  rates  and  fJghtness  of  credit. 

We  need  now  to  ren(!W  tlu;  det(;rmination  we  expressed  in  the  OECD  in  1961 
to  aim — \)y  our  individuid  and  our  collective  efforts — at  not  less  than  a  4  percent 
rate  of  economic  growtli  in  oiu-  conununity  of  nations. 

Despite  the  doubts  of  the  timid  tliat  we  could,  or  should,  aim  so  liigh,  tlie  OECD 
countries  as  a  whole  achi(!ved  a  growth  rate  in  tlie  first  half  of  th(;  19G0's  of  4.9 
percent  in  real  terms. 

Consequently,  it  is  time  to  reemphasize  that  many  of  oiu'  hopes  rest  upon  a 
vigorously  rising  growtli  curve.  It  should  be  undcsrsconnl  that  a  valuable  wcsapon 
against  inflation  is  rising  production  at  stable  or  l()W(!r  unit  costs,  nuide  possible 
by  new  investment  and  continuous  and  generous  outlays  for  (Hhntation  and 
training  of  the  workforce. 

This  is  not  to  discount  the  active  control  of  the  supply  of  money  and  credit 
as  a  key  element  in  any  program  to  achi(!ve  sustained  and  adequate  growth  with 
reasonable  price  stability. 

But  it  is  designed  to  emphasize;  the  importance;  of  other  related  polici(;s: 
— Policies  that  promote  rapidly  increasing  (;fnciency; 
—Policies  that  appropriately  relate  government  sp(;iidit)g  and  tlie  level  of 

taxes; 
— Policies  that  appropriaf,(;]y  r(;late  the  rate  of  increase  in  govcnmiciit  spend- 
ing and  tlie  rate;  of  (;(;()n()mi(!  growtli. 

Countries  tha,t  slii(;ld  tlu;nisclv(!S  from  inflation  Ix'liind  a,  long  maintained  wall 
of  inter(;st  rates  so  high,  or  a  shortage  of  cr(;dit  so  great,  as  to  unduly  and  p(;rsist- 
ently  discourage  borrowing  and  inveslnient  risk  the;  danger  of  (;(;()nomic  stagnation. 

The  trouble  with  the  stagnation  cure  is  that,  i)y  discoiu'aging  investment  and 
public  outlays  that  t(;nd  to  lift  the  productive  skills  of  the  woikforce,  productivil,y 
also  stagnat,es  and  unit  cost„s  go  up. 

Cons(!(jU(;ntly,  first  among  the;  i'(;solves  of  our  connniniityy  of  nations  in  1!)()7 — 
and  for  t.lie  y(;ars  a,h(;a,d — must  b(;  a  firm  int-cnt  to(;nga,g(;  in  t-hos(;  public  j)olici(;s, 
and  (;nc()nrag(!  those  private;  poli(;ies,  t.lia,t  promote;  a,  li(;a,lt.liy  raJ,(;  of  growth  by 
keeping  d(;mand  in  balance  with  cajiacit^y,  and  raising  product  ivily  so  as  t,o  p(;rniit 
both  profits  and  wag(;s  to  increase  in  a  sustainabh;  relationship  to  jirodnctivity. 
On  such  a  tide,  we  can  embark  to  greater  things. 

Among  policies  that  can  contribute  to  h(;althy  economic;  growth  are  policies — • 
linblic  aiifl  private — -tenfliiig  to  k(;ep  the;  cost  of  money  within  r(;ason  and  keep 
credit  availabli;.  It  was  to  this  (;nd  that  I  met,  in  ,Jaiinaj-y  with  seveial  oth(;r  fi- 
nance ministers  at  tin;  country  Iioiih;  of  t.h(;  Piitisli  I'liuK;  Minist(;r.  W(;  I'esolved 
th(;re  that  we  would,  (;ach  according  to  (iondiiions  in  his  own  country,  aim  con- 
sciously at  a  mix  of  mori(;tary  and  (iscal  jjolicies  d(;signed  t-o  (l(;al  wit.li  inflation 
and  the  balanc(;-of-paym(;nts  adjust.ment  j^rocess  that,  would  tend  to  keep  itit(;rest 
rates  from  rising  to  the;  point  where  investment  the  goose  from  which  all  golden 
(;ggs  must  come-  is  arrest(;d. 

Mor(;ov(;r,  it  was  agre(;d  that  economic  jjolicy  clioic(;s  in  a  given  country  should 
iiave  r(;gard  to  th(;ir  effect  in  other  countries.  The  j)rini(;  examph;  of  what  we  were 
conceni(;d  about  is,  of  course;,  a  country  with  a  bala,iict;-()f-j)a,ym('nt,s  {;(|uilil)rium 
or  siirj>lns  which  con(;entra,t(;s  on  liigli  int,er(;st  rat,es  to  restrain  doniest-ic;  inflation, 
ther(;by  j)ulling  in  funds  from  tlu;  outside;  to  add  to  surpluses  with  potentially 
unbalancing  effects  in  other  countries.  (Jiven  this  situation,  tin;  ot,li(;r  coiuitries 
affect(;d  will  escalate  their  own  interest  rates  as  a  holding  operation,  impose  other 
restraints  on  the  flow  of  capital,  or  go  into  a  deficit. 
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The  Chequers  meeting  was  an  attempt  to  give  effect,  upon  a  multinational 
scale,  to  the  use  of  national  economic  policy  to  smooth  and  ease  the  processes  of 
adjustment  of  international  payments  balances  along  the  lines  suggested  last 
August  by  the  Economic  Policy  Committee  of  the  Organization  for  Economic 
Cooperation  and  Development  in  the  very  excellent  Working  Party  Three  Report 
on  the  Balance  of  Payments  Adjustment  Process. 

Only  a  little  reflection  is  needed  to  see  that  if  the  joint  and  separate  efforts 
envisaged  at  Chequers  are  successful  in  keeping  money  rates  within  reason  gen- 
erally, we  will  have  struck  a  blow  effective  in  all  the  directions  the  OECD  report 
suggested — toward  more  efficient  economies,  toward  better  balance  and  more 
flexible  and  selective  use  of  both  fiscal  and  monetary  policies,  and  very  specifically 
toward  capital  markets  much  better  able  everywhere  to  amass  savings  and  channel 
funds  to  the  points  of  investment  needs. 

On  the  same  weekend  of  the  meeting  of  finance  ministers  at  Chequers  there 
was  an  equally  significant  conference  of  60  private  bankers  and  industrialists 
from  Europe,  iS[orth  America,  and  Japan  at  Cannes,  France,  under  the  sponsor- 
ship of  the  Atlantic  Institute  and  the  Business  and  Industry  Advisory  Com- 
mittee of  the  OECD.  This  conference  focused  on  these  main  points: 

1.  The  improvement  of  national  capital  markets; 

2.  Means  of  improving  international  linkages  and  capital  flows; 

3.  The  impact  of  government  policies  on  capital  markets. 

Both  the  "Background  Papers"  and  the  "Recommendations"  adopted  at  the 
conclusion  of  the  conference  are  required  reading  for  all  public  officials  and 
private  persons  who  share  the  convictions  stated  in  the  opening  paragraphs  of 
the  "Recommendations": 

"Increased  investment  is  requiied  to  assure  a  rapid  increase  of  production  and 
productivity.  With  monetary  stability  and  a  high  level  of  employment,  this 
brings  higher  real  wages  and  incomes  for  all.  This  sequence  is  the  essence  of  sound 
economic  growth.  Both  governments  and  private  enterprise  require  ever  greater 
quantities  of  investment  capital  as  a  consequence  of  the  growth  of  population  and 
the  quickening  pace  of  technical  progress.  At  the  same  time  OECD  member 
countries  ought  to  increase  their  flow  of  capital  to  dcn-eloping  countries. 

"This  growing  demand  for  capital  is  not  being  met  by  comparable  increases 
in  supply.  To  meet  the  additional  needs,  measures  must  be  taken  to  improve 
capital  rnarkets.  Moreover,  recourse  must  be  had  to  more  effective  use  of  budgetary 
policy  and  adequate  self-financing  for  public  and  private  enterprise." 

The  January  meetings  at  Chequers  and  Cannes,  as  well  as  this  meeting  here, 
are  encouraging  illustrations  of  continued  effort  to  bring  coordinated  national 
economic  and  financial  policies  to  bear  effectively  so  as  to  promote  healthy 
economic  growth,  improved  capital  markets,  and  a  payments  adjustment 
process  that  supports  rather  than  strains  om-  international  monetary  system. 

II.  A  U.S.  balance-of -payments  program  designed  to  achieve  long-term  equilihrium 
in  a  manner  that  adds  to  rather  than  takes  from  free  world  security,  trade,  exchange, 
and  development 

The  U.S.  balance  of  payments,  and  programs  designed  to  affect  it,  must  be 
viewed  in  several  perspectives. 

Whether  enjoying  surpluses  or  coping  with  deficits,  the  U.B.  balance-of- 
payments  adjustment  process  has  become  a  key  element  in  the  political,  military, 
diplomatic,  and  international  economic  policies  of  th  -  United  States  and  of  major 
concern  to  the  world  a^  larsie.  This  is  true  for  several  reasons: 

First,  the  key  role  of  the  United  States  in  free  world  security,  trade,  exchange 
ani  economic  development; 

Second,  th(!  important  role  of  United  States  generated  capital,  public  and 
private,  and  the  business  activity  that  flows  from  it,  in  many  countries  outside 
the  United  States; 

Third,  the  special  position  of  the  dollar  as  a  reserve  and  transaction  currency 
on  a  worldwid(>  scale,  making  it  the  keystone  of  the  international  monetary 
system  on  which  free  world  trade  and  development  dc^pcud. 

Another  perspective  is  the  long  series  of  deficits  in  U.S.  payments.  Beginning 
in  1958,  rising  claims  upon  our  gold  stock  signaled  the  end  of  the  world's  almost 
total  postwar  dep(iud(>nce  upon  the  dollar,  the  increasing  strength,  desirability 
and  convertibility  of  other  currencies,  and  the  availability  of  sufficient  dollars  in 
foreign  official  holdings  to  permit  a  shift  in  the  mix  of  monetary  reserves  in  favor 
of  gold. 
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The  series  of  heavy  deficits  in  the  3  years  1958-60,  averaging  $3.7  bUlion  per 
year,  on  the  "liquidity"  basis,  and  accompanied  by  gold  outflows  averaging 
nearly  $1.7  billion  per  year,  signaled  the  need  for  a  program  to  bring  U.S.  pay- 
ments into  substantial  equilibrium. 

Beginning  in  1961  the  U.S.  Government  initiated  a  series  of  measures  to  reduce 
the  deficit  without  disrupting  trade  and  travel,  and  without  abandoning  its  key 
role  in  free  world  secm-ity  and  development. 

This  effort  was  thrown  off  target  by  at  least  four  developments,  each  transitory 
and  somewhat  unpredictable: 

1.  The  Berlin  crises  with  the  necessary  force  buildup  in  1961-62; 

2.  A  sharp  upswing  in  the  levels  of  private  foreign  borrowing  in  1962  and  1963; 

3.  A  sharp  increase  in  private  capital  outflows  between  1962  and  1964; 

4.  The  rapid  increase  in  military  foreign  exchange  costs  in  late  1965  and  in 
1966  resiflting  from  stepped-up  military  operations  in  Southeast  Asia. 

Despite  these  adverse  developments  the  deficit,  measui-ed  on  a  liquidity  basis, 
fell  from  the  average  of  $3.7  bUlion  in  the  years  1958-60  to  an  average  of  $2.5 
billion  in  the  years  1961  through  1964.  In  1965  and  1966  it  was  further  reduced 
to  $1.3  billion  and  $1.4  billion,  respectively.  This  occurred  despite  an  increase 
during  that  time  in  net  military  expenditures  outside  the  United  States  because 
of  Vietnam  costs  exceeding  $950  million  and  a  decrease  in  our  trade  surplus  from 
the  peak  level  of  1964  by  $1.9  bUlion  in  1965  and  by  $3  billion  in  1966. 

On  the  official  settlements  basis,  there  was  an  average  deficit  of  $0.5  billion  in 
1965-66,  compared  to  $2.2  billion  in  the  preceding  5  years. 

I  am  not  going  to  dwell  today  on  the  short  term  or  temporary  measures  being 
used  to  restrain  or  moderate  private  capital  flows.  We  are  relying  on  them  to 
keep  our  deficit  under  control  during  the  period  of  our  special  commitments  in 
Southeast  Asia,  the  period  requhed  to  realize  the  benefits  of  our  long-range 
program. 

There  is  already  too  much  emphasis  in  public  discussion  on  this  holding  opera- 
tion, tending  to  obscure  both  the  existence  and  strategy  of  the  long-range  program 
we  are  employing  in  the  balance-of-payments  adjustment  process. 

That  program — for  coming  into,  and  maintaining,  a  sustainable  equilibrium — 
is  essentially  a  long  term  one,  aimed  at  solving  the  problem, 

— not  by  a  resort  to  restrictions  or  withdrawals  that  are  damaging  to  free 

world  security,  trade,  exchange,  and  development, 
— but  by  making  use  of  this  Nation's  unexampled  economic  strength  in 
the   context  from  which  that  strength  has   been   derived:    competitive 
free  enterprise. 

The  success  of  this  strategy  and  program,  it  should  be  understood  by  all  con- 
cerned here  and  in  other  countries,  depends  importantly  on  (1)  an  open,  com- 
petitive, and  cooperative  international  economic  order  and  (2)  substantially 
strengthened  multilateral  arrangements  to  insure  the  financial  viability  of  pro- 
grams for  free  world  security  and  aid  to  developing  nations. 

I  continue  to  find  it  necessary  and  relevant  to  emphasize  to  my  colleagues 
from  other  countries  that  the  way  in  which  this  Nation  handles  its  balance- 
of-payments  problem  depends  in  large  measure  on  the  cooperation  it  receives 
from  other  countries  in  the  process,  and  upon  the  way  in  which  other  important 
financial  nations  act  in  dealing  with  their  own  domestic  and  international  mone- 
tary problems.  I  find  it  also  necessary  to  emphasize  that  this  cooperation  is  not 
a  matter  of  helping  the  United  States  deal  with  its  problem,  but  a  matter  of 
enabling  the  United  States  to  deal  with  its  problem  without:  undermining  the 
international  monetary  system,  subjecting  that  system,  by  unilateral  action 
to  radical  and  undesirable  change,  or  withdrawing  from  commitments  involving 
the  security  and  development  of  others. 

The  United  States  long  term  balance-of-payments  objective — stated  most 
simply — is  to  reach  and  sustain  the  degree  of  equilibrium  necessary  to  preserve 
confidence  in  the  stability  of  the  dollar,  both  as  a  transaction  and  as  a  reserve 
currency. 

Our  long  term  measures  for  achieving  sustainable  payments  equilibrium  are 
not  matters  for  the  future.  They  are  in  being  as  a  program  of  action  that  is  al- 
ready showing  effects. 

The  success  of  this  program  requires,  at  home,  general  recognition,  and  accept- 
ance in  action,  of  the  proposition  that  this  is  a  problem  requiring  the  attention 
and  energy  not  just  of  the  Government  but  of  both  the  public  and  private  sectors, 
throughout  the  Nation.  Abroad,  it  is  necessary  for  the  realization  to  grow  that 
if  the  United  States  is  to  carry  on  its  balance-of-payments  adjustment  process 
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in  a  constructive  rather  than  a  damaging  manner,  it  will  require  not  only  our 
own  action  but  the  cooperative  response  of  others  as  well. 

Our  long  range  approach  to  our  payinents  problem  rests  upon  the  following 
propositions: 

1.  The  United  States  must  continue  to  export  Government  capital  for  bi- 
lateral economic  assistance,  and  for  contributions  to  multilateral  development 
assistance  institutions. 

2.  The  United  States  must  continue  defense  expenditures  abroad  for  mutual 
security  in  the  Free  World. 

3.  The  United  States  must  continue,  over  time,  to  export  private  capital. 
This  is  practical;  it  is  sensible;  it  is  necessary.  Moreover,  the  dividend  and  royalty 
receipts  for  past  investments  must  continue  to  be  brought  home — and  in  in- 
creasing amounts — to  reward  the  stockholder  and  benefit  the  balance  of  our 
pavments. 

4.  The  United  States  must  continue  to  discharge  its  worldwide  responsibilities 
to  the  international  monetary  system  through  its  reserve  currency  and  transac- 
tions currency  roles. 

In  order  to  support  continued,  even  though  fluctuating,  governmental  and 
private  outflows,  the  United  States  will  have  to  earn  a  large  current  account 
surplus  to  accommodate  those  outflows — certainly  larger  than  it  earned  in  19G0 
or  in  1965. 

Industrial  nations,  particularly  those  in  surplus,  must  assume  a  greater  share 
of  the  burden  of  adjustment  as  well  as  of  economic  assistance. 

Now  let  me  give  you  an  outline  of  what  our  long  range  program  includes, 
looking  first  at  what  is  being  done  to  increase  receipts  from  abroad. 

Exports 

First  and  foremost,  we  must  maintain  levels  of  costs  and  prices  necessary  for 
a  strong  competitive  position  in  world  markets. 

In  the  export  promotion  field  the  Commerce  Department  is  now  engaged  in 
a  host  of  important  and  productive  works  which  have  a  direct  beneficial  impact 
on  exports  todav  and  provide  even  greater  promise  for  tomorrow. 

Commencing '  several  years  ago  the  Commerce  Department  expanded  its 
Trade  Mission  and  Commercial  Fairs  Program.  The  figures  of  attendance  and 
sales  concluded  demonstrate  that  these  slow  germinating  efforts  are  now  bearing 
excellent  fruit.  Information  available  to  the  business  community  at  the  Commerce 
Department  provides  a  valuable  index  and  guide  to  export-minded  firms.  Further, 
through  the  National  Export  Expansion  Council  more  companies  are  being 
made  aware  of  the  opportunities  available  in  selling  abroad. 

The  Export-Import  Bank  has  a  new  rediscount  facility,  and  it  is  steadily 
streamlining  its  lending  and  guarantee  programs. 

More  needs  to  be  done  in  the  export  field.  To  this  end,  a  number  of  questions 
are  being  raised:  Has  the  Government  simplified  its  regulations— tax  and  other- 
wise— and  its  financial  facilities  enough?  Is  Amei'ican  business  throughout  the 
world  as  imaginative  and  aggressive  as  it  might  be?  Must  more  be  done — -perhaps 
directly — to  stimulate  the  interest  of  our  commercial  enterprises  to  sell  abroad? 
Have  we  done  enough  to  compete  at  home,  on  a  fair  and  nonrestrictive  basis, 
with  goods  now  imported?  We  must  constantly  ask  ourselves  such  questions  and 
reevaluate  the  answers. 

Travel 

The  President  has  announced  that  he  will  shortly  appoint  a  Special  Travel 
Task  Force  to  recommend  means  by  which  the  U.S.  Government,  working  in 
cooperation  with  the  private  sector,  can  accelerate  foreign  travel  here.  Although 
the  travel  gap  has  been  widening  ($1.8  billion  in  1966  compared  to  $1.3  billion  in 
1960),  receipts  from  overseas  visitors  have  doubled  since  1960.  A  well-financed, 
joint  Government-private  sector  effort  can  surely  bring  results. 

Foreign  portfolio  receipts 

By  the  Foreign  Investors  Tax  Act,  the  United  States  has  attempted  to  help 
make  the  tax  treatment  of  investors  in  this  country  more  equitable.  The  Treasury 
is  now  working  with  members  of  the  financial  community  to  spread  the  realiza- 
tion that  U.S.  corporate  securities  are  one  of  our  most  promising  export  products. 

In  the  financial  field,  several  countries  have  invested  a  portion  of  their  reserves 
in  longer  term  U.S.  investments.  The  yields  earned  by  these  investments  in  long 
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term  instruments — purchased  with  varying  maturities  to  provide  for  liquidity- 
needs — make  them  a  productive  manner  in  which  to  carry  official  reserves. 

Investment  income 

We  come  now  to  a  point  at  which  our  basically  long-range  view  of  our  pay- 
ments problem,  and  what  we  can  and  should  do  about  it,  shows  through  in  our 
short  term  program.  It  is  a  vital  part  of  our  long  term  payments  outlook  that 
our  income  from  investments  abroad  should  steadily  increase  and  should  be 
regarded  as  a  bulwark  of  long  range  U.S.  balance-of -payments  strength. 

Now,  let  me  make  two  points: 

First,  our  voluntary  program  does  not  seek  to  cut  off  the  flow  of  U.S.  private 
investment  overseas.  What  we  do  seek  is  to  moderate  those  outflows  by  means 
that  mitigate  their  impact  upon  our  international  payments  accounts. 

Second:  From  1960  through  1965  American  investment  in  Europe  in  manu- 
facturing, petroleum,  mining,  and  smelting  enterprises  has  averaged  $2.7  billion 
annually.  By  and  large,  fixed  investment  expenditures  were  more  than  covered 
by  direct  outflows  of  funds  from  the  United  States,  retained  earnings,  and  de- 
preciation allowances.  Financing  from  foreign  sources  has  covered  only  working 
capital  requirements. 

U.S.  contributions  to  European  prosperity  in  the  form  of  new  plant  have  come 
basically  from  the  United  States.  On  an  overall  basis,  there  is  no  reason  why 
local  funds  should  not  finance  part  of  the  fixed  iiivestment  as  well  as  local  working 
capital  needs. 

On  a  worldwide  basis,  plant  and  equipment  expenditures  overseas  came  to 
$6.2  billion  in  1964,  and  39  percent  of  it  was  financed  directly  from  the  United 
States.  Retained  earnings  and  depreciation  allowances  approximately  financed 
the  remainder.  The  gross  figure  for  1967  may  come  to  $10  billion,  with  the  amount 
directly  financed  from  the  United  States  less  than  30  percent,  so  that  the  net 
direct  investment  outflow  figure  should  be  no  higher  than  it  was  in  1964. 

Improving  foreign  capital  markets 

Increased  efficiency  of  foreign  capital  markets  is  a  vital  ingredient  in  the 
successful  working  of  the  international  adjustment  process — which  is  in  essence 
what  I  have  been  discussing. 

The  need  for  this  development  is  dramatically  illustrated  by  several  facts. 
Between  1958  and  1965  the  United  States  was  a  net  exporter  of  capital  in  the 
amount  of  $7.9  billion  as  a  result  of  foreign  issues  on  the  domestic  market  less 
domestic  issues  abroad.  In  the  same  period  the  Common  Market  countries  were 
net  importers  through  security  issues,  and  indeed  on  overall  capital  accounts 
had  a  net  influx  of  almost  $1  billion.  In  these  8  years  these  EEC  countries  were 
running  surpluses  on  current  account  amounting  to  $13.5  billion.  Thus,  in  that 
case,  not  only  was  there  a  failure  to  export  capital,  but  imports  of  capital  were 
defeating  the  balance-of-payments  adjustment  process. 

The  importance  of  the  issue  need  not  be  dramatized  to  this  audience.  Nor  do  I 
have  to  point  out  that  great  strides  forward  are  not  taken  quickly.  Nevertheless 
many  forces  are  working  in  the  direction  of  freer  and  larger  markets,  and  results 
indicated  by  one  index,  the  volume  of  international  issues,  increased  substantially. 
Local  markets  too  have  participated  in  this  expansion  and,  perhaps  more  im- 
portantly, financial  interests,  both  government  and  private  in  developed  nations, 
seem  to  want  to  move  in  this  same  direction.  Efforts  are  underway  to  improve  the 
gathering  of  savings  and  the  efficient  employment  of  these  funds  in  improved 
and  freer  capital  markets.  This  is  responsibility  in  the  private  area  exactly  anal- 
ogous to  responsibihty  in  the  world  of  public  economic  assistance  and  mutual 
security. 

Moderating  foreign  exchange  costs  of  our  overseas  commitments 

Better  burden  sharing. — The  determination  of  the  share  a  nation  should  bear  in 
helping  to  meet  the  economic  assistance  requirements  of  the  less-developed  world 
and  the  security  requirements  of  our  community  of  nations  requires  difficult  and 
continuous  decisions  on  a  host  of  issues.  These  issues  cannot  be  resolved  solely 
on  the  basis  of  domestic  resources  or  budgetary  considerations. 

I  believe  the  Asian  Development  Bank  represents  the  kind  of  burden-sharing 
necessary  if  the  industrial  nations  are,  together,  to  promote  economic  progress 
in  the  less-developed  world  in  the  decades  ahead.  The  Bank  has  capital  of  nearly 
a  billion  dollars,  of  which  $200  million  came  from  Japan,  $200  million  from  the 
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United  States,  $415  million  from  other  regional  donors,  and  $150  million  from 
Western  Europe  and  Canada. 

While  no  absolute  precision  is  suggested  in  the  relationship  of  these  numbers, 
they  reflect  a  reahzation  on  the  part  of  many  nations  that  they  have  responsi- 
bilities, that  they  must  meet  them,  and  that  the  United  States  should  not  and 
cannot  bear  the  whole  burden,  or  even  a  majority  of  it  any  longer. 

We  will  be  asking  the  Congress  this  year  for  new  funds  for  the  Inter- American 
Development  Bank,  the  International  Development  Association,  and  the  Asian 
Development  Bank.  In  making  each  request,  we  have  asked  and  will  continue 
to  ask  ourselves: 

(a)  What  are  other  donor  countries  contributing? 

(6)  How  aggressively  have  the  institutions  in  question  attempted  to  borrow 
in  the  capital  markets  of  other  donor  countries? 

(c)  What  are  the  recipients  doing,  through  self-help  efforts,  to  utilize  the  money 
efficiently?  (This  is  one  of  their  key  roles  in  "burden  sharing.") 

(d)  What  safeguards  are  the  institutions  providing  for  donor  countries  that 
may  from  time  to  time  be  in  balance-of-payments  difficulty  themselves? 

In  another  area,  AID  is  making  a  diligent  effort,  through  progressively  refined 
tying  techniques,  to  insure  that  our  overseas  economic  assistance  is  provided,  to 
the  greatest  extent  possible,  in  the  form  of  U.S.  goods  and  services.  Net  dollar 
outflows  on  Government  grants  and  capital  have  been  reduced  from  $1.1  billion 
in  1961  to  an  estimated  $736  million  in  1966.  In  addition  there  is  increasing  effort 
to  make  sure  that  Government-financed  exports  do  not  substitute  for  commercial 
exports  that  would  have  been  purchased  in  any  event.  In  the  long  term  this 
should   contribute   substantially    to   the    development   of   commercial   markets. 

On  the  military  side,  we  are  seeing  now  the  difficulties  that  ensue  when  alliances, 
although  effective  militarily  and  politically,  lack  viable  financial  formulations. 

This  cannot  happen  again,  and  our  long-range  program  involves  a  major  effort 
to  see  that  it  does  not. 

Between  1961  and  1965  net  military  foreign  exchange  expenditures  were  re- 
duced from  $2.5  billion  to  $1.6  billion  despite  the  Berlin  crisis  build  up.  In  1966, 
because  of  Vietnam,  the  gap  widened  again.  But  even  without  Vietnam  the  burden 
on  the  United  States  balance  of  payments  from  its  contribution  to  international 
security  could  be  large.  The  United  States  has  vast  resources — we  have  been 
and  are  willing  to  utilize  them  freely  in  the  defense  of  freedom- — ^but  the  foreign 
exchange  problem  adds  complications. 

Improved  financial  arrangements. — Ways  must  be  foimd  to  neutralize  these 
foreign  exchange  costs.  Alliances  which  rest  on  important  political,  social,  eco- 
nomic, and  military  plans  should  not  be  made  vulnerable  because  foreign  exchange 
financing   problems    have   not   been    resolved. 

We  should  be  able— indeed  we  must  find  ways — to  work  constructively  with 
our  allies  on  forms  of  multilateral  financial  arrangements  designed  to  neutralize 
the  foreign  exchange  consequences  of  the  locations  of  our  troops  and  those  of 
our  allies.  The  arrangements  should  be  long  term  and  provide  financial  viability 
to  our  alliances.  Discussions  now  underway  between  the  United  States,  the  United 
Kingdom,  and  the  Federal  Republic  of  Germany  designed  to  work  out  security 
and  financial  arrangements  in  a  trilateral  setting  may  point  the  way  to  designs 
that  could  embrace  other  multilateral  arrangements. 

Looking  back  over  the  elements  of  the  U.S.  long  range  program  for  balance- 
of-payments  adjustment,  it  can  be  fairly  stated  that  its  realization  would,  as  I 
have  indicated  it  should,  support,  rather  than  strain,  the  healthy  working  of 
the  international  monetary  system  and  free  world  security,  trade,  exchange  and 
development. 

III.  A  time  for  decision  on  contingency  planning  for  adequate  international  reserves 
Whatever  may  be  our  resolves  in  favor  of  economic  growth,  whatever  else 
we  may  do  to  make  more  rational  use  of  the  economic  resources  available  to  us, 
however  we  may  strive  to  improve  the  processes  of  adjustment  of  our  international 
payments  balances,  whatever  we  may  do  to  share  more  equitably  the  tasks  of 
defending  the  peaco  and  encouraging  the  processes  of  economic  growth  beyond 
our  own  borders,  all  our  good  resolves  and  all  our  efforts  can  be  frustrated  for 
lack  of  adequate  growth  in  world  reserves. 
Yet,  the  facts  are  that: 
— During  the  past  2  years  the  traditional  processes  by  which  world  reserves 
are  increased  have  not  yielded  a  growth  of  liquidity; 
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— ^Such  inadequate  growtli  of  reserves  as  has  occurred  in  the  past  2  years 
was  due  to  ad  hoc,  uncontrolled,  and  impermanent  special  factors  that 
cannot  be  projected  to  the  future. 

Only  one  conclusion  can  be  drawn  from  this  picture  of  prevailing  uncertainty 
as  to  the  future  of  reserve  growth  through  presently  available  processes,  and  that 
conclusion  is  the  heart  of  my  message  to  this  international  monetary  conference: 

We  can  no  longer  take  continued  reserve  growth  for  granted.  Consequently, 
since  we  want  our  economies  to  continue  to  grow  at  healthy  rates,  there  is  no 
time  to  waste  before  we  agree  upon  new  means  for  adding  to  the  world's  ability 
to  increase  monetary  reserves.  We  should  therefore  make  it  our  conscious  aim 
to  arrive  at  agreement,  in  our  negotiations  during  the  next  few  months,  on  the 
structure  and  major  provisions  of  a  contingency  plan  for  reserve  creation,  a  plan 
sufficiently  developed  to  be  presented  for  approval  to  the  Governors  of  the 
International  Monetary  Fund  when  they  meet  at  Rio  de  Janerio  in  September. 

If  we  take  a  conservative  view  of  the  time  that  would  be  required  after  IMF 
action  to  attain  ratification  by  the  legislatures  of  the  scores  of  nations  that  would 
be  parties  to  such  a  plan,  the  machinery  could  not  come  into  being  for  about  a 
year. 

Whether  that  is,  or  is  not,  an  adequate  time  schedule  for  getting  the  machinery 
in  place  to  make  the  creation  of  a  new  reserve  asset  a  practical  possibility  depends 
upon  the  course  of  events.  Let  me  make  it  entirely  cleai"  that  I  am  talking  about 
the  need  to  complete  and  approve  contingency  planning  for  reserve  creation,  and 
not  about  the  activation  of  the  machinery  we  agree  upon.  Agreement  on  the  plan 
would  in  itself  be  reassuring  to  the  mai-kets. 

But  the  uncertainties  surrounding  the  future  growth  of  reserves,  with  the 
means  now  at  hand,  ai'e  so  great,  while  the  need  for  increased  liquidity  to  finance 
a  continued  healthy  growth  in  our  domestic  economies  and  in  world  trade  is  so 
certain,  that  the  desu-ability  of  having  new  means  available  to  create  reserves, 
for  use  when  needed,  has  become  uncontestable  and  current. 

I  want  to  examine  this  need  for  agreed-upon  facilities  for  keeping  the  growth 
of  world  liquidity  consonant  with  world  economic  growth  agamst  the  background 
of  the  principal  arguments  that  have  been  advanced  for  delay. 

Before  that,  however,  let  me  say  that  one  of  the  most  compelling  reasons  for 
cm-rent  agreement  upon  a  contingency  plan  for  reserve  creation  is  the  fact  that 
it  would  lay  to  rest  the  malaise  that  now  afflicts  the  international  system  as  it 
contemplates  a  growing  world  confronted  by  iiicreasing  uncertainty  about  the 
future  adequacy  of  reserves. 

We  must  attribute  to  the  current  uncertainty  as  to  how  new  reserves  are  to 
be  supplied  to  the  international  monetary  system  in  the  future  the  suggestions 
heard  recently  that  the  official  price  of  gold  be  increased.  This  suggestion  is 
regarded  by  the  great  preponderance  of  financial  and  economic  opmion  as  un- 
deshable,  inequitable  and  impractical.  By  official  statement,  the  United  States 
has  made  it  unequivocally  clear  that  the  price  of  gold  will  not  exceed  what  it  has 
been  since  1934 — $35  an  ounce — and  that  any  suggestion  to  the  contrary — either 
to  meet  needs  for  additional  international  liquidity  or  for  any  other  reason — is 
completely  unacceptable  to  the  United  States. 

One  of  the  principal  causes  of  the  drift,  that  I  noted  at  the  outset  of  these 
remarks,  away  from  the  processes  of  iiiternational  economic  collaboration  and 
liberalization  and  in  the  direction  of  national  and  regional  restrictionism  must 
also  be  attributed  at  the  root  to  uncertainty  as  to  whether,  in  the  future,  mech- 
anisms will  exist  that  will  dependably  supply  liquidity  when  needed.  Such  agree- 
ment would  serve  the  very  important  pmpose  of  giving  assurance  that  we  shall 
be  able  in  the  decades  ahead  to  complete  and  extend  the  great  work  of  world 
economic  and  social  betterment  of  the  past  two  decades  marked  by  the  gi'owth 
of  international  economic  cooperation,  trade  liberalization,  and  return  to  currency 
convertibility. 

Finally,  let  me  just  state  plainly  a  plam  truth: 
— All  comitries  wish  to  increase  their  reserves. 
— This  is  not  possible  miless  the  total  of  reserves  increase. 

The  following  are  the  disagreeable  implications  of  that  plain  truth: — In  a 
situation  in  which  reserves  are  not  increasing  and  in  which  it  is  not  clear  how  or 
how  much  they  can  increase  in  the  futm-e,  it  is  only  possible  for  some  countries 
to  increase  theii*  reserves  at  the  expense  of  losses  by  other  countries.  In  an  inter- 
national competition  designed  to  gain  reserves,  countries  rely  upon  defensive 
beggar-thy-neighbor  measures  that  restrain  international  trade  and  investment, 
and  domestic  growth. 
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It  is  difficult  to  see  how,  in  these  circumstances,  there  can  be  any  question  as 
to  the  need  for  an  agreed  contingency  plan  for  adding  to  world  reserves  when  and 
as  needed. 

The  idea  that  the  United  States  looks  to  reserve  creation  as  a  means  of  solving 
balance-of-payments  deficits — ours  or  anj'-  other  country's — is  false.  The  obvious 
fact  is  that  such  abuse  of  the  new  asset  would  quickly  weaken,  and  soon  destroy, 
its  usefulness  as  a  monetary  reserve.  It  should  be  abundantly  clear  to  all  that  we 
would  not  seek  the  means  to  create  reserves  onh'  to  destroy  the  usefulness  of  the 
new  assets. 

Let  me  restate  our  position: 

First,  we  seek  a  way  for  the  nations  of  the  world  to  supplement  monetary 
reserves  with  a  deliberately  created  asset  in  order  to  be  able  to  deal  with  the 
world's  real  and  demonstrable  need  for  additional  reserves,  when  and  to  the 
extent  that  need  makes  itself  evident.  This  would  of  course  be  the  global  need. 

Second,  we  seek  the  means  for  doing  this  upon  the  basis  of  the  informed  and 
responsible  judgment  of  the  monetary  and  financial  authorities,  arrived  at  thi'ough 
due  deliberations  of  the  members  of  the  International  Monetarj^  Fund,  with 
appropriate  consideration  for  the  responsibilities  of  the  principal  capital- gener- 
ating nations. 

Third,  as  I  have  indicated  in  the  foregoing  section  of  these  remarks,  we  are 
striving  for  agreement  on  contingency  plans  for  reserve  creation  in  the  context 
of  an  insistent  program — long  term  and  short  term — for  curing  our  balance-of- 
payments  deficit  that  is  achieving  its  objectives,  excepting  for  the  time  being, 
the  abnormal  and  impermanent  foreign  currency  costs  of  the  war  in  Vietnam. 
Our  balance-of-payments  program  must  for  the  present  make  use  of  short  term 
measures  to  compensate  for  the  foreign  exchange  cost  of  Vietnam,  so  long  as  they 
persist.  The  problem  of  arriving  at  a  sustainable  payments  equilibrium  position 
now  lies  chiefly  m  a  transition  to  long  term  from  short  term  measures  for  dealing 
with  our  foreign  exchange  balances. 

We  look,  in  this  matter,  to  our  own  program  for  balancing  our  foreign  exchange 
costs — and  to  such  improvements  in  international  financial  arargements  as  better 
capital  markets,  fairer  burden  sharing  and  better  adjustment  processes.  Reserve 
creation  is  a  necessity  above,  beyond  and  separate  from  the  payments  problem. 

It  is  sometimes  asserted  that  the  very  existence  of  U.S.  balance-of-payments 
deficits  implies  increases  in  world  reserves,  and  that,  therefore,  so  long  as  we  have 
deficits,  another  means  for  increasing  reserves  would  be  redundant  and  perhaps 
even  harmful. 

The  facts  are  the  following  for  1965  and  1966: 

The  traditional  means  for  increasing  reserves — chiefly  additions  to  world 
monetary  gold  and  additions  to  foreign  exchange  held  as  reserves  other  than  by 
special  transactions — resulted  in  a  decline  of  just  over  $1  billion  in  world  reserves. 

There  was  a  modest  growth  of  reserves  in  these  two  most  recent  years,  amount- 
ing to  about  $2.5  billion  all  told,  but  this  was  due  entirely  to  special  transactions, 
largely  to  special  borrowing  from  the  IMF,  swap  arrangements,  conversions  by 
the  United  Kingdom  of  dollar  investments  into  dollar  reserves  and  other  special 
factors. 

In  considering  the  implications  of  current  developments  for  the  future  of  reserve 
growth,  it  should  be  kept  in  mind  that  much  of  the  reserve  growth  of  the  past  2 
years  resulted,  as  I  have  just  indicated,  from  borrowings  of  various  kinds.  These 
will  be — indeed,  are  being — repaid.  As  they  are  repaid,  existing  reserves  are 
canceled  out. 

Also  in  considering  the  future  prospects  for  reserve  growth  by  the  means  presently 
at  hand,  it  must  be  asked,  what  has  happened  recently  to  the  traditional  sources 
of  reserve  increases? 

First,  the  flow  of  gold  into  official  reserves,  which  averaged  half  a  biUion  dollars 
a  year  in  1960-64,  has  stopped.  In  1965,  official  reserves  got  only  a  quarter  of  a 
billion  dollars  additional  gold.  In  1966,  gold  in  official  hands  actually  declined — 
perhaps  by  as  much  as  $100  million — for  the  first  time  in  modern  history. 

Second,  it  must  be  asked,  why  did  not  continued  dollar  balance-of-payments 
deficits  increase  reserves,  even  though  we  did  not  get  gold  additions? 

The  answer  lies  in  the  fact  that  conversions  of  dollars  into  gold  have  more  than 
offset  dollar  additions  to  official  reserves  in  the  past  two  years. 

To  the  extent  that  dollars  are  used  to  draw  down  our  gold  stocks,  world  liquidity 
is  decreased.  This  happens  because  our  reserves  are  in  the  form  of  gold.  Consequent- 
ly, when  France — to  mention  the  chief,  but  not  only  purchaser  of  U.S.  gold — uses 
some  of  its  dollar  reserves  to  purchase  our  gold,  French  reserves  remain  the  same 
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in  amount  although  changed  in  form,  but  our  reserves  decline,  and  consequently, 
total  world  reserves  are  diminished. 

It  cannot  be  said  that  current  circumstances  altogether  rule  out  any  further 
growth  of  reserves  through  traditional  processes.  But  that  is  not  the  point.  The 
point  is  that  the  reserve  needs  of  the  world — including  the  need  to  reverse  the 
long  downtrend  in  the  reserves  of  the  United  States — will  substantially  exceed  any 
such  remaining  flexibility  that  traditional  reserves  can  provide.  We  should  not — 
indeed,  must  not — wait  to  set  up  the  machinery  for  creation  of  a  new  reserve  asset. 

The  time  to  do  so  is  now,  this  spring  and  this  summer.  The  technical  experts  of 
the  Group  of  Ten  and  the  IMF  have  labored  long  and,  to  their  everlasting  credit, 
have  come  up  with  the  main  provisions  of  the  technical  solution  to  the  problem. 
There  are  only  a  few  major  issues  yet  to  b^  treated.  Their  work  will  be  embodied 
in  reports  to  be  issued  later  this  year. 

It  is  our  hope,  expectation  and  position  that  at  the  annual  meeting  of  the  Inter- 
national Monetary  Fund  in  September  of  this  year  the  Governors  will  approve 
the  structure  and  major  provisions  of  a  specific  plan. 

What  is  needed  now  is  simply  the  realization  that  the  time  of  need  is  not  far 
off,  and  the  political  will  to  assemble  the  parts  of  the  solution  that  lie  before  us, 
and  agree  upon  the  assembled  whole  as  a  contingency  plan. 

There  are  very  serious  risks,  should  we  permit  the  doubts  of  one  or  two  govern- 
ments to  keep  the  rest  of  us  from  doing  what  we  know  should  be  done.  We  have 
noted,  in  an  earlier  portion  of  these  remarks,  an  assessment  of  the  nature  of  those 
risks.  We  have  glimpsed  their  potential  for  world  economic,  social  and  political 
trouble. 

Let  me  conclude  this  part  of  our  discussion  with  a  statement  of  what  it  is  that 
we  seek.  We  seek  to  assure  ourselves — and  the  rest  of  the  world — that  when  in 
the  course  of  our  economic  and  social  growth  we  have  need  of  reserves  as  an 
essential  base  for  international  finance  in  all  its  aspects  we  shall  not  have  to  re- 
treat into  stale  and  timid  and  destructive  restrictionism,  for  want  of  means  to 
make  liquid  reserves  available. 

We  seek  an  open,  competitive,  fruitful  world  economy,  made  up  of  open,  competi- 
tive and  fruitful  national  economies,  as  the  indispensable  means  that  will  permit 
us,  and  the  rest  of  the  world,  to  get  on  with  the  work  of  buUding,  upon  the  basis 
of  our  individual  better  societies,  a  Greater  Society  of  Nations. 


Exhibit  49.— Remarks  by  Secretary  Fowler  as  Governor  for  the  United  States 
and  Chairman  of  the  Board  of  Governors,  April  24,  1967,  at  the  inaugural 
session  of  the  eighth  annual  meeting  of  the  Inter-American  Development 
Bank 

On  behalf  of  the  Government  and  the  people  of  the  United  States,  it  is  an 
honor  to  welcome  this  highly  distinguished  assemblage  attending  the  eighth 
meeting  of  the  Board  of  Governors  of  the  Inter- American  Development  Bank. 
It  is  a  great  personal  honor  that  has  been  given  to  me  to  preside  at  tins  first 
meeting  in  Washington,  the  seat  of  the  Bank.  I  know  that  the  heavy  and  exten- 
sive program  of  work  laid  out  for  us  this  week  wiU  contribute  to  the  continued 
success  and  gro\vt.h  of  tliis  great  institution. 

As  in  all  years,  we  are  meeting  to  further  a  great  common  cause — the  well 
being  and  improvement  of  our  hemisphere  and  the  world.  This  year  our  meeting 
has  a  special  significance  in  the  light  of  the  just  completed  historic  session  of 
our  Presidents  at  Punta  del  Este,  Uruguay,  where  our  Inter-American  Develop- 
ment Bank  has  been  given  major  assignments  in  agriculture,  education  and 
health  activities,  and  in  furthering  multinational  projects.  These  efforts  are 
not  only  important  in  and  of  themselves,  but  they  are  a  basic  prerequisite  to 
success  in  achieving  meaningful  economic  integration  and  the  development  of 
a  great  Latin  American  common  market. 

The  Presidents  of  our  countries  already  have  set  the  theme  for  this  meeting 
when  they  recognized  the  benefits  of  joint  action  to  accomplish  the  goals  of 
integration  and  development,  and  stated: 

— Latin  America  will  create  a  common  market. 

— We  will  lay  the  physical  foundations  for  Latin  American  economic  inte- 
gration through  multinational  projects. 
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— -We  will  join  in  efTorts  to  increase  substantially  Latin  American  foreign 
trade  earnings. 

— We  will  modernize  the  living  conditions  of  our  rural  populations,  raise 
agricultural  productivity  in  general  and  increase  food  production  for  the 
benefit  of  both  Latin  America  and  the  rest  of  the  world. 

— We  will  vigorously  promote  education  for  development. 

— We  will  harness  science  and  technology  for  the  service  of  our  peoples. 

— We  will  expand  programs  for  improving  the  health  of  the  American 
peoples. 

— Latin  America  will  eliminate  unnecessary  military  expenditures. 
A  great  deal  has  transpired  since  we  met  in  Mexico  City  a  year  ago.  There 
has  been  progress  in  the  hemisphere  under  our  Alliance  for  Progress,  and  the 
Bank  has  continued  to  make  its  important  contribution  to  that  progress.  We 
have  increased  flows  of  external  assistance.  Further,  we  have  increased  self-help 
performance  in  mobilizing  domestic  resources  and  in  carrying  out  necessary 
reforms.  We  will  hear  further  during  the  next  few  days  how  this  institution  of 
ours,  the  "Bank  of  the  Alliance,"  the  "Bank  of  Integration,"  the  Inter-American 
Development  Bank,  has  led  the  way  in  this  hemispheric  war  against  special 
privilege  and  poverty.  We  have  come  a  long  way  since  1960,  for  we  no  longer 
have  to  hold  out  hope  with  mere  words.  There  are  activities  in  operation  which 
further  the  economic  and  social  being  of  the  peoples  in  the  member  countries. 
Our  Bank,  which  has  passed  the  $2  billion  mark  for  loan  commitments,  has 
touched  almost  every  facet  of  the  economic  and  social  fabric  in  this  hemisphere. 
We  truly  have  an  historic  meeting  in  front  of  us.  The  Board  of  Executive 
Directors  and  the  management  of  the  Bank,  under  the  outstanding  leadership 
of  President  Felipe  Ilerrera,  has  had  a  record  year  and  has  developed  a  full 
tentative  agenda  for  our  consideration  to  set  the  stage  for  the  future.  We  are 
called  upon  to  respond  to  the  needs  and  aspirations  of  the  peoples  in  this  hemi- 
sphere by  requesting  our  governments  to  expand  the  resources  of  the  Bank, 
both  in  the  ordinary  capital  and  the  Fund  for  Special  Operations.  We  have  had 
submitted  to  us  a  recommendation  on  the  admission  of  the  first  new  member 
to  this  young  institution.  We  are  asked  to  consider  the  steps  which  need  to  be 
taken  to  accelerate  resources  from  nonmember  countries  to  the  Bank.  Finally, 
we  will  need  to  act  on  a  new  procedure  for  the  election  of  Executive  Directors. 
This  is  indeed  a  large  task,  but  I  am  sure  that  when  the  week  ends  we  will 
have  carried  out  our  responsibilities  and  will  be  able  to  present  to  our  govern- 
ments succes.sful  fruits  of  our  labors. 

The  wide  representation  at  this  meeting  from  every  part  of  the  world,  cover- 
ing both  public  and  private  institutions,  is  another  sign  of  the  importance  of 
our  institution  and  these  deliberations.  These  organizations  and  governments 
have  an  important  role  to  play  in  the  development  of  the  hemisphere.  One  of 
the  reports  placed  before  us  by  the  Board  of  Directors  clearly  sets  forth  the 
positive  role  many  of  the  industrialized  countries  of  the  world  have  played  in 
the  development  of  the  hemisphere  through  the  provision  of  resources  to  the 
Bank.  On  the  other  hand,  it  also  reports  conditions  that  call  for  correction  where 
nonmember  countries  are  benefiting  from  Bank  resources  without  anj^  commen- 
surate recognition  of  the  Bank's  capital  needs  and  requirements. 

It  is  significant  that  we  have  present  here  representatives  of  the  foreign  and 
domestic  private  sector.  We  welcome  them — representatives  of  business,  labor, 
and  cooperatives — and  I  am  sure  we  do  not  have  to  stress  before  this  audience 
the  truism  that  the  free  private  sector  in  each  of  the  countries  is  the  key  to  a 
successful  development  effort.  The  flow  of  private  investment,  which  has  improved 
recently,  has  not  vet  achieved  the  necessary  level  to  accomplish  our  broad  objec- 
tives. It  is  important  that  all  of  our  governments  take  all  possible  steps  to  accel- 
erate and  facilitate  that  flow.  I  hope  that  the  Bank  may  be  able  to  play  a  more 
significant  role  in  this  area. 

We  should  congratulate  the  Bank  management  on  selecting  as  the  topic  for 
the  deliberations  of  the  round  table  this  year,  "Latin  American  Agricultural 
Development  in  the  Next  Decade."  There  is  no  more  crucial  facet  of  the  develop- 
ment of  the  hemisphere  facing  us  today  than  the  problems  of  rural  development. 
We  have  been  indeed  fortunate  in  the  United  States  to  have  available  an 
up-to-date  penetrating  survey  and  analysis  conducted  in  U.S.  Congress  on  the 
problems  of  agricultural  development  in  Latin  America  and  of  the  Bank's  role. 
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I  commend  to  the  Governors  two  extremely  valuable  reports  of  the  Subcommittee 
on  International  Finance  of  the  House  Banking  and  Currency  Committee,  under 
the  able  and  inspired  leadership  of  Representative  Henry  S.  Reuss.  These  reports 
conclude  that  the  emerging  world  food  crisis  can  be  avoided  in  Latin  America, 
where  indeed  the  prospects  for  expanded  food  production  are  far  more  favorable 
than  in  other  developing  areas  of  the  world.  What  is  needed  is  additional  capital 
both  from  domestic  and  external  sources,  additional  investments  and— crucially — 
more  adequate  and  purposeful  comprehensive  planning  for  agricultural  develop- 
ment. The  Bank,  too,  has  taken  exceptional  intellectual  leadership  in  dealing 
with  this  problem  by  undertaking  a  challenging  study  entitled,  "Agricultural 
Development  in  Latin  America:  Current  Status  and  Prospects,"  and  has  carried 
this  forward  by  continuing  here  at  the  Shorehara  Hotel  for  the  rest  of  the  week 
the  round  table  discussions. 

This  year  will  be  an  historic  year  for  our  hemisphere.  We  have  had  the  meeting 
of  the  Presidents.  We  are  inaugurating  here  today  our  eighth  annual  meeting 
of  the  Inter-American  Development  Bank  here  in  Washington.  In  September, 
our  sister  institutions,  the  International  Monetary  Fund  and  the  International 
Bank  for  Reconstruction  and  Development  will  meet  in  Rio  de  Janeiro,  Brazil, 
to  face  some  major  international  financial  issues. 

In  inaugurating  our  deliberations  I  believe  we  have  a  responsibility  to  take 
into  account  the  arena  of  international  financial  problems  in  order  to  place  our 
discussions  in  the  proper  context.  We  are  actively  engaged  in  negotiations  on 
the  future  of  the  international  monetary  system  and  new  arrangements  to  assure 
the  continued  and  adequate  growth  of  international  liquidity.  This  is  a  matter 
of  vital  interest  to  us  all,  and  to  the  future  of  the  Bank,  which  I  am  confident 
will  culminate  in  historic  decisions  in  Rio  de  Janeiro. 

Another  financial  problem  of  hemispheric  concern  is  the  problem  of  the  U.S. 
balance  of  payments.  The  termination  of  the  persistent  deficit  in  the  U.S.  balance 
of  payments  and  the  continued  strength  of  the  dollar  as  the  keystone  of  the 
international  monetary  and  trading  system  remain  objectives  of  the  highest 
national  priority  to  the  United  States.  The  report  of  the  Executive  Directors 
before  us  at  this  meeting  provides  recognition  that  these  objectives  are  also  of 
interest  to  the  Bank,  and  I  am  sure  that  my  fellow  Governors  will  agree  that 
these  objectives  are  of  critical  interest  for  each  of  their  nations  individually  as 
well  as  for  the  hemisphere  as  a  whole.  What  is  required  is  a  continuing  cooperative 
effort,  taking  account  of  the  role  and  responsibilities  of  the  United  States  through- 
out the  free  world,  and  designed  to  avoid  actions  which  by  threatening  the  U.S. 
balance  of  payments  would  also  endanger  continued  assistance  to  free  world 
development  and  the  search  for  growth  with  stability. 

I  am  pleased  to  note,  as  Governor  for  the  United  States,  the  cooperative  meas- 
ures adopted  in  the  Bank  and  the  further  measures  proposed  by  the  Directors 
for  ovir  consideration  during  the  coming  week  in  conjunction  with  redoubled 
self-help  and  mutual  assistance  efforts.  The  United  States,  for  its  part,  takes  its 
responsibility  very  seriously — both  toward  the  Bank,  in  which  it  is  the  major 
stockholder,  and  toward  the  hemisphere.  By  its  actions  in  the  past,  and,  I  can 
assure  you,  today  theUnited  States  strongly  supports  the  concepts  of  multilateral 
assistance  embodied  in  the  charter,  and  the  important  place  of  Latin  America 
in  the  world. 

As  an  introduction  to  a  most  significant  week  I  have  only  sketched  for  you 
the  highpoints.  I  am  sure  there  will  be  opportunity  for  all  delegations,  including 
the  United  States,  to  comment  on  these  and  other  important  matters. 

In  addressing  ourselves  to  the  task  before  us  in  the  coming  week,  let  us  bear 
in  mind  the  words  which  President  Johnson  at  Punta  del  Este  addressed  to  the 
youth  of  our  nations : 

"The  time  is  now.  The  responsibility  is  ours.  Let  us  declare  the  next  10  years 
the  decade  of  urgency.  Let  us  match  our  resolve  and  our  resources  to  the  common 
tasks  until  the  dream  of  a  new  America  is  accomplished  in  the  lives  of  all  our 
people." 

I  again  welcome  all  the  delegations  to  my  country  and  dedicate  ourselves  to 
the  task  at  hand  which  will  influence  the  future  course  of  this  institution. 

I  hereby  declare  the  eighth  meeting  of  the  Board  of  Governors  of  the  Inter- 
American  Development  Bank  inaugurated. 
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Exhibit  50.— Statement  by  Secretary  Fowler,  May  3,  1967,  before  the  Sub- 
committee on  International  Finance  of  the  House  Committee  on  Banliing 
and  Currency,  on  increasing  the  resources  of  the  Fund  for  Special  Operations 
of  the  Inter-American  Development  Bank 

It  is  a  pleasure  to  appear  before  you  today  in  support  of  a  proposal  to  increase 
the  resources  of  the  Fund  for  Special  Operations — the  FSO — of  the  Inter-American 
Development  Bank. 

The  proposed  legislation  on  this  matter  was  transmitted  to  the  Congress  on 
April  28.  There  has  also  been  submitted  to  the  President  and  to  the  Congi-ess  a 
special  report  of  the  National  Advisory  Council  on  International  Monetary  and 
Financial  Policies.  This  special  report  doscrit)es  the  background  and  the  details 
of  the  proposal  and  includes  a  recommendation  of  the  Council  that  the  Congress 
act  favorably  on  the  proposal.  I  have  also  made  available  to  the  members  copies 
of  the  Bank's  latest  annual  report,  for  the  year  1966. 

I  have  vi^ith  me  today  the  Assistant  Secretary  of  State  for  Inter-American 
Affairs,  Mr.  Lincoln  Gordon,  and  the  U.S.  Execvitive  Director  of  the  Bank, 
Assistant  Secretary  of  the  Treasur.y,  Mr.  True  Davis.  With  j'our  permission, 
I  should  like  to  make  an  introductory  statement  on  the  proposal,  after  which 
I  will  call  upon  these  gentlemen  to  supplement  my  remarks.  Mr.  Gordon  will 
provide  3'ou  with  information  on  the  general  context  in  which  the  proposal  is 
presented — the  Alliance  for  Progress  and,  most  notably,  the  recent  meeting  of 
the  Presidents  of  America  in  Punta  del  Kste.  Mr.  Davis  will  testify  regarding 
the  Bank,  and  describe  its  management  and  its  administration  of  the  tasks  en- 
trusted to  it  by  the  inter-American  commvuiity. 

The  Fund  for  Special  Operations  of  the  Inter-American  Development  Bank 
was  established  as  the  so-called  "soft-loan  window"  of  the  Bank.  It  has  long 
been  amply  clear  that  the  less-developed  countries  cannot  assume  on  conventional 
banking  terms  the  capital  required  to  advance  their  development.  The  problems 
of  economic  and  social  development  are  too  vast,  and  the  resource  transfers 
required  from  the  more-developed  to  the  less-developed  countries  are  too  great. 
This  has  been  recognized  in  our  own  tnlateral  assistance  programs,  which  have 
long  provided  the  more  liberal  terms  appropriate  for  long-term  development. 
Among  the  international  institutions,  the  problem  had  been  recognized  prior 
to  the  establishment  of  the  Bank  by  the  creation  of  the  International  Develop- 
ment Association  (IDA) — as  an  essential  partner  of  the  World  Bank,  to  make 
loans  on  softer  terms  than  was  otherwise  possible  by  the  World  Bank.  As  is  the 
case  with  IDA,  the  funds  to  support  FSO  lending  activities  can  be  obtained  only 
from  member  contributions.  There  are  no  private  soiu-ces  of  funds  on  the  soft 
terms  required. 

The  United  States  has  participated  in  the  concessional  lending  activities  of  the 
Inter-American  Development  Bank  through  two  separate  facilities — the  Social 
Progress  Trust  Fund,  created  by  the  United  States  and  administered  by  the 
Bank,  and  the  FSO.  Tlirough  1964,  the  United  States  contributed  $525  million 
to  the  SPTF  and  $150  million  to  the  FSO.  In  19G5,  however,  it  was  decided  to 
terminate  further  contributions  to  the  SPTF,  to  assign  the  functions  heretofore 
performed  by  it  to  the  P\SO,  and  to  increase  the  U.S.  contribution  to  the;  FSO  as 
the  sole  remaining  soft-loan  operation  within  tlie  IDB.  In  order  to  provide  for 
this  expanded  level  of  activities,  the  Congress  autliorized  a  U.S.  contribution  of 
$750  million  in  supj)ort  of  FSO  operations  foreseen  through  calendar  year  1967. 

It  is  now  necessary  to  consider  a  further  replenisliment  of  the  resources  of  the 
FSO.  The  last  replenishni(>nt,  as  I  have  noted,  was  intended  to  provide  for  opera- 
tions through  1967.  The  Governors  of  the  Bank  at  their  meeting  in  Mexico  City 
in  1966  instructed  the  Executive  Directors  to  stvidy  the  position  of  the  Bank's 
resources  and  possible  needs  subsequent  to  1967,  and  to  prepare  a  report  and 
recommendations  for  consideration  at  the  1967  Govt^rnors  meeting.  You  will  find 
before  you,  as  an  annex  in  the  special  report  of  the  National  Advisory  Council, 
the  report  which  the  Executive  Directors  submitted  to  the  Governors  at  their 
meeting  here  in  Washington  last  week.  After  consideration  of  the  Din^ctors' 
report,  I  joined  the  other  Governors  in  adopting  a  resolution  recommending  that 
the  Bank's  members  take  the  necessary  steps,  under  their  constitutional  proc- 
esses, to  make  effective  an  increase  of  the  resources  of  the  FSO,  as  recommended 
by  the  Executive  Directors,  beginning  at  the  end  of  this  calendar  year. 

But  in  moving,  as  I  have  done,  from  the  meeting  of  the  Bank's  Governors  in 
Mexico  and  their  meeting  here  last  week,  I  have  passed  over  a  year  of  historic 
consequence  to  Latin  America  and  inter-American  cooperation.  This  was  a  year 
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of  intense  activity  which  cuhninated  in  the  meeting  of  American  Presidents  3 
weeks  ago,  and  the  promulgation  on  April  14  of  the  historic  "Declaration  of  the 
Presidents  of  America." 

The  development  of  the  Inter-American  Development  Bank  in  its  brief  exist- 
ence has  been  profoundly  affected  by  two  great  milestone  events  in  inter- 
American  cooperation.  The  first  of  these  was  the  Act  of  Bogota  of  1960.  This 
brought  us  to  recognize  the  key  role  of  social  development  in  economic  improve- 
ment. Next  was  the  Charter  of  Punta  del  Este,  establishing  the  AUiance  for 
Progress  as  the  guide  for  all  our  efforts  toward  the  betterment  of  the  hemisphere 
and  the  lives  of  our  peoples.  The  replenishment  of  the  Fund  for  Special  Operations 
which  we  are  now  asking  you  to  approve  would  be  the  first  concrete  implementa- 
tion of  the  third  landmark  event — the  declaration  of  the  Presidents,  giving  new 
vieor  and  new  directions  to  the  Alliance  of  the  Americas. 

The  report  of  the  Executive  Directors,  the  deliberations  and  actions  of  the 
Governors,  and  the  proposal  which  is  now  before  you  have  fully  taken  into 
account  the  decisions  of  the  Presidents  at  Punta  del  Este. 

In  accordance  with  these  decisions,  the  Latin  American  members  of  the  Bank 
have  again  resolved  to  increase  and  strengthen  their  own  self-help  efforts.  This 
resolve  finds  its  tangible  expression  in  the  proposal  to  double  the  futiire  contri- 
bution of  the  Latin  American  members  of  the  Bank  to  the  Fund  for  Special 
Operations.  For  the  3  years  1965-67,  their  contribution  in  their  own  currencies 
was  the  equivalent  of  $150  million;  for  the  next  3  years,  they  propose  to  make 
contributions  the  equivalent  of  $300  million.  Moreover,  the  principle  of  self-help 
is  now  being  extended  to  that  of  mutual  self-help.  The  four  largest  Latin  American 
members — Argentina,  Brazil,  Mexico,  and  Venezuela — propose  to  permit  a 
substantial  portion  of  their  contributions  to  be  used  by  the  Bank  to  make  loans 
to  the  other  members,  which  are  relatively  less  industrialized  and  have  relatively 
weaker  financial  and  resource  capabilities. 

As  is  made  clear  in  the  report  of  the  Executive  Directors,  the  future  activity 
of  the  expanded  FSO — ^as  well  as  the  activity  of  the  entire  Inter-American  De- 
velopment Bank — will  be  oiuented  especially  toward  those  problem  areas  singled 
out  for  special  attention  by  the  Presidents. 

The  urgent  problem  of  rural  modernization  and  improved  agricultural  pro- 
duction— especially  of  food — -will  be  given  the  highest  priority,  as  it  deserves.  I 
would  not  miss  this  occasion  to  note  the  extremely  vahiable  contribution  toward 
our  understanding  of  the  critical  issues  at  stake,  for  Latin  America  and  the  entire 
world,  which  was  made  last  fall  by  this  subcommittee  and  its  distinguished 
chairman.  Your  efforts  have  greatly  influenced  the  approach  to  the  problem 
reflected  in  the  declaration  of  the  Presidents  as  well  as  in  the  policies  of  the 
Bank  set  forth  in  the  report  of  its  Directors.  Please  accept  my  personal  appre- 
ciation of  your  contribution. 

In  addition  to  redoubled  efforts  in  agriculture,  the  Bank  proposes  an  extension 
of  its  activities  in  education  and  health  in  the  directions  laid  down  by  the  Presi- 
dents. And  the  Bank  now  proposes  to  move  forward  even  more  vigorously  in 
the  new  direction  agreed  upon  by  the  Latin  American  Presidents — toward  the 
multinational  infrastructure  required  for  the   development  of  Latin   America. 

To  this  end,  the  Bank  has  already  established  a  "Preinvestment  Fund"  within 
the  FSO  to  carry  out  the  urgently  needed  feasibility  studies  and  other  necessary 
preparations  for  the  execution  of  multinational  projects.  The  Bank  proposes 
to  devote  annually  up  to  $100  million  of  its  resources  (both  ordinary  capital 
and  FSO)  toward  the  financing  of  such  projects.  Multinational  projects  will 
not  only  assist  in  bringing  the  continent  together  by  improved  transportation 
and  communications  and  beginning  the  exploitation  of  the  vast  physical  resources 
possessed  in  common — such  as  water  and  power — but  also  further  the  Common 
Market  objective  which  the  Latin  American  Presidents  have  set  for  themselves. 

It  was  to  meet  this  new  responsibility  to  move  forward  with  multinational 
projects  that  President  Johnson,  in  his  message  to  the  Congress  of  March  13, 
on  the  forthcoming  meeting  of  the  Presidents,  proposed  an  increase  of  $50  million 
in  the  annual  level  of  our  contributions  to  the  FSO,  over  and  above  the  $250 
million  annual  level  of  our  contributions  in  the  past. 

The  proposal  before  you  thus  seeks  your  authorization  of  a  $900  million  U.S. 
contribution  to  the  FSO  over  a  3-year  period.  Such  a  U.S.  contribution  stands 
in  a  ratio  of  3  to  1  to  the  proposed  contributions  of  the  Latin  American  members, 
in  contrast  to  the  ratio  of  5  to  1  which  applied  in  the  last  increase  of  FSO  resources 
agreed  in  1965. 
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As  Secretary  of  the  Treasury,  as  well  as  U.S.  Governor  for  the  Bank,  I  have 
had  the  responsibility  to  assure  myself  tliat  the  operations  of  the  liauk — as  of 
the  other  international  institutions — an;  conducted  in  a  manner  consistent  with 
our  balance-of-payments  policy,  liegimiinf^  with  their  last  expansion  in  1965, 
loans  from  the  U.S.  contribution  to  th(!  FSO  were  made  subject  to  the  same 
procurement  regulations  applied  in  the  SPTP\  Such  funds  must  be  spent  in  the 
United  States,  except  in  cases  where  the  Bank  may  approve  prociuement  in  a 
Latin  American  member  country  when  this  is  considered  advantageous  to  the 
borrower.  Dollar  funds  may  also  be  used  in  the  country  of  the  borrower  to  finance 
local  project  costs,  but  the  dollars  must  then  be  spent  in  the  United  States  imder 
special  letter  of  credit  proccuiures  similar  to  those  of  oiir  own  bilateral  aid  program. 
The  substantially  enlarged  Latin  American  contribution  to  the  FSO  now  proposed 
will  helj)  to  limit  the  use  of  dollars  necessary  to  finance  local  project  costs,  and 
the  Bank  has  also  proposed  to  hmit  the  use  of  dollars  for  local  costs — except  for 
agriculture  and  education — to  the  levels  achieved  on  the  average  in  1966.  The 
special  letter  of  credit  technique  will  also  be  kept  under  review  to  improve  its 
effectiveness.  Taking  accoimt  of  these  measures  to  strengthen  U.S.  export  addi- 
tionally associated  with  U.S.  assistance,  and  on  the  basis  of  our  experience  in 
the  SPTF,  we  estimate  that  about  90  percent  of  FSO  funds  disbursed  in  the 
future  will  return  to  the  United  Stat(>s. 

I  am  happy  to  report  to  you  that  I  have  met  with  complete  understanding  and 
cooperation  on  the  part  of  the  Bank  in  measures  to  safeguard  the  U.S.  balance 
of  payments.  For  example,  I  should  like  to  quote  for  you  some  passages  from  the 
recent  report  of  the  Bank's  Directors  on  the  proposed  increase  in  resources: 

"Many  activities  of  the  Fiuid  require  a  substantial  amount  of  local  currency 
expenditure.  However,  in  relation  to  the  financing  of  local  costs  with  dollars, 
recognition  must  be  given  to  the  problem  of  the  balance  of  payments  of  the 
United  States,  and  the  Bank  will  attempt  to  hold  such  financing  to  an  appropriate 
mininuim.  The  Bank  is  also  striving  to  improv(!  the  present  procedures  whereby 
such  local  cost  financing  is  carried  out  with  the  least  efl"ect  on  the  U.S.  balance 
of  payments.  In  the  light  of  these  problems,  which  should  be  regarded  as  basically 
transitory  in  nature,  the  Bank  and  its  members  fully  api^reciate  the  difficulties 
inherent  in  U.S.  resjionsibilities  in  the  free  world.  Accordingly,  the;  Bank  proposes 
to  cooperate  in  the  greatest  possible  degree  with  the  United  States  in  meeting 
these  difficulties  by  suitable  measures,  which  obviously  would  be  subject  to 
review  as  conditions  changed. 

"The  percentage  of  dollar  financing  for  local  costs  will  be  established  in  ac- 
cordance with  the  nature  and  priority  of  the  projects  but  in  such  a  manner  that, 
on  the  average,  this  percentage,  except  in  relation  to  education  and  agriculture, 
will  not  exceed  the  level  which  prevailed  in  1966." 

At  last  week's  meeting  of  the  Governors,  I  was  especially  gratified  to  hear,  in 
several  of  the  public  speeches  and  in  a  number  of  private  conversations,  expres- 
sions of  imderstanding  regarding  the  U.S.  balance  of  payments,  of  realization 
that  our  problem  in  this  respect  is  also  one  of  vital  interest  to  the  Bank  and 
individual  countries,  and  of  willingness  to  cooperate  with  the  United  States  in 
finding  ways  to  meet  the  problem.  The  Governors  imderstand  that  we  can  aftord 
to  give  assistance,  bilaterally  and  through  the  Bank,  in  the  form  of  real  goods 
and  services  and  not  in  the  form  of  financial  transfers  which  might  be  used  to 
increase  or  maintain  purchases  from  industrial  countries  in  payments  surplus 
with  the  United  States  or  for  other  purposes  damaging  to  the  U.S.  balance  of 
payments. 

Although  not  a  part  of  the  proposal  before  us  today,  I  should  nevertheless 
like  to  inform  the  subcommittee  of  a  new  initiative  related  to  the  ordinary  capital 
resources  of  the  Bank  of  considerable  interest  for  the  U.S.  balance  of  payments. 
As  the  subcommittee  is  aware,  procurement  with  ordinary  capital  funds  may  take 
place  anywhere  in  the  free  world  on  an  international  competitive  basis.  There 
has  been  increasing  concern  in  the  Bank  that  this  procedure  has  benefited  a 
number  of  the  industrial  capital-exporting  nations  out  of  proportion  to  the  re- 
sources these  same  countries  have  made  available  to  the  ordinary  capital  in  the 
form  of  long-term  untied  loans  or  bond  issues  in  their  markets.  At  their  meeting 
last  week,  the  Governors  instructed  the  Directors  to  study  this  situation  care- 
fullj',  explore  alternative  courses  of  action,  and  adopt  or  propose  corrective 
measures  for  implementation  no  later  than  January  1,  196.S.  A  report  of  the 
Directors  on  this  matter  indicates  that  one  of  the  basic  principles  underlying 
such  measures  must  be  the  establishment  of  a  link  between  the  benefits  which 
nonmember  countries  derive  from  the  Bank  and  the  resources  they  provide,  by 
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limiting  procurement  to  those  countries  making  an  adequate  contribution    to 
the  resources  of  the  Bank. 

In  concluding  this  statement,  Mr.  Chairman,  let  me  stress  the  following  thought: 
If  the  Inter-American  Development  Bank  is  to  continue  to  play  a  key  role  in 
this  venture,  and  to  take  on  the  new  challenge  and  responsibilities  laid  down  by 
the  Presidents  last  month  at  Punta  del  Este,  it  is  essential  that  it  have  resources 
equal  to  the  tasks  it  faces.  That  is  the  reason  for  the  request  we  are  making  to 
replenish    its    Fund    for    Special    Operations. 

I  urge  that  you  act  favorably  on  this  legislation  at  an  early  date. 


Exhibit  51. — Remarks  by  Under  Secretary  Barr,  August  16,  1966,  at  ceremonies 
marking  deposit  of  the  United  States  Instrument  of  Ratification  of  the  Asian 
Development  Bank 

On  March  16,  when  President  Johnson  signed  the  legislation  by  which  the  U.S. 
Congress  gave  its  approval  to  American  participation  in  the  Asian  Development 
Bank,  the  President  turned  to  the  Ambassadors  of  the  Asian  members  of  the 
Bank— who  had  been  invited  to  the  White  House  at  the  President's  special  re- 
quest— -and  told  them: 

"This  is  a  moment  in  which  history  and  hope  meet,  and  move  on  from  here  as 
partners  *  *  *  This  act  is  an  economic  Magna  Carta  *  *  *  This  Bank  is  a  symbol 
that  the  twain  have  met,  not  as  Kipling  predicted,  'At  God's  great  Judgment 
Seat,'  but  at  the  place  of  men's  shared  needs." 

We  are  happy,  we  are  proud,  and  we  are  hopeful  as  we  meet  with  you  today  in 
the  United  Nations  to  intrust  to  your  keeping  the  official  instruments  by  which 
U.S.  participation  in  this  shining  new  venture,  the  Asian  Development  Bank,  is 
ratified. 

We  are  happy,  because  we  believe  in  this  project. 

We  are  proud,  because  by  this  act  of  ratification  we  officially  join  hands  with 
our  Asian  friends  in  a  venture  that  was  their  thought,  that  is  for  their  piu-poses 
and  benefits,  that  they  devised,  and  that  we  are  honored  to  be  permitted  to  enter. 

We  are  hopeful,  because  never  before  in  history  have  Asians,  as  they  do  in  this 
Bank,  pledged  that  they  will  seek  their  greatest  individual  good  in  the  greatest 
possible  common  progress. 

Through  that  pledge,  the  magnificent  richness  and  diversity  of  the  Asian 
cultures  can  be  brought  to  bear  all  on  one  common  aim:  the  development  of  Asia's 
great  natural  resoiu-ces,  and  of  her  untold  human  talent,  for  the  provision  of  a 
better  life  for  Asian  peoples,  from  Iran  to  the  far  reaches  of  the  Pacific  Ocean. 

But  we  come  here  in  a  mood  of  optimism  for  the  future  for  other  reasons  also. 
The  coming  into  being  of  the  Asian  Development  Bank  is  but  one — however 
important — of  a  series  of  notable  developments  that  have  taken  place  since 
April,  1965,  when  President  Johnson  threw  the  full  weight  of  the  United  States 
behind  the  proposal  of  the  Asians  for  this  Bank. 

The  Ministers  of  Education  of  South  Vietnam,  Laos,  Malaysia,  Singapore,  and 
Thailand  met  late  in  1965  with  Mr.  Eugene  Black,  President  Johnson's  Adviser 
on  Southeast  Asian  Development,  who  has  played  a  central  role  in  the  organization 
of  the  Asian  Development  Bank.  At  the  Bangkok  meeting  of  Asian  Education 
Ministers,  plans  were  laid  for  making  improved  and  more  widely  available  educa- 
tion the  foundation  stone  upon  which  economic  and  social  improvement  can  go 
forward  in  Asia. 

Out  of  this  has  come  a  suggestion  for  an  Asian  Institute  of  Technology,  and 
other  regional  centers  for  the  development  and  teaching  of  advanced  knowledge 
in  such  subjects  as  tropical  medicine,  agricultural  research,  science,  and  language 
teaching.  These  prospects  were  considered  by  more  than  100  specialists  from  Asian 
countries  who  met  at  Kuala  Lumpur  at  the  end  of  July. 

The  Mekong  Development  Committee's  dreams  are  advancing  to  reality.  It 
recently  set  up  a  professional  staff  at  Bangkok,  and  it  is  actively  promoting  and 
coordinating  the  planning  of  water  resources  development  projects  in  the  Lower 
Mekong  River  Basin.  The  most  recent  step  in  this  direction  was  the  Nam  Ngum 
Development  Fund  to  finance  a  hydroelectric  project,  for  which  the  United  States 
put  up  50  percent  of  the  funds,  joined  by  seven  other  countries. 

The  Governors  of  the  Central  Banks  of  Ceylon,  Laos,  Malaysia,  the  Philippines, 
South  Vietnam,  and  Thailand  have  begun  to  meet  together  to  discuss  economic 
and  social  development,  monetary  policy,  regional  cooperation  and  the  operations 
of  the  Asian  Development  Bank, 
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Only  a  few  months  ago,  at  the  initiative  of  the  Japanese  Government,  high  level 
representatives  of  all  the  countries  of  Southeast  Asia  sat  down  together  in  Tokyo 
to  discuss  their  economic  development  from  a  regional  point  of  view. 

Out  of  this  grew  a  project  carr3'ing  an  immense  cargo  of  hope:  the  decision  to 
convene  a  Southeast  Asia  Agricultural  Development  Conference,  perhaps  as 
early  as  this  autumn.  This  might  result  in  another  historic  first  for  Asia:  an 
Agricultural  Development  Fund  to  operate  in  conjunction  with  the  Asian  De- 
velopment Bank. 

In  June  of  this  year  Japan,  the  Republic  of  C'liina,  Australia,  Thailand,  South 
Vietnam,  the  Philippines,  Malaysia,  New  Zealand,  Korea,  and  Laos  met  in  Korea 
and  agreed  to  estat^lish  an  Asian  and  Pacific  Council. 

I  will  close  this  brief  summary  of  the  creative  awakening  that  is  going  on  in 
Asia  with  mention  of  two  political  developments  of  far  reaching  importance. 

First,  India  and  Pakistan  decided  last  fall  to  halt  a  conflict  that  could  have 
destroyed  their  development  prospects. 

Second,  only  a  few  days  ago,  Indonesia  called  off  its  confrontation  with  Malaysia. 

I  think  all  here  will  agree  that  these  highlights  of  events  in  Asia  fully  justify 
our  view  that  in  the  years  to  come,  one  of  the  world's  greatest  periods  of  human 
progress  will  be  seen  in  Asia. 

We  believe  that  the  Asian  Development  Bank  has  a  major  role  to  play  in  that 
progress,  and  that  it  will  play  it  fully.  In  doing  so,  it  will  have  our  warm  support. 


Exhibit  52.— Remarks  by  Under  Secretary  Barr,  April  20,  1967,  before  the  Con- 
temporary Club,  Indianapolis,  Ind. 

I  thought  it  might  be  useful  to  discuss  with  you  tonight  some  of  the  Treasury's 
thinking  on  one  of  the  great  problems  of  our  times:  the  need  for  a  new  level  of 
international  cooperation  in  handling  our  international  economic  affairs. 

I  want  to  discuss  with  you  two  separate  aspects  of  this  problem:  the  need  for 
more  adequate  international  monetary  reserves  and  the  need  for  l^etter  means  of 
handling  the  world's  balance-of-payments  problem,  including  a  more  cooperative 
approach  to  sharing  the  costs  of  world  economic  improvement  and  world  secui-ity. 

It  is  almost  2  years  ago  now  that  Secretary  of  the  Treasury  Henry  H.  Fowler 
drew  the  world's  attention  to  the  need  for  a  fundamental  ree.xamination  of  the 
international  monetary  system.  At  the  heart  of  the  suggestions  made  in  July  1965 
by  Secretary  Fowler  was  a  conviction  that  if  we  are  to  continue  the  tremendous, 
and  tremendously  beneficial,  economic  gi-owth  and  improvement  which  has  char- 
acterized the  free  world  in  the  postwar  era,  there  would  soon  be  a  need  for  more 
international  reserves  than  were  likely  to  be  supplied  by  additions  to  official 
reserves  in  the  form  of  newly  available  gold  or  l^.S.  dollars. 

The  negotiations  that  began  almost  2  years  ago,  based  upon  these  suggestions, 
were  at  that  time  felt  in  some  quarters  to  be  dealing  with  a  problem  that,  while 
real,  would  probably  not  become  pressing  for  some  time.  But  we  in  the  United 
States  always  felt  this  problem  to  be  of  a  more  imminent  nature  than  did  many 
people  in  Europe. 

Information  which  has  recently  become  available  about  the  events  during  the 
past  2  years,  very  strongly  confirm  our  view.  The  facts  are  that: 

— During  the  past  2  years  the  traditional  processes  by  which  world  reserves 

are  increased  have  not  yielded  a  growth  of  liquidity; 
— Such  inadequate  growth  of  reserves  as  has  occurred  in  the  past  2  years 
was  due  to  ad  hoc,  uncontrolled  and  impermanent  special  factors,  that 
cannot  be  projected  to  the  future. 

What,  then,  has  happened  recently  to  dry  up  the  traditional  sources  of  reserve 
increases? 

First,  the  flow  of  gold  into  official  reserves,  which  averaged  half  a  billion  dol- 
lars a  year  in  1960-64,  has  stopped.  In  1965,  official  reserves  got  only  a  quarter  of 
a  billion  dollars  additional  gold.  In  1966,  gold  in  official  hands  actually  declined — 
perhaps  by  as  nuich  as  $100  million — for  the  first  time  in  modern  liistory. 

Second,  even  though  U.S.  balance-of-paynients  deficits  continued,  tliese  defi- 
cits did  not  show  up  as  tlicy  had  in  the  past  as  additions  of  dollars  to  moncstary 
reserves.  Why?  The  answer  lies  in  another  crucial  fact:  the  fact  that  during  the 
past  2  years  convc-rsions  of  dollars  into  gold — chiefly  by  France — have  more  than 
offset  dollar  additions  to  official  reserves. 
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Only  one  conclusion  can  be  drawn  from  this  picture  of  prevailing  uncertainty 
as  to  the  future  of  reserve  growth  through  presently  available  processes,  and  that 
conclusion  is  the  following: 

We  can  no  longer  talce  continued  reserve  growth  for  granted.  Consequontly, 
since  we  want  our  individual  economies,  and  the  world  economy  as  a  whok-,  to 
continue  to  grow  at  healthy  rates,  there  is  no  time  to  waste  before  we  agrer  upon 
a  new  means  for  adding  to  the  world's  ability  to  increase  monetary  reserves. 

Let  me  emphasize  that  I  am  not  saying  that  current  circumstances  altogether 
rule  out  any  further  growth  of  reserves  through  the  traditional  processes  for  re- 
serve growth.  But  that  is  not  the  point.  The  point  is  that  the  reserve  needs  of  the 
world — including  the  need  to  reverse  the  long  downtrend  in  the  reserves  of  the 
United  States — will  substantially  exceed  any  such  remaining  flexibility  that  tra- 
ditional reserves  can  provide.  Consequently,  we  should  not — indeed,  must  not — 
wait  any  longer  to  set  up  the  machinery  for  the  deliberate  creation  of  a  new  reserve 
asset. 

Now  let  us  look  at  the  balance-of-payments  aspect  of  the  world  monetary 
system. 

Thd  United  States  has  had  balance-of-payments  deficits  in  every  year  since 
1950,  with  the  exception  only  of  1957. 

These  dollar  outflows  have  been  the  principal  sources  of  growth  in  world 
monetary  reserves  in  the  postwar  era.  Reserves  are  increased  when  dollars  that 
go  abroad  flow  from  commercial  channels  into  the  possession  of  central  banks 
and  become  a  part  of  a  nation's  monetary  reserves. 

By  the  late  1950's,  our  dollar  outflows  had  become  very  large,  averaging  $3.5 
billion  a  year  on  the  overall,  or  liquidity  basis,  in  195S,  1959,  and  1960.  Since  dollar 
outflows  become  potential  claims  upon  our  gold  stock  when  those  dollars  come 
into  the  possession  of  official  holders  abroad,  these  very  large  outflows  built  up 
dollar  holdings  abroad  to  the  point  that  the  U.S.  Government  had  to  take  action 
to  abate  the  further  growth  of  such  claims. 

Beginning  in  1961,  the  U.S.  Government  initiated  a  series  of  measures  to  reduce 
the  balance-of-payments  deficit.  It  has  been — and  is — our  aim  to  bring  our  pay- 
ments into  equilibrium  without  the  use  of  restrictive  measures  that  would  disrupt 
trade  and  travel,  and  without  abandoning  our  key  roles  in  free  world  securitj^  and 
economic  development. 

Despite  a  number  of  adverse  developments  our  deficits,  measured  on  a  liquidity 
basis,  have  fallen  from  an  average  of  $3.7  billion  in  th^  years  1958-60  to  an  aver- 
age of  $2.5  billion  in  the  years  1961  through  1964,  and,  in  1965  and  1966,  to  $1.3 
billion  and  $1.4  billion,  respectively.  This  radical  improvement  in  the  last  2  years 
occurred  despite  an  increase  in  net  military  expenditures  outside  the  United 
States  due  to  Vietnam  costs  exceeding  $950  million,  and  a  decrease  in  our  trade 
surplus — also  accountable,  in  part  at  least,  to  Vietnam— from  ths  peak  level  of 
1964  by  $1.9  billion  in  1965  and  by  $3  billion  in  1966. 

On  the  official  settlements  basis,  there  was  an  average  deficit  of  $0.5  billion 
in  1965-66,  compared  to  a  $2.2  billion  average  in  the  preceding  5  j^ears. 

In  part  we  are  using  short-term  temporary  measures  to  dampen  our  dollar 
deficits  by  moderating  private  capital  outflows.  We  are  rel3ang  on  these  holding 
operations  to  keep  our  deficit  under  control  during  tlie  period  of  our  special 
commitments  in  Southeast  Asia  and  during  the  period  required  to  realize  the 
benefits  of  our  long-range  program.  These,  of  course,  may  very  largely  be  over- 
lapping time  periods. 

This  short  term  holding  operation  tends  to  obscure  both  the  existence  and 
strategy  of  the  basic  program  we  are  employing  in  the  balance  of  payments 
adjustment  process. 

Our  basic  program — for  coming  into  a  sustainable  equilibrium — is  essentially 
a  long  term  one,  aimed  at  solving  the  problem  by  making  use  of  tliis  Nation's 
unexampled  economic  strength  in  the  context  from  which  that  strength  has  been 
derived:  competitive  free  enterprise. 

Let  me  stress  that  our  long  term  measures  for  achieving  sustainable  payments 
equilibrium  are  not  matters  for  the  future.  They  are  in  being  as  a  program  of 
action  that  is  already  showing  effects.  Let  me  summarize  them: 

Exports 

First  and  foremost,  we  must  maintain  levels  of  costs  and  prices  necessary  for 
a  strong  competitive  position  in  world  markets. 
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In  the  export  promotion  field  the  Commerce  Department  is  now  engaged  in 
a  host  of  important  and  productive  works  which  have  a  direct  beneficial  impact 
on  exports  today  and  provide  even  greater  promise  for  tomorrow. 

The  Export-Import  Bank  has  a  new  rediscount  facility,  and  it  is  steadily' 
streamlining  its  lending  and  guarantee  programs. 

But  we  realize  that  more  needs  to  be  done  in  the  export  field.  To  this  end, 
a  number  of  questions  are  being  raised:  Has  the  Government  simplified  its  regu- 
lations— tax  and  otherwise — and  its  financial  facilities  enough?  Is  American 
business  throughout  the  world  as  imaginative  and  aggressive  as  it  might  be? 
Must  more  be  done — perhaps  directly — to  stimulate  the  interest  of  our  commercial 
enterprises  to  sell  abroad?  Have  we  done  enough  to  compete  at  home,  on  a  fair 
and  nonrestrictive  basis,  with  goods  now  imported?  We  must  constantly  ask 
ourselves  such  questions  and  reevaluate  the  answers. 

Travel 

The  President  has  announced  that  he  will  shortly  appoint  a  Special  Travel 
Task  Force  to  recommend  means  by  which  the  U.S.  Government,  working  in 
cooperation  with  the  private  sector,  can  accelerate  foreign  travel  here.  Although 
the  travel  gap  has  been  widening  ($1.8  billion  in  1966  compared  to  $1.3  billion 
in  1960),  receipts  from  overseas  visitors  have  doubled  since  1960.  A  well-financed, 
joint  Government-private  sector  effort  can  surely  bring  results. 

Foreign  portfolio  receipts 

By  the  Foreign  Investors  Tax  Act,  the  United  States  has  attempted  to  help 
make  the  tax  treatment  of  investors  in  this  country  more  equitable.  The  Treasur}^ 
is  now  working  with  members  of  the  financial  community  to  spread  the  realiza- 
tion that  U.S.  corporate  securities  are  one  of  our  most  promising  export  products. 

In  the  financial  field,  several  countries  have  invested  a  portion  of  their  reserves 
in  longer  term  U.S.  investments.  The  yields  earned  by  these  investments  in  long 
term  instruments- — purchased  with  varying  maturities  to  provide  for  liquidity 
needs- — make  them  a  productive  manner  in  which    to    carry  official    reserves. 

It  must  be  obvious  to  aU  concerned,  here  and  in  other  countries,  that  the  success 
of  this  long  term  program  depends  importantly  on  (1)  the  continued  existence 
of  an  open,  competitive  and  cooperative  international  economic  order  and  (2) 
substantially  strengthened  multilateral  arrangements  to  insure  the  financial 
viability  of  programs  for  free  world  security  and  aid  to   developing  nations. 

Although  this  should  be  obvious,  we  nevertheless  continue  to  find  it  necessary 
and  relevant  to  emphasize  to  our  colleagues  from  other  countries  that  the  way 
in  which  the  United  States  handles  its  balance-of-payments  problem  also  depends 
on  the  cooperation  it  receives  from  other  countries  in  the  process,  and  upon 
the  way  in  which  other  nations  with  major  roles  in  world  economic  affairs  act 
in  deahng  with  their  own  domestic  and  international  monetary  problems.  We 
find  it  also  necessary  to  emphasize  that  this  cooperation  is  not  a  matter  of  helping 
the  U.S.  deal  with  its  problem,  but  is  a  matter  of  enabling  the  world  to  deal 
with  its  payments  problem  without:  undermining  the  international  monetary 
system;  subjecting  that  system  to  radical  and  undesirable  change,  or  withdrawing 
from  commitments  involving  the  security  and  development  of  others. 

Let  me  give  you  an  example. 

It  is  a  vital  part  of  our  long  term  payments  outlook  that  our  income  from 
investments  abroad  should  steadily  increase,  and  should  be  regarded  as  a  bulwark 
of  long  range  U.S.  balance-of-payments  strength. 

To  this  end,  our  voluntary  program  for  temporarily  moderating  our  private 
investment  outflou"  avoids  cutting  off  the  flow  of  U.S.  "private  investment  over- 
seas. What  we  do  seek  is  to  moderate  those  outflows  by  means  that  mitigate 
their  impact  upon  our  international  payments  accounts. 

However,  permanent  long  term  improvement  here  depends  importantly  upon 
changes  that  must  take  place  in  other  countries.  Why? 

One  reason  lies  in  the  fact  that  in  too  many  countries,  governments  have  so 
preempted  the  flows  of  savings  that  private  capital  markets  are  thin  and  costly. 

This  results  in  calls  upon  American  financing  for  projects  in  foreign  countries 
that  can  and  should  be  financed  by  foreign  capital  markets.  To  give  you  a  little 
insight  on  this  problem  and  its  importance: 

Between  1958  and  1965,  the  United  States  was  a  net  exporter  of  capital  in 
the  amount  of  $7.9  billion  as  a  result  of  foreign  issues  on  the  domestic  market 
less  domestic  issues  abroad.  In  the  same  period,  the  Common  Market  countries 
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were  net  importers  through  security  issues,  and  indeed  on  overall  capita!  accounts 
they  had  a  net  influx  of  almost  $1  billion.  In  conjunction  with  that,  let  us  note 
that  in  these  years  the  EEC  countries  were  running  surpluses  on  current  account 
amounting  to  $13.5  billion.  Thus,  not  only  was  there  a  failure  by  these  countries 
to  help  adjust  world  payments  by  the  export  of  capital,  but,  by  importing  capi- 
tal they  were  defeating  the  balance-of-payments  adjustment  process. 

As  another  example  of  the  role  of  better  mternational  cooperation  in  over- 
coming the  world's  payment  problem,  let  us  look  at  the  need  for  better  burden 
sharing. 

The  determination  of  the  share  a  nation  should  bear  in  helping  to  meet  the 
economic  assistance  requirements  of  the  less-developed  world  and  the  security 
requirements  of  om-  community  of  nations  requires  difficult  and  continuous 
decisions  on  a  host  of  issues.  These  issues  cannot  be  resolved  solely  on  the  basis 
of  domestic  resources  or  budgetary  considerations. 

I  believe  the  Asian  Development  Bank  represents  the  kind  of  burden-sharing 
necessary  if  the  industrial  nations  are,  together,  to  promote  economic  progress 
in  the  less-developed  world  in  the  decades  ahead.  The  Bank  has  capital  of  nearly 
a  billion  dollars,  of  which  $200  million  came  from  Japan,  $200  million  from  the 
United  States,  $415  million  from  other  regional  donors,  and  $150  million  from 
Western  Europe  and  Canada. 

While  no  absolute  precision  is  suggested  in  the  relationship  of  these  numbers, 
they  reflect  a  realization  on  the  part  of  many  nations  that  they  have  responsi- 
bilities, that  they  must  meet  them,  and  that  the  United  States  should  not  and 
cannot  bear  the  whole  burden,  or  even  a  majority  of  it  any  longer. 

We  will  be  asking  the  Congress  this  year  for  new  funds  for  the  Inter- American 
Development  Bank,  the  International  Development  Association,  and  the  Asian 
Development  Bank.  In  making  each  request,  we  have  asked  and  will  continue 
to  ask  ourselves:  (a)  What  are  other  donor  countries  contributing?  (6)  How 
aggressively  have  the  institutions  in  question  attempted  to  borrow  in  the  capital 
markets  of  other  donor  countries?  (c)  What  are  the  recipients  doing,  through 
self-help  efforts,  to  utilize  the  money  eflSciently?  (d)  What  safeguards  are  the 
institutions  providing  for  donor  countries  that  may  from  time  to  time  be  in 
balance-of-payments  difficulty  themselves? 

The  U.S.  Government  has  acted  vigorously  on  its  own  to  reduce  the  foreign 
exchange  costs  of  economic  assistance  and  military  outlays. 

Net  dollar  outflows  on  Government  grants  and  capital  have  been  reduced 
from  $1.1  billion  in  1961,  to  an  estimated  $736  million  in  1966.  In  addition,  there 
is  increasing  effort  to  make  sure  that  Government-financed  exports  do  not  sub- 
stitute for  commercial  exports  that  would  have  been  piu-chased  in  any  event. 

Between  1961  and  1965  net  military  foreign  exchange  expenditures  were 
reduced  from  $2.5  billion  to  $1.6  billion  despite  the  Berlin  crisis.  In  1966,  because 
of  Vietnam,  the  gap  widened  again.  But  even  without  Vietnam  the  burden  on 
the  U.S.  balance  of  payments  from  its  contribution  to  international  security 
could  be  large.  The  United  States  has  vast  resources — we  have  been  and  are 
willing  to  utUize  them  generously  in  the  defense  of  freedom  but  the  foreign  ex- 
change problem  adds  complications. 

It  comes  down  to  this:  alliances  which  rest  on  important  political,  social, 
economic,  and  military  plans  should  not  be  made  vulnerable  because  foreign 
exchange  financing  problems  have  not  been  resolved. 

We  should  be  able — indeed  we  must  find  ways — to  work  constructively  with 
our  allies  on  forms  of  multilateral  financial  arrangements  designed  to  neutralize 
the  foreign  exchange  consequences  of  the  locations  of  om-  troops  and  those  of 
our  allies.  The  arrangements  should  be  long  term  and  provide  financial  viability 
to  oiu"  alliances.  Discussions  now  underway  between  the  United  States,  the 
United  Kingdom,  and  the  Federal  Republic  of  Germany  designed  to  work  out 
security  and  financial  arrangements  in  a  trilateral  setting  may  pomt  the  way 
to  designs  that  could  embrace  other  multilateral  arrangements. 

It  is  not  only  the  Treasury  that  is  worried  about  the  kind  of  world  that  we 
are  going  to  have  in  the  near  future  should  we  fail  to  act  as  a  community  of 
nations,  and  to  act  soon,  to  renew  and  strengthen  the  types  of  international 
economic  cooperation  that  I  have  been  discussing.  Our  hopes,  and  our  fears, 
are  widely  shared  in  -the  Congress  and,  I  think  it  is  safe  to  assume,  therefore, 
in  the  country. 

There  is  concrete  evidence  of  this.  Permit  me  to  cite,  in  support  of  my  view, 
the  following  words  from  a  report  of  the  Subcommittee  on  International  Exchange 
and  Payments  of  the  Joint  Economic  Committee  of  the  U.S.  Congress  issued 
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last  fall,  and  significantlj'  entitled:  "Twenty  Years  After:  An  Appeal  for  the 
Renewal  of  International  Economic  Cooperation  on  a  Grand  Scale."  This  said: 

"The  world  is  in  trouble — deep  trouble — in  at  least  five  different  areas  of 
economic  negotiation  and  policy:  trade;  aid  to  less-developed  countries;  main- 
taining a  balance  in  international  payments;  international  monetary  reform; 
and  mainteiiance  of  stable  price  levels  in  economies  marked  by  full  employment 
and  rapid  economic  growth." 

For  many  months  now  we  have  been  asking  for  a  redcdication  of  the  great 
community  of  nations  embracing  Western  Europe,  the  Americas,  Japan,  Aus- 
tralia, and  New  Zealand  to  the  proposition  that  we  shall  each  gain  the  most 
individually  when  we  cooperate  to  gain  the  most  altogether.  We  have  reminded 
our  friends  and  allies  that  if  this  rededication  is  not  very  soon  seen  to  be  forth- 
coming in  concrete  terms  some  rather  unpleasant  alternatives  must  be  faced. 
These  pleas  and  warnings  have  been  taken  by  some  as  a  suggestion  that  the 
United  States  is  in  the  process  of  making  a  radical  change  in  its  international 
monetary  policies. 

Nothing  could  be  farther  from  the  truth. 

What  has  been  changing,  what  has  changed  and  what  is  subject  to  even  further 
change  is  our  view  of  what  other  nations  can  and — in  view  of  the  very  much 
improved  economic  circumstances  abroad — what  others  should  do.  We  think 
they  can  and  should  do  much  more  by  way  of  cooperation  than  they  could  have 
done  in  the  past.  We  think  that  others  can  and  should  now  do  unto  the  world 
economy  as  we  have  done  unto  that  economy  ever  since  World  War  II. 

Let  me  spell  that  out  just  a  little. 

We  are  exerting  every  effort  in  our  discussion  of  our  balance-of-payments 
problem,  in  our  programs  to  solve  that  problem,  and  in  our  negotiations  for  the 
improvement  of  international  monetary  arrangements  to  the  end  that  there 
should  be  no  change  in  our  basic  international  monetary  policies. 

With  respect  to  gold,  let  me  note  two  recent  and  controlling  statements  by 
the  Treasury: 

On  January  10,  in  response  to  inquiries  with  respect  to  press  reports  from 
Paris  suggesting  that  study  be  given  to  raising  the  price  of  gold  as  one  of  the 
means  of  meeting  international  liquidity  needs,  the  Treasury  stated: 

"The  price  of  gold  is  determined  by  its  relationsliip  to  the  United  States  dollar. 
This  relationship  has  been  fixed  at  $35  per  ounce  since  1934,  and  will  remain 
there.  Any  suggestion  that  the  price  of  gold  be  raised-  either  to  meef  needs 
for  additional  international  liquidity  or  for  any  other  reason — is  completely 
unacceptable  to  the  United  States.  Future  international  monetary  arrangements 
must  be  based  on  this  fact.  This  has  been  made  clear  to  French  financial 
authorities." 

On  April  11,  in  response  to  inquiries  concerning  statements  made  the  week 
before  as  to  the  possibility  of  any  change  in  current  U.S.  gold  policies,  the  Treas- 
ury said: 

"(1)  These  statements  have  no  official  standing  or  inspiration.  They  were  made 
by  private  citizens  and  reflect  only  their  own  views; 

"(2)  There  is  no  contemplated  change  in  U.S.  policy  toward  the  buying,  selling 
or  price  of  gold. 

"(3)  This  has  always  been  our  position  and  remains  so." 

Perhaps  our  posture  would  be  even  better  understood  if  we  spelled  out  just 
a  little  the  roots  of  our  international  economic  policy  as  it  stands  today  as  an 
index  of  the  responsibilities  of  the  rest  of  the  world  if  we  are  to  be  able  to  con- 
tinue our  policies  unchanged. 

In  the  1930's  and  during  World  War  II  a  vast  part  of  the  world's  monetary 
reserves  flowed  to  this  country. 

In  the  two  decades  since  World  War  II  the  United  States  has  operated  as 
the  world's  banker,  by  reason  of  taking  over  the  responsibilities  of  the  world 
reserve  currency  nation.  In  this  role  the  United  States  has  recycled  world  reserves, 
restoring  a  sound  and  balanced  pattern  of  monetary  reserves  among  the  nations, 
in  good  relation  to  the  size  of  national  economies  and  the  participation  of  nations 
in  the  world's  trade. 

Now  the  important  tiling  here  is  to  understand  clearly  how  this  was  done. 

Reserve  holdings  were  restored  through  the  adoption  and  long  continued 
operation  of  a  foreign  economic  policy  which  is  unparalleled  in  world  history 
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and  which  has  resulted  in  an  unexampled  era  of  world  economic  and  social  and 
political  improvement.  The  principal  elements  of  U.S.  foreign  economic  policy 
by  which  a  viable  and,  indeed,  highly  beneficial  international  monetary  system 
has  been  established  since  World  War  II  are  the  following: 

1.  A  liberal  trade  policy,  by  which  the  United  States  has  permitted  most  of 
the  world  to  lift  itself  by  its  own  bootstraps  through  ever  more  open  access  to 
the  largest,  richest,  and  most  swiftly  growing  market  in  the  world,  the  U.S. 
market. 

2.  A  liberal  view  of  our  responsibility  for  the  economic  well-being  of  other 
countries,  through  which  we  have  laid  out  $15  billion  for  assistance  to  Western 
Europe  under  the  Marshall  plan  and,  subsequently,  through  fiscal  year  1966 
$50.7  billion  for  development  assistance  to  the  less  developed  countries. 

3.  A  liberal  and  conscientious  view  of  our  responsibilities — in  a  world  too  weak 
to  defend  itself — for  the  defense  of  that  world  against  the  dangers  of  aggression 
from  the  Marxist  world.  We  have  borne  the  chief  costs  of  this  burden  and  we 
still  do  so  today.  In  the  defense  of  freedom,  we  have  spent  no  less  than  $860 
billion  from  1946  through  1967. 

4.  A  liberal  policy  towards  the  world's  need  for  private  capital  under  which 
U.S.  bankers  and  other  businesses  have  been  free  to  go  almost  anywhere  with 
their  money  without  limitations  as  to  amounts. 

It  is  the  dollar  outflows  resulting  from  these  policies  which  rebuilt  the  world's 
reserves,  chiefly  the  reserves  of  the  other  industrially  developed  nations  in  West- 
ern Europe,  the  British  Commonwealth,  and  Japan.  The  dollars  that  have  lodged 
in  official  accounts  as  a  result  of  our  trade,  aid,  and  capital  outflow  policies  have 
been  used  to  the  extent  desired  by  foreign  governments  to  rebuild  their  gold 
stocks  because  we  have  followed  without  change  our  policy  of  converting  official 
holdings  of  dollars  into  gold  at  $35  an  ounce. 

I  think  it  is  possible  to  summarize  this  whole  rather  complex  sweep  of  events 
fairly  simply  as  follows: 

We  wound  up  World  War  II  with  a  large  monetary  reserve.  Through  open- 
handed  trade,  aid,  and  capital  outflow  policies  that  have  benefited  the  rest  of 
the  world — and  the  United  States — ^to  an  unprecedented  degree,  we  have  recycled 
that  surplus  to  fertilize  the  world  economy  and  make  it  grow  as  never  before. 

What  we  now  say  to  the  rest  of  the  world  may  be  summarized,  I  think,  as 
follows: 

The  work  of  rebuilding  the  world's  reserves — and  in  this  way  reconstituting 
the  world  economy  shattered  by  the  Great  Depression  and  World  War  II — has 
been  done  by  the  United  States. 

The  present  and  controlling  fact  is  that  the  job  is  finished. 

It  is  now  up  to  the  rest  of  the  world  to  join  with  us  in  keeping  this  good  work 
going. 

Nations  that  have  continuing  surpluses  should  be  aware  that  they  are  just  as 
much  out  of  balance  as  nations  that  have  continuing  balance-of-payments  deficits. 

Nations  with  continuing  surpluses  should  realize  that  there  is  an  obligation 
upon  them  to  take  positive  action,  through  liberalized  trade,  aid,  defense  burden- 
sharing,  and  capital  outflow  poHcies  to  recycle  their  surpluses  to  do  the  world's 
work,  rather  than  to  hoard  their  surpluses. 

Finally,  it  should  be  realized  by  the  world  that  it  is  only  in  the  presence  of  this 
two-way  balance-of-payments  adjustment  pattern  that  nations  with  continuing 
deficits  can  expect,  or  be  expected,  to  come  into  sustainable  equilibrium  through 
the  use  of  sound  internal  and  external  economic  policies. 

Let  me  just  add  that  the  plan  for  reserve  creation  that  we  are  seeking  during 
this  Summer  is  completely  apart  from  the  balance-of-payments  problem.  No  one 
in  a  reasonable  frame  of  mind  can  suppose  that  we  would  seek  a  new  reserve 
asset  to  supplement  dollars  and  gold  only  to  weaken  the  value  of  that  asset  by 
attempting  to  use  it  to  finance  chronic  payments  deficits.  Our  objective  is  to 
reach  balance-of-payments  equilibrium  by  the  virtues  of  ovir  own  economic 
strength  and  through  the  soundness  of  our  own  economic  pohcies,  operating 
together  with  the  appropriate  cooperative  actions  of  the  rest  of  the  world  along 
the  lines  that  I  have  just  mentioned. 
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Exhibit  53.  — Excerpts  from  remarks  by  Under  Secretary  for  Monetary  AiTairs 
Deming,  July  14,  1960,  at  the  Third  International  Investment  Symposium, 
on  economic  growth  and  international  liquidity 

I 

Almost  5  years  ago,  the  annual  meeting  of  the  International  Monetary  Fund 
witnessed  the  birth  of  what  has  come  to  be  called  the  Group  of  Ten.  This  Group 
comprises  the  United  States,  the  United  Kingdom,  Canada,  Jai^an,  Sweden, 
Germany,  France,  Italy,  Belgium,  and  the  Netherlands — 10  major  industrial 
and  financial  nations  which  came  together  to  further  international  monetary 
cooperation.  A  year  later,  the  Group  established  the  General  Arrangements  to 
Borrow,  under  which  it  agreed  to  lend  up  to  $6  billion  in  its  ciu-rencies  to  the 
Fund,  under  particular  circumstances  and  conditions.  The  amounts  pledged  are 
over  and  above  each  country's  quota  in  the  Fund.  Of  the  $6  billion,  the  U.S. 
pledge  is  equivalent  to  one-third,  the  United  Kingdom's,  one-sixth,  the  five 
Common  Market  members  combined,  41  percent,  and  the  other  three  countries, 
9  percent. 

In  1963,  the  Group  began  to  study  the  subject  of  international  Hquidity.  It 
had  no  monopoly  on  this  subject,  of  course;  studies  had  been  going  on  in  the 
Fund  for  years,  and  various  governments,  officials  and  academics  had,  from  time 
to  time,  put  forward  proposals  for  new  types  of  reserve  assets  and  ways  to  adapt 
and  improve  existing  liquidity  arrangements.  And,  since  the  real  world  does  not 
always  wait  for  complete  analyses  and  perfect  plans  before  it  does  something, 
there  had  been  some  steps  taken  to  improve  the  mechanisms  of  international 
liquidity — -for  example,  the  development  of  short-term  swap  arrangements,  most 
notably  the  swap  network  based  on  the  Federal  Reserve  System. 

In  the  summer  of  1964,  the  Ten  reported  that  it  found  no  current  shortage  of 
international  liquidity  but  that  there  might  be  more  needed  in  the  future.  Thus, 
its  Ministers  and  Governors  charged  their  Deputies  with  continuing  study  of  the 
subject  and  particularly  asked  the  Deputies  to  examine  carefully  the  technical 
problems  involved  in  the  creation  of  new  reserve  assets.  At  the  same  time,  the 
Group  recommended  that  there  be  a  general  increase  in  Fund  quotas. 

Secretary  Fowler,  in  a  speech  made  last  July,  noted  the  work  that  had  been 
done,  both  in  general  and  technical  study,  and  called  for  the  beginning  of  actual 
negotiations  aimed  at  producing  a  specific  plan  for  future  reserve  asset  creation. 
He  suggested  the  establishment  of  a  preparatory  committee,  which  would  j^roduce 
such  a  plan  for  submission  to  an  international  monetary  conference  for  discussion 
and  approval,  and  stated  that  the  United  States  would  participate  in  such  a 
conference,  should  one  be  called. 

Last  fall,  at  the  time  of  the  Fund  annual  meeting,  the  Ministers  and  Governors 
of  the  Ten  gave  their  Deputies  a  new  mandate,  which  asked  the  Deputies  to 
"*  *  *  determine  and  report  *  *  *  what  basis  of  agreement  can  be  reached  on 
improvements  needed  in  the  international  monetary  system,  including  arrange- 
ments for  the  future  creation  of  reserve  assets,  as  and  when  needed,  so  as  to 
permit  adequate  provision  for  the  reserve  needs  of  the  world  economy."  The 
Ministers  and  Governors  also  stated  that  "*  *  *  as  soon  as  a  basis  for  agreement 
on  essential  points  has  been  reached,  it  will  be  necessary  to  proceed  from  this 
first  phase  to  a  broader  consideration  of  the  questions  that  affect  the  world 
economy  as  a  whole." 

The  Deputies'  report  will  be  discussed  by  the  Alinisters  and  Governors  of  the 
Ten  at  the  Hague  late  this  month.  At  that  point,  they  will  determine  whether, 
in  their  judgment,  there  has  been  sufficient  basis  for  agreement  to  proceed  into 
the  second  phase  and  presumably  will,  if  they  so  determine,  suggest  ideas  for 
the  form  and  nature  of  the  second  phase. 

Meanwhile,  other  work  in  the  field  of  international  liquidity  and  reserve  asset 
creation  has  been  proceeding,  both  in  the  Executive  Board  of  the  Fund  and  in 
other  organizations.  Thus,  the  time  seems  ripe  to  proceed  to  a  second  phase, 
which  would  produce  a  specific  plan  for  reserve  asset  creation. 

I  have  outlined  here  the  work  that  has  been  done  in  this  field.  Now  let  me 
examine  with  you  th(!  reasons  for  such  work,  the  importance  of  the  subject,  and 
the  problems  involved  in  it. 

II 

In  an  address  last  March  in  Chicago,  the  Managing  Director  of  the  Inter- 
national Monetary  Fund,  Mr.  Pierre-Paid  Schweitzer,  made  a  number  of  pene- 
trating comments  on  the  adequacy  of  international  liquidity  and  the  need  for 
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reserves.  He  commented  that  the  problem  of  adequacy  of  international  liquidity 
is  fundamental  but,  unfortunately,  is  also  "exceedingly  elusive."  There  is  recog- 
nition that  an  adequate  level  of  liqviidity  is  needed  to  sustain  the  expansion  of 
world  trade  and  world  economic  growth,  but  this  does  not  resolve  the  question 
of  what  is  the  adequate  level.  In  his  view,  liquidity  is  adequate  when  it  is 
"*  -  *  not  so  scarce  as  to  force  countries  to  balance  their  accounts  at  the  expense 
of  stifling  national  and  international  growth  but,  at  the  same  time,  not  so  plenti- 
ful that  countries  can  continue  to  run  deficits  without  regard  to  the  international 
consequences  of  those  deficits  in  stimulating  inflationary  pressures  abroad." 

Mr.  Schweitzer  pointed  out  that  the  amount  of  liquidity  available  in  the  recent 
past  had  probably  been  about  right.  He  suggested  that,  if  it  had  been  too  little, 
international  trade  could  hardly  have  grown  as  much  as  it  has,  nor  could  so  many 
countries  have  achieved  and  maintained  high  rates  of  growth  and  high  levels 
of  employment.  If  the  amount  of  liquidity  had  been  too  great,  there  would,  he 
thought,  almost  certainly  be  greater  evidence  of  inflation  than  there  is  at  present. 

Over  the  past  15  years,  free  world  reserves  have  increased  at  an  average  annual 
rate  of  about  2Vi  percent.  But  that  figure  masks  an  increase  of  5^^  percent  per 
year  in  the  world  outside  the  United  States  and  a  decline  in  United  States  re- 
serves. Of  the  5^-4  percent  per  year,  or  $30  billion,  gain  in  reserves  outside  the 
United  States,  new  monetary  gold  supplies  provided  about  one-quarter.  Another 
relatively  small  amount  came  from  the  operations  of  the  IMF,  where  certain 
claims  that  can  be  exercised  virtually  at  will  are  treated  as  part  of  world  reserves. 
Nearly  all  the  remainder  was  in  the  form  of  dollar  balances  accumulated  by 
foreign  countries  or  in  gold  taken  from  U.S.  reserves  as  previously  accumulated 
oflScial  dollar  balances  were  converted  into  gold. 

There  are  two  important  points  to  note  here.  First,  U.S.  reserves,  which  are 
held  primarily  in  the  form  of  gold,  have  declined  in  tlie  postwar  period.  In  part, 
that  decline  can  be  viewed  as  desirable,  in  that  it  permitted  a  better  distribution 
of  reserves.  But  the  United  States  cannot  go  on  losing  reserves  indefinitely;  in 
fact,  it  also  needs  to  increase  its  reserves  over  time. 

Second,  newly  mined  gold  has  provided  less  than  1  percent  per  year  growth 
to  total  monetary  reserves  over  the  past  15  years.  While  the  ^Yi  percent  per  year 
increase  in  total  reserves  outside  the  United  States  may  be  more  than  adequate, 
and  the  2)^  percent  rate  which  includes  U.S.  figures  may  be  closer  to  being  a 
desirable  rate,  there  is  little  question  that  less  than  1  percent  is  far  too  little. 
Thus,  it  would  seem  to  follow  that  some  new  form  of  reserve  asset  creation  is 
necessary. 

The  fact  that  there  is  not  clear-cut  acceptance  of  this  position  arises  from  the 
belief  in  a  number  of  continental  European  countries  that  the  past  situation  has 
not  been  ideal  and  that  the  rising  level  of  their  reserves  has  given  some  impetus 
to  inflationary  pressures  in  their  economies.  In  other  words,  they  might  have 
preferred  a  slower  rate  of  reserve  growth  themselves.  With  most  of  them,  the 
principal  domestic  problem  has  been  restraining  excessive  demands  on  resources, 
rather  than  a  deficient  rate  of  economic  progress. 

At  the  same  time,  there  is  rather  general  realization  in  most  countries  that  to 
swing  from  a  position  in  which  reserves  of  countries  outside  the  United  States 
were  growing  at  the  rate  of  5}^  percent  a  year  to  dependence  on  very  small  sup- 
plies of  new  monetary  gold  would  mean  cutting  down  reserve  increments  to  a 
fraction  of  recent  additions  to  reserves.  This  could  well  be  a  serious  and  risky 
undertaking.  Hardly  anyone  in  Europe  expects  that  gold  supplies  alone  would 
meet  the  world's  need  for  additional  reserves  for  a  very  long  time. 

There  seems  to  be  no  precise  quantitative  formula  that  can  produce  an  optimum 
figure  for  reserve  growth.  In  simple  terms,  we  need  enough  reserve  growth  to 
permit  countries  which  wish  to  increase  their  reserves  to  do  so  without  simul- 
taneously forcing  other  countries  to  reduce  their  reserves  too  much.  An  inter- 
national judgment  of  optimum  reserve  growth  must  balance  the  advantages  of 
avoiding  strains  on  the  international  payments  system  from  overly  restrictive 
policies  aimed  at  avoiding  reserve  losses  and  the  disadvantages  of  providing  for 
excessive  financing  of  deficits  and  surpluses. 

One  relationship  often  cited  as  a  guifle  to  reserve  needs  is  the  ratio  between 
reserves  and  world  trade.  This  relationship  can  harflly  be  characterized  as  precise, 
but  trends  in  it  are  worth  noting.  Ovcu-  the  j^ast  15  years,  world  trade  grew  at 
about  6  i)er('ont  ])er  y(>ar,  and  reserve  growth,  as  noted,  was  about  2)^  percent — 
or,  outside  tlie  United  Sttites,  5)^^  percent.  The  ratio  of  reserves  to  imports  in  1951 
was  67  percent;  in  1965,  it  was  43  percent. 
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Since  U.S.  reserves  were  falling  during  this  period,  the  big  decline  in  the  ratio 
was  in  the  United  States,  and  the  rest  of  the  world  held  its  ratio  reasonably  con- 
stant. Experience  varied,  of  course,  between  nations,  but  there  seems  to  have 
been  a  tendency  for  the  ratio  to  be  regarded  as  comfortable  when  it  was  between 
30  percent  and  50  percent. 

What  will  be  regarded  as  comfortable  in  the  future,  no  one  can  tell  now.  Per- 
haps one  should  not  use  the  past  as  a  rehable  guide.  But  it  would  seem  unwise  to 
ignore  it  completely.  Certainly,  any  long  downtrend  in  the  ratio  of  reserves  to 
trade  would  be  a  cause  for  concern. 

Ill 

It  may  be  useful  to  explore  somewhat  more  deeply  the  two  opposite  conten- 
tions that  the  international  monetary  system  is  likely  to  restrain  economic  growth 
or  has  restrained  economic  growth,  or  that  it  has  contributed,  or  is  in  danger 
of  contributing,  to  world  inflation.  Without  wishing  to  sweep  aside  both  of  these 
allegations  or  to  say  that  they  have  no  bearing,  I  would  suggest  that  there  may 
be  a  tendency  to  exaggerate"  and  overdramatize  the  relationship,  particularly 
in  the  short  run.  I  believe  that  a  much  stronger  case  can  be  made  for  the  impor- 
tance of  an  adequate  rate  of  growth  in  world  reserves  over  a  period  of  years  than 
in  terms  of  a  short-run  or  cyclical  impact.  Few  people  have  contended  in  the  past 
that  new  gold  supplies,  the  principal  form  of  new  reserve  accretions  in  earlier 
days,  were  an  important  factor  in  cyclical  or  short-term  business  fluctuations. 
But  they  have  felt  that  there  was  a  relationship  between  these  new  monetary 
gold  supplies  and  the  general  longer  rim.  trend  of  economic  growth. 

Generally  speaking,  we  can  see  a  priori  how  a  levehng  off  of  world  reserves 
could  affect  economic  growth  in  two  ways:  it  could  lead  to  domestic  policies  of 
economic  restraint,  and  it  could  result  in  restrictions  on  trade  and  capital  trans- 
actions across  international  boundaries. 

We  are  all  aware  that,  during  the  war  and  postwar  period,  import  and  exchange 
restrictions  were  widespread,  and  this  coincided  with  the  fact  that,  in  most 
countries,  reserves  were  insufficient  to  meet  heavy  demands  for  imported  goods 
of  all  kinds.  With  the  assistance  of  the  Marshall  plan,  and  of  large  military  dis- 
bursements by  the  United  States  in  Europe,  European  reserve  positions  became 
stronger  and  trade  and  payments  policies  were  liberalized. 

We  are  also  aware  that,  in  many  parts  of  the  world,  pressure  on  reserves  has 
led  from  time  to  time  to  restrictions  designed  to  conserve  reserves.  But  it  is  not 
too  easy  to  move  from  such  clear-cut  conditions,  when  reserves  are  obviously 
tight  in  a  particular  country  or  countries,  to  a  determination  as  to  whether  we 
need  a  more  or  less  liberal  flow  of  new  reserves  for  the  world  as  a  whole. 

To  follow  this  through,  let  us  assume  that  the  present  level  of  world  reserves 
of  $70  billion  were  to  become  a  ceiling  and  that  no  enlargement  of  this  total  took 
place  over  a  period  of  years.  We  can  hardly  assume  that  all  national  economies 
would  proceed  at  such  a  harmonious  rate  of  growth  that  each  country's  inter- 
national transactions  would  remain  perfectly  balanced,  even  if  we  were  to  assume 
that  we  started  with  such  an  ideal  condition.  Almost  certainly,  international 
imbalances  would  develop  and  would  probably  become  larger  in  absolute  terms 
as  international  trade  continued  to  grow.  Under  these  conditions,  whenever  any 
one  country  was  building  up  its  reserves  through  surpluses  in  its  balance  of  pay- 
ments, this  would  be  at  the  expense  of  a  dechne  in  the  reserves  of  other  countries. 

Deficit  countries  would  feel  the  pressure  of  shrinking  reserves  and  would  have 
to  decide  whether  to  restrain  domestic  growth  or  to  apply  restrictions  on  inter- 
national transactions,  or  both.  In  the  meantime,  surplus  countries  could  be  ex- 
periencing some  stinuilus  to  their  rate  of  growth  which  might  become  converted 
into  inflationary  pressures.  A  surplus  is  normally  expansionary,  whether  financed 
in  gold  or  in  some  other  way. 

There  is  a  considerable  probabiUty  that,  under  modern  conditions,  many 
countries  might  be  reluctant  to  restrain  domestic  activity  and  would  seek  more 
selective  approaches  which  would  be  likely  to  have  a  direct  restrictive  impact 
upon  international  transactions.  If  the  effect  of  these  measures  were  to  sliift  a 
deficit  to  another  country,  or  countries,  these  countries,  in  turn,  might  follow 
similar  restrictionist  policies,  with  a  cumulative  tendency  in  the  direction  of 
economic  isolationism  on  the  part  of  deficit  countries.  Only  to  the  extent  that 
these  restrictions  came  to  bear  upon  the  surplus  countries  would  they  cease  to 
have  tliis  cimiulative  effect. 

Insofar  as  the  deficit  countries  approached  the  problem  by  internal  restraint, 
they  might,  in  the  absence  of  domestic  inflationary  pressures,  and  if  they  had 
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a  wide  margin  of  unused  resources,  bring  about  a  decline  in  the  rate  of  growth  of 
the  world  as  a  whole.  This  would  be  particularly  true  if  the  deficit  countries 
were  relatively  large  and  important  in  the  world's  total  economy. 

On  the  other  hand,  surplus  countries  might  face  a  certain  dilemma  between 
their  desire  to  contribute  to  a  restoration  of  international  balance  through  a 
reduction  of  their  surpluses  and  their  desire  to  avoid  inflationary  pressures.  If 
they  undertook  to  restrain  domestic  growth,  motivated  by  a  natural  desire  to 
avoid  inflation,  the  result  could  be  to  strengthen  their  own  international  position 
and  enlarge  their  surpluses  still  further. 

Under  the  conditions  that  we  have  postulated,  I  believe  that  you  can  see  that 
it  might  be  in  the  general  interest  of  all  parties  to  have  a  certain  amount  of  new 
reserves  flowing  into  the  monetary  system.  Insofar  as  new  reserves  are  provided, 
some  countries  can  add  to  their  reserves  without  reducing  those  of  other  countries. 
A  flow  of  new  reserves  could  give  a  certain  amount  of  elasticity  to  the  system  and 
might  postpone  restrictive  measures  in  the  international  field  or  moderate  the 
need  for  domestic  restraint  by  relieving  the  strain  that  would  otherwise  be  placed 
on  the  international  monetary  S3"stem. 

I  would  not  want,  however,  to  exaggerate  the  significance  of  such  a  cushion 
of  new  reserves  in  terms  of  its  effect  on  rates  of  growth  or,  indeed,  on  inflationary 
pressures,  even  when  expansionary  forces  are  tending  to  place  heavy  strain  on 
a  country's  resources.  There  has  been  enough  experience  with  reserve  shortages 
and  balance-of-payments  deficits  in  the  past  10  years  to  make  clear  that  it  is 
by  no  means  certain  that  countries  with  limited  reserves  do  adopt  more  severe 
measures  of  domestic  restraint  than  countries  that  are  gaining  reserves  but  are 
subject  to  inflationary  pressures.  There  is  considerable  evidence  that  the  difference 
between  deficit  and  surplus  countries  is  more  likely  to  be  reflected  in  selective 
policies  affecting  their  international  trade  and  capital  transactions  than  in  their 
general  domestic  economic  policies.  On  the  whole,  domestic  policies  seem  to  have 
been  more  largely  determined  by  the  broad  economic  objectives  of  employment, 
growth  and  price  stability  than  by  fluctuations  in  international  reserves  or  balance- 
of-payments  positions. 

This  has  often  meant  that  surplus  countries  apply  policies  of  domestic  re- 
straint in  pursuit  of  their  objective  of  price  stability.  And  deficit  countries,  which 
might,  as  a  result,  have  to  go  even  further  than  surplus  countries  in  pushing 
domestic  restraint  in  order  to  have  a  favorable  impact  on  their  balance  of  pay- 
ments, may  be  strongly  tempted  to  seek  more  selective  ways  of  meeting  their 
international  problem.  For  example,  when  countries  with  large  and  growing 
reserves  tighten  monetary  policy  and  raise  interest  rates  because  they  find  it 
difficult  to  carry  out  fiscal  or  other  measures  to  restrain  inflationarj'  pressures, 
this  means  that  deficit  countries  may  be  left  with  a  lesser  margin  for  applying 
differentially  more  effective  monetary  policies.  The  ratcheting  of  interest  rates 
to  higher  and  higher  levels  by  competitive  international  action  may  have  some 
effect  in  dampening  the  rate  of  economic  growth  in  the  world  as  a  whole  but  may 
contribute  little  or  nothing  to  a  better  adjustment  of  international  payments. 
That  is,  it  may  exert  more  restraint  in  surplus  countries  or  as  much  as  in  deficit 
countries.  Other  credit  restraints,  which  are  not  dependent  entirely  on  general 
interest  rates  but  have  a  direct  and  specific  quantitative  impact,  may,  under 
such  conditions,  have  to  be  called  upon  to  make  an  effective  contribution  to 
balance-of-payments  improvements — an  example  being  the  selective  voluntary 
credit  restraint  program  in  the  United  States. 

In  most  cases,  additional  reserves  would  not,  in  my  view,  lead  to  relaxation  of 
monetary  policies,  unless  the  domestic  situation,  as  well  as  the  international 
position  of  a  country,  made  this  desirable.  Fears  that  new  reserves  would  lead 
to  such  relaxation  in  the  short  run  and  thus  contribute  to  inflation  are,  in  my 
view,  exaggerated. 

Exhibit  54.- — ^Remarks  by  Under  Secretary  for  Monetary  Affairs  Deming,  October 
31,  1966,  at  the  International  Finance  Session  of  the  53d  National  Foreign 
Trade  Convention,  on  the  international  monetary  and  payments  system 

I.  Introduction 

I  am  pleased  and  honored  at  the  opportunity  to  lead  off  this  year's  session  on 
international  finance.  With  every  year  that  passes,  it  seems  to  me  that  monetary 
and  payments  questions  have  attracted  more  attention.  What  I  intend  to  do 
today  is  to  look  at  these  questions  particularly  from  the  perspective  of  their 
significance  in  the  growth  of  world  trade. 
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To  focus  most  sharply  from  this  perspective,  let  me  pose  three  questions  and 
suggest  some  factors  that  must  be  considered  in  answering  them. 

1.  What  has  been  happening  to  the  American  balance  of  payments  and  what 
are  the  implications  of  these  developments? 

2.  How  can  the  management  of  the  present  international  payments  system— 
the  gold  exchange  standard — be  improved? 

3.  What  is  the  relationship  to  world  trade  of  contingency  planning  for  new 
reserve  creation? 

The  first  question  attempts  to  focus  attention  on  the  structural  factors  in  the 
U.S.  balance  of  payments,  the  steps  which  have  been  taken  to  correct  imbalances 
in  it  and  the  implications  of  recent  developments  for  the  United  States  and  for 
the  world  as  a  whole. 

The  second  question  involves  considerations  of  the  choices  open  to  the  major 
surplus  and  deficit  countries  in  managing  our  international  monetary  system  in 
the  near  term  future-especially  before  activation  of  any  plan  for  new  reserve 
creation. 

The  third  question  opens  the  way  to  an  exploration  of  the  relationship  between 
the  growth  of  trade  and  the  need  for  reserves. 

11.  The  U.S.  balance  of  payments 

I  need  not  recite  in  detail  the  record  of  the  American  balance  of  jjayments 
since  the  close  of  World  War  II.  We  ended  the  war  with  the  world's  strongest 
economy  and  with  a  strong  international  reserve  position.  We  gave  and  loaned 
generously  to  help  restore  a  healthy  world  economy  in  which  foreign  trade  could 
thrive.  We  had  surpluses  averaging  $1.75  billion  per  year  on  a  liquidity  basis  in 
our  international  accounts  from  1946  through  1949,  despite  our  great  efforts  to 
rebuild  a  war-shattered  world. 

We  had  deficits  averaging  $1.5  billion  from  1950  through  1956  and  a  small 
surplus  in  1957.  These  helped  to  produce  a  better  distribution  of  world  reserves 
and  paved  the  way  for  significant  balanced  growth  in  the  world  economy  and  in 
world  trade.  But,  jFrom  1958  on,  the  United  States  was  troubled  with  a  far  larger 
than  desired — or  desirable — deficit. 

Let  me  give  you  a  few  figures.  In  1960,  the  United  States  had  a  balance-of- 
payments  deficit  of  $3.9  billion.  On  commercial  trade  account — I  eliminate 
Government-financed  exports  from  this  figure — we  had  a  sur2:ilus  of  $2.9  biUion. 
On  what  I  call  "commercial  service  account" — which  does  not  include  any  military 
or  other  identifiable  Government  transactions,  travel  or  transportation  trans- 
actions, or  any  investment  income,  fees  and  royalties — we  had  a  surplus  of  about 
$450  million.  Thus,  what  I  call  commercial  trade  and  service  account  produced  a 
surplus  of  $3.4  billion — a  healthy  sign.  By  1964,  that  figure  had  grown  to  $4.6 
billion — a  good  rate  of  growth — but  we  still  had  an  overall  deficit  of  $2.8  billion. 

What  were  the  minus  items  in  those  years?  Travel  and  transportation  account 
showed  a  deficit  of  $1  billion  in  1960  and  $1.2  billion  in  1964.  Private  pensions 
and  remittances  showed  drains  of  $500  million  and  $600  million,  resijectively. 
In  a  sense,  then,  you  might  say  that  the  private  current  account — excluding 
investment  income,  fees,  and  royalties — was  in  surplus  by  $1.9  billion  in  1960 
and  by  $2.8  billion  in  1964. 

The  big  minus  items  were  on  private  capital  account  and  on  Government 
account.  Outflows  due  to  direct  investment,  to  foreign  borrowing  in  the  American 
capital  markets,  to  bank  lending  abroad,  and  to  nonbunk  outflows  were  $3.9 
bilhon  in  1960  and  $6.5  bilhon  in  1964.  I  would  add  to  this  the  errors  and  omissions 
figures — negatives  of  $900  miUiou  in  1960  and  $1  biUion  in  1964.  In  addition, 
there  were  net  outflows  on  account  of  foreign  investment  in  the  United  States — 
that  is,  the  inflow  of  foreign  investment  was  smaller  than  the  outflow  of  payments 
on  foreign-owned  direct  and  portfolio  investment.  And,  even  after  crediting  all 
income  on  U.S.  foreign  investnuiiit  and  fi'cs  and  royalties,  th(!  resulting  private 
capital  account — as  I  define  it  to  include  income  as  well  as  outflows- — showed  a 
deficit  of  $1.7  bilhon  in  1960  and  of  $2.5  bilhon  in  1964.  Those  figiu-es  reflect  the 
fact  that,  while  investment  income  and  fees  and  royalti(;s  had  gi-own  significantly 
from  1960  to  1964,  the  outflow  on  direct  investment,  portfolio  investment,  bank 
loans  and  nonbank  financial  transactions  had  grown  even  fast(;r. 

Government  account,  which  includes  dollar  aid,  net  miUtary  expenditures, 
debt  service,  and  so  on,  also  was  negative— by  $4.1  billion  in  1960,  but  by  just 
$3.0  billion  in  1964.  Efforts  made  by  the  Government  to  tie  aid,  to  reduce  the 
foreign  exchange  costs  of  our  military  requirements  abroad,  and  to  make  other 
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foreign  exchange  economies  had  produced  substantial  savings  between  1960  and 
1964. 

The  record  of  the  first  half  of  1966  shows  a  marked  change  from  1964.  What  I 
call  the  commercial  trade  and  service  account  was  just  $1.9  billion  at  an  annual 
rate — down  $2.7  billion  from  the  1964  figure.  This  deterioration  reflected  pri- 
marily the  rapid  runup  in  imports,  due  to  a  strong  economy  in  the  United  States. 
Exports  increased,  but  far  less  than  imports. 

The  travel  and  transportation  deficit  was  worse  by  $400  million  than  in  1964, 
and  the  private  pension  and  remittance  drain  increased  by  $36  million — both 
annual  rates.  Thus,  not  only  did  the  trade  and  service  surplus  shrink,  but  the 
deficits  on  travel  and  remittances  increased. 

Fortunately,  the  private  capital  account  showed  marked  improvement.  Gross 
outflows  were  down  sharply  from  1964 — due,  in  part,  to  the  interest  equalization 
tax  and,  in  part,  to  the  voluntary  restraint  programs.  The  really  big  saving  came 
in  the  position  of  the  banks,  which  showed  an  outflow  of  $2.5  billion  in  1964, 
against  an  inflow  of  about  $300  million,  annual  rate,  in  the  first  half  of  1966. 
Here,  both  tight  money  and  the  voluntary  program  combined  to  produce  a  major 
swing. 

Direct  investment  outflow  in  the  first  half  of  1966  was  a  bit  lower  than  last 
year,  but  higher  than  ui  1964.  But  income  on  overseas  investment  and  from  fees 
and  royalties  grew.  So  did  portfolio  investment  from  abroad — reflecting,  in  some 
measure,  the  attractive  interest  rates  here.  The  net  effect  of  the  various  private 
capital  transactions — including  net  income  receipts — was  to  produce  a  net  inflow 
in  the  first  half  of  1966,  as  against  an  outflow  in  1964. 

Government  account,  unfortunately,  worsened,  reflecting  mostly  the  rising 
foreign  exchange  costs  of  military  expenditures  centered  about  the  Vietnam 
operations. 

The  net  of  developments  in  the  first  half  of  1966  was  that  the  deficit  was  held 
at  about  the  1965  level,  which  was  just  half  that  of  1964.  This  was  achieved 
despite  Vietnam  and  a  very  strong  domestic  economy — no  mean  feat. 

For  this  audience,  it  is  not  necessary  to  recite  the  various  measures  taken  to 
reduce  the  deficit  on  a  liquidity  basis  from  $3.9  billion  in  1960,  to  $2.8  billion  in 
1964,  to  $1.3  bilUon  in  1965,  and  to  hold  it  at  about  that  annual  rate  in  the  first 
half  of  1966. 

What  is  important  to  note  is  that  both  general  measures — fiscal  and  monetary 
policies — and  selective  measures  have  been  employed.  The  recent  report  on  the 
adjustment  process  of  Working  Party  Three  of  the  Organization  for  Economic 
Cooperation  and  Development  suggests  that  both  types  of  measures  may  be 
required  to  adjust  imbalances. 

What  is  also  important  to  note  is  the  strong  tendency  of  our  commercial  trade 
and  service  account  to  worsen  when  our  own  economy  steps  up  its  growth  rate 
sharply,  relative  to  other  competing  industrial  countries.  This  is  what  happened 
between  1964  and  today.  A  more  sustainable  growth  rate  in  the  future — a  prime 
goal  of  policy — would  bring  about  improvement  in  the  current  commercial  balance. 
Here  both  fiscal  and  monetary  pohcy  will  continue  to  play  a  large  role.  Here, 
also,  export  promotion  can  help,  and  you  people  can  play  a  direct  part. 

But,  even  after  utilizing  fiscal  and  monetary  policy  in  reasonably  optimum 
fashion,  there  might  still  be  question  as  to  whether,  with  the  Vietnam  conflict, 
equilibrium  can  be  attained  in  our  international  accounts  without  further  special 
measures.  As  noted,  we  already  have  employed  some  selective  measures  to  re- 
strain capital  outflow  and  reduce  the  foreign  exchange  costs  of  our  military  and  aid 
responsibilities.  Should  the  United  States  seek  to  give  absolute  priority  to  the 
quick  attainment  of  equilibrium,  or  should  we  seek  just  to  continue  to  progress 
toward  that  goal  without  invoking  severe  special  measures? 

These  are  questions  that  should  not  be  answered  solely  by  the  United  States, 
because  actions  taken  here  have  implications  for  many  other  countries.  As  Sec- 
retary Fowler  observed  in  his  speech  before  the  International  Monetary  Fund 
in  September,  there  are  three  broad  possibilities  open  to  the  United  States  in 
dealing  with  the  problem. 

The  first  course  would  be  to  apply  more  direct  general  and  selective  measures 
that  reduce  the  flow  of  dollars  to  the  rest  of  the  world  in  general.  This  would 
mean  that  the  developing  countries,  as  well  as  the  developed  countries,  might 
have  lower  dollar  receipts.  Developing  countries  would  have  fewer  dollars  to 
spend  in  Europe,  and  Europe  would  export  less. 
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The  second  course  would  be  to  direct  measures  consciously,  so  as  to  impinge 
as  selectively  as  possible  on  the  surplus  countries.  Measures  that  affect  capital 
outflow  or  other  factors  could  be  so  directed. 

The  third  possibility,  certainly  the  one  to  be  most  desired,  is  to  seek  in  concert 
with  the  surplus  countries  the  best  way  of  sharing  the  adjustments  to  be  made 
to  achieve  equilibrium  in  the  world's  payment  pattern— including  the  timing  of 
these  adjustments.  This  would  call  for  a  more  active,  rather  than  a  passive,  policy 
on  the  part  of  the  siu-plus  countries.  It  would  take  accoiuit  of  the  fact  that  an 
unduly  slow  rate  of  growth  can  create  a  balance-of-payments  surplus  and  an 
export  of  unemployment  which  should  not  be  any  more  acceptable  internationally 
than  an  unduly  rapid  rate  of  growth  leading  to  a  deficit. 

III.  The  adjustment  process 

I  might  close  this  section  of  this  talk  with  a  bit  more  reference  to  the  Working 
Party  Three  report  on  the  adjustment  process.  The  study  represents  an  important 
contribution — -not  only  because  it  breaks  some  new  ground — but  because  it 
represents  the  combined  judgment  of  senior  officials  of  the  leading  financial  and 
trading  countries  represented  on  the  Working  Party. 

One  is  struck,  in  reading  the  Working  Party's  report,  with  the  very  complex 
character  of  the  present-day  adjustment  process.  This  is  partly  because  govern- 
ments now  pvu-sue  a  much  wider  variety  of  domestic  and  international  objectives, 
which  must  be  taken  into  account  in  any  policy  mix.  Thus,  full  employment,  a 
satisfactory  growth  rate,  reasonable  price  stability,  equitable  distribution  of  in- 
come, and  balanced  regional  and  sectoral  development,  as  well  as  nonrestrictive 
foreign  trade,  reasonably  free  capital  movements,  and  provision  of  foreign  aid, 
are  all  objectives  of  policy.  The  pohcy  instruments  available  to  governments 
are  not  always  adequate  to  achieve  the  most  desirable  blend  of  programs  looking 
toward  these  objectives.  Another  complexity  results  from  the  fact  that  different 
countries  may  give  somewhat  different  priorities  to  the  various  aims. 

In  the  field  of  general  policies,  the  report  suggests  that  there  is  a  need  for  greater 
flexibility  in  budgetary  management,  in  the  variability  of  tax  rates,  and  in  the 
development  of  expenditures  by  regional  and  local  authorities.  Price  and  income 
policies  also  have  their  bearing  on  the  balance-of-payments  problem,  as  well  as 
other  national  policy  objectives. 

The  report  also  stresses  the  fact  that  surplus  countries  have  a  responsibility 
to  formulate  policies  with  a  view  to  correcting  imbalances,  just  as  do  deficit 
countries. 

Finally,  it  is  notable  that  the  report  has  little  to  say  about  the  imposition  of 
quantitative  restrictions  on  imports,  which  took  so  prominent  a  place  in  past 
discussions.  Although  mentioning  this  possibility,  the  report  passes  it  over  with 
very  little  discussion,  noting  that  some  countries  have  preferred  temporary 
imposition  of  surcharges  on  imports  to  restrictions. 

But  the  main  point  of  interest  to  foreign  traders  is  that  essentially  the  whole 
approach  to  adjustment  has  veered  away  from  trade  restrictions  to  a  much  more 
elaborate  mix  of  general  and  selective  policies  affecting  government  transactions 
and  capital  movements,  leaving  trade  largely  influenced  by  general  policies,  rather 
than  specific  restrictions.  The  foreign  trader  can,  therefore,  be  reassured  that  the 
major  countries,  in  their  considerations  of  the  adjustment  process,  are  looking 
toward  a  rising  level  of  world  trade  and  seeking  corrective  measvu'es  that  will  not 
interfere  with  this  growth  trend. 

IV.  Improvement  in  the  management  of  the  gold  exchange  system 

I  turn  now  to  the  second  question  I  posed— How  can  the  present  monetary  and 
payments  system  be  improved?  Here,  I  shall  refer  to  the  recent  report  of  the 
Deputies  of  the  Group  of  Ten  countries — 'especially  the  second  chapter  of  that 
report,  which  deals  with  this  subject. 

One  might  wonder  why  there  is  any  reason  to  even  think  of  improving  a  system 
that  has  worked  so  well  for  the  past  two  decades.  There  have  been  problems,  but 
they  have  been  met  quite  successfully.  And  world  trade  has  expanded  remarkably. 
The  annual  figures  on  world  trade  have  succeeded  one  another  in  an  impressive 
parade  of  growth. 

A  growth  rate  for  world  imports  of  7  percent  to  8  percent  in  value  terms,  diu-ing 
the  past  several  years,  is,  indeed,  striking.  Some  of  this  increase  is  due  to  price 
rises,  but,  even  after  adjustment  for  this  factor,  we  find  a  gratifying  rate  of  expan- 
sion year  after  year. 


EXHIBITS  357 

I  believe  that  one  important  factor  in  this  growth  of  world  trade  has  been  the 
parallel  growth  in  world  reserves,  stemming,  in  large  part,  from  U.S.  deficits.  I 
want  to  comment  more  broadly  on  this  point  a  little  later. 

But  here  I  want  to  note  that  the  recent  Group  of  Ten  report  cited  four  points 
relating  to  both  the  current  smooth  functioning  of  the  world  payments  system  and 
to  possible  improvements  in  it. 

First,  there  is  recognition  of  the  great  utihty  of  the  arrangements  for  quick, 
short-term  credit  faciUties  among  central  banks — most  notably  the  Federal 
Reserve  swap  network.  And  there  is  recognition  that  these  facilities  might  be 
enlarged  and  improved  to  make  the  present  system  function  even  better. 

Second,  there  is  approval  of  the  process  of  multilateral  surveillance — -which  is 
a  grand  way  of  describing  the  cooperative  and  consultative  procedures  that  take 
place  regularly  among  countries  belonging  to  the  OECD  and  the  Bank  for  Inter- 
national Settlements.  This  process  has  worked  well  so  far,  but  the  major  countries 
believe  it  can,  and  should,  be  improved  to  work  even  better. 

Third,  there  is  reference  to  possible  use  of  long-term  loans  of  reserves  under 
special  circumstances. 

Fourth,  however,  there  is  concern  expressed  about  certain  destabilizing  tend- 
encies in  the  payments  system  which  result  from  shifts  of  international  reserves 
and  reserve  composition.  There  is,  consequently,  recommendation  for  periodic 
review  of  reserve  policies  of  Group  of  Ten  countries. 

On  the  whole,  the  tenor  of  the  above  discussion  is  that  the  present  monetary 
system  is  functioning  effectively  and  is  facilitating  growth  in  world  trade.  It  has 
been  an  evolving  system — one  which  has  been  improved  over  time,  and  one  which 
can  be  improved  further.  But,  generally,  the  improvements  foreseen  are  also 
evolutionary,  rather  than  revolutionary. 

The  reasons  for  this  rather  cheerful  attitude  are  not  hard  to  see.  The  system  has 
worked  well.  It  has  weathered  successfully  several  potential  crises,  through 
judicious  application  of  corrective  national  policies,  international  consultation  and 
cooperation,  and  use  of  both  formal  and  ad  hoc  credit  arrangements. 

But  the  fourth  point  noted  above — potential  destabilizing  factors  arising  from 
shifts  in  reserves  and  their  composition — needs  further  comment.  It  is  seen  most 
clearly  as  a  product  of  three  forces : 

—  Any  net  shifts  in  reserves  from  countries  with  low  gold  ratios  to  those 
with  high  gold  ratios  increases  the  demand  for  gold. 

—  Annual  additions  to  the  monetary  gold  stock  have  been  smaller  than  the 
recent  demand  for  gold  to  add  to  foreign  reserves. 

—  The  focus  of  such  monetary  demand  for  gold — above  these  annual  addi- 
tions of  new  gold  production — is  on  the  United  States,  which,  alone 
among  the  countries  of  the  world,  freely  converts  its  currency  into  gold 
for  foreign  monetary  authorities. 

In  sum,  the  world  outside  the  United  States  has  been  making  larger  annual 
additions  to  international  reserves  than  could  be  satisfied  by  newly  mined  gold. 
The  United  States — as  the  great  reserve  currency  nation — has  provided  addi- 
tional reserves  with  dollars  flowing  from  its  deficits.  But,  when  these  dollars 
flow  to  high  gold  ratio  countries,  some  of  them  are  presented  to  the  United  States 
for  conversion  into  gold.  This  does  not  affect  the  total  of  reserves  in  the  con- 
verting country,  but  it  reduces  the  U.S.  reserve  base. 

Since  1949,  the  U.S.  gold  reserve  has  been  reduced  by  $11  billion. 

Part  of  this  loss  was  useful  to  the  world  and  facilitated  world  trade  by  building 
up  reserves  of  the  rest  of  the  world.  But  this  process,  when  carried  out  to  an 
extreme,  is  destabilizing. 

As  noted,  the  Group  of  Ten  report  recognized  this  problem  and  suggested 
periodic  multilateral  review  of  the  reserve  policies  of  its  members,  so  as  to 
ameliorate  it.  Some  individual  suggestions  for  specific  correctives  also  were 
given,  but  none  attracted  wide  support.  The  report  recommended  that  further 
study  be  given  to  this  problem,  for  there  was  recognition  that  national  reserve 
policies  should  take  account  of  their  impact  on  the  world  monetary  system. 

The  United  States  cannot  afford  to  continue  the  pattern  of  international 
payments  deficits  financed  in  the  first  instance  by  dollar  outflows  which  add  to 
world  reserves.  This  is  a  major  reason  for  a  new  type  of  reserve  asset  that  is  not 
dependent  upon  U.S.  deficits. 

I  shall  turn  to  reserve  creation  in  a  moment.  But,  before  doing  so,  I  wish  to 
point  out  that  creating  new  reserves  does  not  obviate  the  need  for  attaining 
equilibrium,  or  even  a  smplus  from  time  to  time,  in  the  balance  of  payments  of 
the  United  States, 


358   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

We  need  not  only  an  end  to  the  long  decline  in  the  U.S.  reserves,  but  also  an 
upward  trend  in  these  reserves.  Nor  will  reserve  creation  put  an  end  to  the  need 
for  national  reserve  poUcies  that  take  account  of  their  impact  on  the  monetary 
system  as  a  whole. 

V.  Reserve  creation  and  world  trade 

There  is  a  wide  range  of  opinion  with  respect  to  the  immediate  need  for  and 
the  impact  of  reserve  creation  on  world  trade.  The  Joint  Economic  Committee 
of  the  U.S.  Congress  says  the  world  is  in  deep  trouble  as  a  result  of  slow  action 
on  international  monetary  reform.  Some  individuals  have  gone  farther,  stating 
that,  in  their  opinion,  real  shrinkage  in  world  trade,  rather  than  merely  a  slow- 
down in  the  growth  of  trade,  might  be  the  consequence  of  a  failure  of  world 
reserves  to  grow  at  something  Uke  the  recent  rates. 

On  the  other  hand,  a  number  of  people  have  said  that  they  see  no  present 
shortage  of  reserves  in  the  world  and  have  expressed  skepticism  as  to  the  immi- 
nence of  a  need  to  add  new  sources  of  reserves. 

This  variety  in  points  of  view  arises,  in  part,  from  the  fact  that  European 
reserves  have  been  rising  steadily,  while  U.S.  reserves  have  been  decHning.  But 
it  also  reflects  the  fact  that  the  present  rate  of  growth  in  reserves  in  continental 
Europe  is  widely  regarded  as  adding  to  inflationary  pressures. 

The  practical  middle  ground  among  this  range  of  views  has  been  found  in  the 
idea  of  a  contingency  plan  for  reserve  creation,  to  be  activated  when  a  multi- 
lateral determination  has  been  made  that  there  is  a  need  to  supplement  existing 
reser\'es.  This  concept  was  proposed  by  Secretary  Fowler  last  year.  It  has  achieved 
wide  support  from  the  Deputies  and  Ministers  of  the  Group  of  Ten,  and,  more 
recently,  it  was  supported  in  the  speeches  of  most  of  the  Governors  at  the  annual 
meeting  of  the  International  Monetary  Fund. 

The  1966  Annual  Report  of  the  International  Monetary  Fund  concludes  that 
the  level  and  change  in  a  country's  reserves  influences  that  country's  policies 
primarily  in  two  areas — its  internal  financial  policies,  and  its  policies  with  respect 
to  capital  movements,  foreign  trade,  and  foreign  aid.  In  general,  high  or  adequate 
levels  of  reserves  and  growing  reserves  tend  to  influence  governments  to  liberalize 
foreign  trade,  aid,  and  capital  export  policies,  and  to  ease  internal  financial  pol- 
icies, unless  the  latter  are  constrained  by  inflationary  developments. 

Reserves  may  grow  in  three  ways — by  earning  them  through  balance-of-pay- 
ments  surpluses,  by  borrowing  them,  or  through  a  direct  allocation  of  newly 
created  reserves. 

In  the  first  case,  where  new  reserves  are  earned — spent  by  one  holder  and 
received  by  another  via  payments  deficit  and  surplus — the  effect  can  be,  and 
frequently  is,  expansionary  on  internal  incomes,  and  an  impetus  is  given  to  lib- 
erahzation  of  foreign  trade  and  capital  movements.  Foreign  aid  also  may  be  in- 
creased. The  country  losing  reserves  tends,  on  the  other  hand,  to  follow  more 
restrictive  policies. 

In  the  second  case,  the  country  borrowing  reserves  does  so  in  order  to  meet 
deficits  and  adjust  more  smoothly.  This  tends  to  moderate  and  stretch  out  such 
restrictive  policies  as  might  have  to  be  imposed  in  the  absence  of  credit  sources. 

In  the  third  case — direct  allocation  of  newly  created  reserves — I  would  see  no 
reason  why  expansionary  internal  policies  would  have  to  result — at  least  in  the 
short  run — but  more  liberal  trade,  aid,  and  capital  movement  policies  should  be 
encouraged.  In  the  longer  run,  it  is  possible  that  additional  reserves  from  direct 
allocation  would  permit  generally  less  restrictive  internal  policies,  as  well  as 
leading  to  more  Uberal  foreign  trade,  aid,  and  capital  exports. 

It  seems  to  me  that  some  of  the  fears  expressed  about  created  reserves  reflect 
the  feeling  that  they  might  be  spent  quickly,  thus  resulting  in  too  rapid  transfer 
of  real  resources  from  surplus  to  deficit  countries  and  possible  inflationary  pres- 
sures in  the  surplus  countries.  This  need  not  be  the  case — if  the  newly  created 
reserves  are  not  in  excessive  quantity  and  if  recipients  follow  reasonably  sound 
internal  and  external  policies. 

The  International  Monetary  Fund  presents  some  useful  data  in  its  current 
annual  report  as  to  the  use  of  reserves  in  the  past.  These  data  show  that  most 
countries,  outside  the  United  States,  have  tenderl  to  maintain  their  reserves 
within  a  range  of  about  30  percent  to  60  percent  of  tlicir  annual  imports.  On  the 
average,  in  1965,  the  developed  cf)imtries  as  a  group  (including  the  United  States) 
held  reserves  equal  to  43  percent  of  annual  imports,  and  the  less-developed  coun- 
tries, as  a  group,  stood  at  42  percent  of  imports.  In  both  cases,  the  figures  today 
are  lower  than  in  1951,  when  they  were  68  percent  and  64  percent,  respectively, 
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or  in  1959,  when  they  were  60  percent  and  50  percent,  respectively.  Even  excluding 
the  United  States  and  the  United  Kingdom,  the  other  industrially  advanced 
countries  in  the  Group  of  Ten  showed  a  ratio  of  41  percent  in  1965,  as  against 
30  percent  in  1951,  and  45  percent  in  1959. 

These  Fund  studies  suggest  that  there  will  be  a  considerable  tendency  for 
new  reserves  to  spread  themselves  around  the  world  in  proportion  to  the  per- 
centage rise  in  a  country's  imports.  Since  the  trade  figures  seem  likely  to  continue 
to  grow  more  rapidly  than  the  rate  of  reserve  creation,  most  countries  are  likely 
to  wish  to  add  the  new  reserves  to  their  existing  reserves,  at  least  over  a  period 
of  years,  in  order  to  slow  down  the  declining  ratio  of  reserves  to  imports.  Hence, 
I  doubt  that  reserve  creation  will,  in  fact,  permit  surplus  countries  to  acquire 
more  reserves  than  they  wish  to  hold. 

Because  of  the  large  size  of  the  U.S.  economy,  we  would  receive  a  substantial 
proportion  of  newly  created  reserves,  but  I  would  expect  the  United  States  also 
to  buUd  up  its  reserves,  over  a  period  of  years.  Hence,  on  this  score  also,  I  would 
consider  the  fear  of  inflationary  pressures  arising  from  new  reserves  to  be  largely 
groundless. 

The  Fund  suggests  that  a  shortage  of  international  liquidity  is  more  likely 
to  manifest  itself,  at  least  initially,  in  the  form  of  restrictions  on  trade  and  capital 
transactions  than  in  generalized  deflationary  symptoms  in  the  world  economy. 

This  reflects  the  fact  that  countries  utilize  selective  techniques  to  adjust 
deficits  in  their  balances  of  payments  and  are  reluctant  to  apply  general  fiscal 
and  monetary  policies  to  situations  where  domestic  considerations  may  not  call 
for  the  same  general  policies  as  does  the  country's  international  position.  This 
is  an  important  conclusion  and  is  of  special  interest  to  foreign  traders  and  investors. 

But,  it  may  be  asked,  how  can  more  reserves  result  in  more  liberal  trade  or 
investment  policies,  unless  the  country  concerned  uses  the  reserves  to  finance  a 
larger  deficit — wliich  I  have  just  said  is  not  very  likely  on  a  substantial  scale 
over  a  period  of  years. 

I  think  the  answer  is  to  be  found  in  the  probable  reactions  of  governments 
in  various  balance-of-payments  positions.  When  deficit  countries  have  the  pro- 
tection of  a  more  adequate  cushion  of  reserves,  the  danger  of  competitive  and 
cumulative  escalation  of  restrictions  wUl  be  reduced.  Countries  in  reasonably 
good  balance-of-payments  equilibrium — experiencing  moderate  deficits  and  sur- 
pluses over  a  tei-ies  of  years — are  less  likely  to  overreact  to  deficit  positions 
which  may,  in  fact,  prove  transitory.  I  do  not  believe  that  most  surplus  countries 
would  accumulate  excessive  reserves  as  an  end  in  itself. 

There  is  a  good  chance  that  the  policies  of  the  surplus  countries  would  tend 
to  become  more  liberal  under  a  system  which  would  give  assurance  that  the 
aggregate  of  world  reserves  might  be  expected  to  expand  in  an  orderly  fashion, 
thereby  producing  slowly  rising  reserves,  even  if  balances  of  payments  were 
in  equilibrium. 

As  to  contingency  planning,  itself,  the  second  phase  of  negotiations  is  now 
about  to  begin.  A  series  of  joint  meetings  is  scheduled,  which  will  bring  together 
the  Executive  Directors  of  the  International  Monetary  Fund  and  the  Deputies 
of  the  Group  of  Ten.  Last  summer's  report  of  the  Deputies  prepared  the  way  for 
this  second  stage  by  reaching  a  wide  consensus  on  a  number  of  principles  and 
elements  of  a  contingency  plan.  I  will  not  attempt  to  recapitulate  them  here. 
I  should  note,  however,  that  there  remain  two  principal  questions  to  be  resolved. 
They  concern  some  aspects  of  participation  in  the  plan,  especially  the  procedure 
for  arriving  at  decisions  to  activate  a  contingency  plan,  and  the  general  rules 
of  behavior  governing  the  use  and  acquisition  of  new  reserve  assets  by  individual 
countries. 

VI.  Conclusion 

To  conclude,  I  want  to  make  three  simple  points. 

1.  The  deficit  in  the  U.S.  balance  of  payments  is  running  at  a  rate  just  half 
of  what  it  was  in  1964  and  about  one-third  of  what  it  was  in  1960.  This  is  a  cred- 
itable achievement  in  the  face  of  the  foreign  exchange  costs  of  our  military  and 
aid  responsibilities  and  commitments  and  our  position  as  a  supplier  of  capital. 
It  is  even  more  notable  in  the  face  of  the  foreign  exchange  costs  of  Vietnam. 

This  record  has  been  achieved  by  programs  involving  both  general  and  selec- 
tive measures.  We  intend  to  press  on  toward  our  goal  of  equilibrium.  The  ques- 
tions concerning  this  goal  are  related  to  time  and  means.  These  questions  should 
not  be  answered  solely  by  the  United  States,  because  the  rest  of  the  world  has 
both  interests  and  responsibilities  in  the  answers.  The  most  desirable  course 
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is  to  work  in  cooperation  with  the  surplus  countries  to  achieve  the  best  way 
of  sharing  the  needed  adjustments. 

2.  The  present  gold  exchange  standard  has  functioned,  and  is  functioning, 
well.  It  is  an  evolving  system,  which  has  been  made  sufficiently  flexible  to  meet 
the  needs  of  the  world  and  to  underpin  the  great  boom  in  world  trade.  It  can — 
and  undoubtedly  will — continue  to  improve  through  evolutionary  development. 

But  a  factor  of  some  instability  could  result  from  the  reserve  policies  of  some 
major  trading  countries,  where  tendencies  for  shifts  in  reserves  and  the  com- 
position of  reserves  could  place  strains  on  the  entire  system.  Therefore,  as  the 
Group  of  Ten  report  suggests,  it  is  desirable  to  have  international  review  of  such 
policies.  The  great  trading  nations  need  to  follow  both  adjustment  and  reserve 
policies  designed  to  minimize  destabilizing  tendencies.  The  fixed  relationship 
between  gold  and  the  convertible  U.S.  dollar  remains  a  firm  foundation  of  the 
system. 

3.  The  present  sources  of  reserve  growth — newly  mined  gold  and  dollars 
flowing  from  large  U.S.  deficits — are  unlikely  to  produce  sufficient  reserve  supply 
to  satisfy  the  world's  needs  and  desires.  Therefore,  the  case  for  creation  of  a 
new  form  of  reserves  seems  clear — the  question  really  is  "when"  rather  than 
"if."  Contingency  planning  for  this  purpose  is  going  on.  It  should  be  encouraged, 
so  as  to  produce  during  this  next  year  an  agreed-upon  plan  for  activation  when 
needed. 

Adequate  reserve  growth  is  important,  especially  in  the  longer  run,  to  the 
growth  of  liberal  trade  and  to  the  flow  of  international  investment.  Foreign 
traders  and  investors  have  a  definite  interest  in  assurmg  an  adequate  growth 
trend  in  world  reserves. 


Exhibit  55. — Excerpts  from  remarks  by  Under  Secretary  for  Monetary  Affairs 
Deming,  December  8,  1966,  before  the  Economic  Club  of  Chicago,  on  the 
U.S.  balance  of  payments  and  international  liquidity 

The  U.S.  balance  of  payments 

Let  me  begin  with  a  brief  review  of  the  record  of  the  American  balance  of 
payments  since  the  close  of  World  War  II.  We  ended  the  war  with  the  world's 
strongest  economy  and  with  a  strong  international  reserve  position.  We  gave 
and  loaned  generously  to  help  restore  a  healthy  world  economy  in  which  foreign 
trade  could  thrive.  We  had  surpluses  averaging  $1.75  biUion  per  year  on  a  liquid- 
ity basis  in  our  international  accounts  from  1946  through  1949,  despite  our  great 
efforts  to  rebuild  a  war-shattered  world.  We  had  deficits  averaging  $1.5  billion 
from  1950  through  1956  and  a  small  surplus  in  1957.  These  helped  to  produce 
a  better  distribution  of  world  reserves  and  paved  the  way  for  significant  balanced 
growth  in  the  world  economy  and  in  world  trade.  But,  from  1958  on,  the  United 
States  was  troubled  with  a  far  larger  than  desired — or  desirable— deficit. 

Now,  let  me  interject  two  brief  technical  notes.  First,  I  want  to  highlight 
the  difference  between  the  deficit  on  the  "liquidity  basis"  and  that  on  the  "off^icial 
settlements  basis."  This  is  important  from  both  a  policy  and  a  financing  stand- 
point. 

The  very  term  "balance  of  payments"  indicates  that  it  is  a  "balance" — inflows 
have  to  balance  outflows.  The  question  is  how  the  deficit  is  measured — that  is, 
how  the  financing  settlement  is  achieved. 

On  the  ofl^icial  settlements  basis,  the  deficit  is  measured  by  the  increase  in 
our  liabilities  to  official  monetary  authorities.  On  the  liquidity  basis,  the  deficit 
is  measured  by  the  increase  in  our  liquid  liabilities,  both  to  monetary  authorities 
and  to  private  holders.  Last  year,  the  liquidity  deficit  and  the  official  settlements 
deficit  were  about  equal — $1.3  billion  each.  So  far  this  year — in  the  first  three 
quarters — the  liquidity  deficit  is  running  a  shade  less  than  last  year — about 
$1.2  billion,  annual  rate — but  the  official  settlements  deficit  has  disappeared  and 
there  is  a  surplus  of  about  $500  million,  annual  rate.  That  is,  our  liabilities  to 
official  monetary  authorities  have  declined.  Both  figures,  of  course,  may  change 
as  a  result  of  fourth  quarter  results,  which  will  not  be  known  for  another  couple 
of  months. 

The  financing  point  is  important  because  only  official  holders  of  dollars  have 
the  right  to  convert  them  into  gold,  which  affects  the  U.S.  reserve  position. 
Private  holdings  can  come  into  official  hands,  but,  so  long  as  they  remain  in 
private  hands,  they  represent  no  immediate  potential  claim  on  our  gold  stock. 
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And,  with  the  dollar  being  the  major  transactions  currency  for  world  trade, 
some  growth  in  private  holdings  is  perfectly  natural  as  world  trade  expands. 

The  policy  point  is  important  also.  Balance  on  an  official  settlements  basis 
implies  no  net  increase  in  official  holdings  of  dollars  but  would  leave  room  for 
private  holdings  to  rise.  If  they  do  rise,  we  would  have  a  deficit  on  the  liquidity 
basis,  unless  official  holdings  declined  by  a  like  amount. 

The  Committee  for  Economic  Development  has  just  issued  today  a  report, 
"The  Dollar  and  the  World  Monetary  System."  It  recommends  that  we  strive 
to  attain  equilibrium  on  an  official  settlements  basis  and,  by  implication,  infers 
that  we  should  have  a  deficit  on  the  liquidity  bads  equal  to  private  world  demand 
for  increased  dollar  holdings. 

My  second  technical  note  relates  to  the  presentation  of  balance-of-payments 
accounts,  as  I  use  them  in  this  talk.  I  should  note  that  the  CED  report  I  just 
referred  to  uses  a  somewhat  similar  presentational  approach. 

Conventional  balance-of-payments  accounts  are  grouped  into  current  account, 
capital  account,  and  errors  and  omissions.  Both  current  and  capital  account 
include  private  and  Government  transactions,  and  capital  account  excludes 
investment  income  and  fees  and  royalties.  These,  along  with  travel  and  trans- 
portation transactions,  pensions  and  remittances,  and  so  on,  are  included  in  the 
current  account. 

The  conventional  presentation  is  perfectly  straightforward  and  useful,  but, 
for  analytical  reasons,  I  prefer  to  group  the  transactions  into  four  basic  accounts : 
(1)  Commercial  trade  and  service  account,  (2)  travel  and  transportation  account, 
(3)  private  capital  account,  and  (4)  Government  account. 

In  my  grouping,  the  commercial  trade  and  service  account  excludes  Govern- 
ment-financed exports  and  all  Government  and  military  transactions.  These 
go  into  the  Government  account,  along  with  Government  loans,  grants,  military 
costs,  etc.  I  do  include  private  pensions  and  remittances  in  the  commercial  trade 
and  service  account.  The  private  capital  account,  as  I  present  it,  includes  the 
income  items  as  well  as  the  investment  items  and  also  includes  "errors  and  omis- 
sions," which  seem  to  be  largely  unidentified  capital  movements.  Travel  and 
transportation  account  is,  of  course,  merely  presented  separately,  rather  than 
being  included  in  services. 

Finally,  for  simplicity,  all  of  the  figures  I  cite  in  this  presentation  are  on  the 
liquidity  basis,  rather  than  the  official  settlements  basis.  This  has  the  effect  of 
stating  the  overall  deficit  in  somewhat  larger  amounts  and  showing  the  deficit 
on  private  capital  account  as  larger,  or  the  surplus  smaller,  than  it  would  be 
under  the  official  settlement  basis. 

In  1960,  the  United  States  had  a  balance-of-payments  deficit  of  $3.9  billion. 
On  commercial  trade  and  service  account,  we  had  a  surplus  of  $2.8  billion.  By 
1964,  that  surplus  had  grown  to  $3.9  billion — a  good  rate  of  growth — but  we  still 
had  an  overall  deficit  of  $2.8  billion. 

Travel  and  transportation  account  showed  a  deficit  of  $1.1  bUlion  in  1960 
and  $1.2  billion  in  1964. 

The  big  minus  items  were  on  private  capital  account  and  on  Government 
account.  Outflows  due  to  direct  investment,  to  foreign  borrowing  in  the  American 
capital  markets,  to  bank  lending  abroad,  and  to  nonbank  outflows  were  $3.9 
billion  in  1960  and  $6.5  billion  in  1964. 1  would  add  to  this  the  errors  and  omissions 
figures — negatives  of  $900  million  in  1960  and  $1  billion  in  1964.  In  addition, 
there  were  net  outflows  on  account  of  foreign  investment  in  the  United  States — 
that  is,  the  inflow  of  foreign  investment  was  smaller  than  the  outflow  of  payments 
on  foreign-owned  direct  and  portfolio  investment.  And,  even  after  crediting 
all  income  on  U.S.  foreign  investment  and  fees  and  royalties,  the  resulting  private 
capital  account — as  I  define  it  to  include  income  as  well  as  outflows — showed 
a  deficit  on  the  liquidity  basis  of  $1.7  billion  in  1960  and  $2.6  bUlion  in  1964. 
Those  figures  reflect  the  fact  that,  while  investment  income  and  fees  and  royalties 
had  grown  significantly  from  1960  to  1964,  the  outfiow  on  direct  investment, 
portfolio  investment,  bank  loans  and  nonbank  financial  transactions  had  grown 
even  faster. 

Government  account,  which  includes  dollar  aid,  net  military  expenditures, 
debt  service,  and  so  on,  also  was  negative — by  $4.1  billion  in  1960,  but  by  just 
$2.8  billion  in  1964.  Efforts  made  by  the  Government  to  tie  aid,  to  reduce  the 
foreign  exchange  costs  of  our  military  requirements  abroad,  and  to  make  other 
foreign  exchange  economies  had  produced  substantial  savings  between  1960  and 
1964. 
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Unfortunately,  our  third  quarter  statistics  are  not  yet  fully  in  hand,  so  the 
detail  on  1966  performance  covers  only  the  first  half.  The  record  of  the  first  half 
of  1966  shows  a  marked  change  from  1964.  What  I  call  the  commercial  trade 
and  service  account  was  just  $1.1  biUion  at  an  annual  rate — down  $2.8  billion 
from  the  1964  figure.  This  deterioration  reflected  primarily  the  rapid  runup  in 
imports,  due  to  a  strong  economy  in  the  United  States.  Exports  increased,  but 
far  less  than  imports. 

The  travel  and  transportation  deficit  was  worse  by  $400  million  than  in  1964. 

Fortunately,  the  private  capital  account  showed  marked  improvement.  Gross 
outflows  were  down  sharply  from  1964— due,  in  part,  to  the  interest  equalization 
tax  and,  in  part,  to  the  voluntary  restraint  programs.  The  really  big  saving  came 
in  the  position  of  the  banks,  which  showed  an  outflow  of  $2.5  billion  in  1964,  against 
an  inflow  of  about  $300  miUion,  annual  rate,  in  the  first  half  of  1966.  Here,  both 
tight  money  and  the  voluntary  program  combined  to  produce  a  major  swing. 

Direct  investment  outflow  in  the  first  half  of  1966  was  a  bit  lower  than  last 
year,  but  higher  than  in  1964.  But  income  on  overseas  investment  and  from  fees 
and  royalties  grew.  So  did  portfolio  investment  from  abroad — reflecting,  in  some 
measure,  the  attractive  interest  rates  here.  The  net  effect  of  the  various  private 
capital  transactions — including  net  income  receipts — was  to  produce  a  net  inflow 
in  the  first  half  of  1966,  as  against  an  outflow  in  1964. 

Government  account,  unfortunately,  worsened,  reflecting  mostly  the  rising 
foreign  exchange  costs  of  military  expenditures  centered  about  the  Vietnam 
operations. 

The  net  of  developments  in  the  first  half — and,  for  that  matter,  the  first  three 
quarters— of  1966  was  that  the  deficit  was  held  at  about  the  1965  level,  which 
was  just  half  that  of  1964.  This  was  achieved  despite  Vietnam  and  a  very  strong 
domestic  economy — no  mean  feat. 

What  is  important  to  note  is  that  both  general  measures — fiscal  and  monetary 
policies — and  selective  measures  have  been  employed  to  reduce  the  deficit.  The 
recent  report  on  the  adjustment  process  of  Working  Party  Three  of  the  Organiza- 
tion for  Economic  Cooperation  and  Development  suggests  that  both  types  of 
measures  may  be  required  to  adjust  imbalances. 

What  is  also  important  to  note  is  the  strong  tendency  of  our  commercial  trade 
and  service  account  to  worsen  when  our  own  economy  steps  up  its  growth  rate 
sharply,  relative  to  other  competing  industrial  countries.  This  is  what  happened 
between  1964  and  today.  A  more  sustainable  growth  rate  in  the  future — a  prime 
goal  of  policy — would  bring  about  improvement  in  the  current  commercial  balance. 

I  now  want  to  come  back  to  the  difference  between  the  liquidity  and  ofiicial 
settlements  balance. 

As  noted,  on  the  oflScial  settlements  basis,  we  had  a  deficit  of  $1.3  billion  in 
1965  and,  for  the  first  9  months  of  this  year,  we  had  a  surplus  of  $500  miUion. 
Last  year,  we  financed  the  deficit  with  an  outflow  of  gold  of  almost  $1.7  billion, 
offset,  in  part,  by  a  minor  improvement  in  our  IMF  position.  This  year,  despite 
an  official  settlements  surplus,  we  have  had  a  net  outflow  of  gold  of  $450  million 
and  a  deterioration  in  our  IMF  position  of  about  the  same  amount.  So,  for  the 
past  21  months,  we  have  financed  an  official  settlements  deficit  of  $800  million 
with  an  outflow  of  gold  of  about  $2.1  billion  and  a  net  decUne  in  our  IMF  position 
of  $400  million — taken  together,  somewhat  more  than  three  times  the  deficit. 
The  difference  reflected  a  decUne  in  oflBcially  held  dollar  balances  and  an  increase 
in  our  holdings  of  foreign  exchange. 

While  developments  in  this  period  point  up  this  problem  more  sharply  than 
would  be  the  case  over  a  different  time  span,  they  do  call  attention  to  a  fact  of 
some  concern.  The  United  States  was  called  upon  to  overfinance  heavily  a 
moderate  official  settlements  deficit  with  gold  and  drawings  of  the  IMF.  Such  a 
drain  on  U.S.  reserves  imposes  an  unnecessarily  heavy  strain  on  the  international 
monetary  system. 

A  more  satisfactory  development  concerns  the  reduced  outflow  of  gold  this 
year.  In  the  first  three  quarters  of  this  year,  the  U.S.  gold  reserve  declined  by 
$450  million.  However,  $600  million  was  taken  by  France  alone,  and  Treasury 
sales  of  gold  for  industrial  and  commercial  uses  in  the  United  States  took  another 
$100  million.  In  our  other  gold  transactions,  we  had  a  net  inflow.  France  made  a 
prepayment  of  $70  million  to  the  United  States  in  September  and  did  not  request 
a  conversion  of  dollars  into  gold  last  month.  There  has  been  some  recent  decrease 
in  the  large  and  persistent  French  surplus,  though  it  is  not  clear  whether  this  is 
more  than  seasonal.  We  will  be  watching  with  interest  the  unfolding  results  of 
measures  just  announced  by  France  for  liberalization  of  the  regulations  governing 
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foreign  access  to  the  French  capital  markets  and  freer  participation  by  French 
investors  in  capital  transactions  originating  abroad. 

Another  interesting  development  has  been  the  very  large  part  of  our  overall 
deficit  which  is  reflected  in  short-term  Uquid  holdings  by  foreign  private  banks 
and  individuals.  In  the  first  three  quarters  of  this  year,  the  increase  in  these 
holdings  vi^as  actually  greater  than  the  overall  deficit  measured  on  the  liquidity 
basis.  It  is  for  this  reason  that,  on  the  official  settlements  basis,  which  does  not 
count  increases  in  these  holdings  as  part  of  the  deficit,  we  had  a  surplus.  This 
phenomenon,  in  great  part,  is  accounted  for  by  U.S.  banks  borrowing  funds  from 
their  branches  abroad  to  supplement  their  domestic  source  funds. 

Although  a  large  part  of  the  recent  increase  in  privately  held  liquid  liabilities 
is  traceable  to  the  tight  money  situation  in  the  United  States  and  may,  accord- 
ingly, be  temporary,  it  is  reasonable  to  anticipate  some  continuing  demand  for 
increased  private  dollar  holdings  by  foreigners — stemming  from  growth  in  world 
commercial  and  economic  activity.  This  is  the  basis  for  suggestions  that  we  accept 
the  official  settlements  balance  as  an  equihbrium  target.  But,  so  far  in  19G6,  even 
a  surplus  on  this  basis  has  been  accompanied  by  further  drain  on  our  gold  stock 
and  our  total  reserve  position.  This  is  a  feature  that  causes  concern  and  represents 
a  destabilizing  element  in  the  international  monetary  system.  Any  balance  or 
surplus — however  defined — ^which  is  accompanied  by  continued  large  reserve 
losses  cannot  be  regarded  as  satisfactory. 

International  liquidity 

I  turn  last  to  a  brief  consideration  of  the  discussions  on  international  liquidity. 

Representatives  of  the  Group  of  Ten  and  the  Executive  Board  of  the  Inter- 
national Monetary  Fund — as  well  as  other  groups,  both  official  and  private — 
have  been  discussing  for  some  time  the  possible  needs  for,  and  ways  and  means 
of,  creating  new  international  liquidity.  The  discussions  stem  from  the  fact  that 
the  present  sources  for  increases  in  international  reserves  are  likely  to  prove 
inadequate  over  the  coming  years  and  shortages  of  such  reserves  could  have 
deflationary  effects  and  lead  to  restriction  of  world  growth  and  world  trade. 

The  need  for  reserve  growth  is  brought  out  in  statistics  presented  in  the  Inter- 
national Monetary  Fund's  annual  report  for  1966.  These  data  show  a  declining 
trend  in  the  ratio  of  countries'  reserves  to  imports.  In  1951,  developed  countries 
as  a  group,  including  the  United  States,  held  reserves  equal  to  68  percent  of 
annual  imports,  and  the  less  developed  countries  as  a  group  stood  at  64  percent. 
In  1959,  the  ratio  for  the  developed  countries  had  fallen  to  60  percent  and  that 
for  the  developing  countries  to  50  percent.  At  the  end  of  1965,  this  figure  had 
fallen  to  43  percent  for  the  developed  countries  and  42  percent  for  the  developing 
countries.  In  the  Group  of  Ten,  itself — excluding  the  United  States  and  the 
United  Kingdom — -the  ratio  of  reserves  to  imports  was  30  percent  in  1951,  rose 
to  45  percent  in  1959,  but  fell  to  41  percent  in  1965. 

Also  to  be  noted  is  the  trend  in  reserve  growth.  During  the  eight  years,  1958-65, 
world  reserves  increased  by  $13.6  billion,  averaging  $1.7  billion  annually.  How- 
ever, excluding  the  United  States — where  reserves  declined  by  $9  billion  during 
this  period — reserves  of  all  other  countries  increased  by  $23  billion,  an  average 
of  about  $3  billion  annually.  Nearly  75  percent  of  these  reserve  gains  by  other 
countries  was  accounted  for  by  deficits  in  the  U.S.  balance  of  payments  over  the 
period.  Gold  and  IMF  transactions  accounted  for  the  remainder. 

An  observation  of  ti-ends  during  the  past  3  years,  however,  reveals  that,  while 
overall  reserve  growth  has  been  maintained,  the  principal  sources  of  this  growth 
have  been  changing.  In  the  12-month  period  ending  in  June  1964,  new  gold 
supplies  accounted  for  $1.2  billion  of  the  $1.6  billion  in  reserve  growth.  In  the 
following  year,  ending  June  1965,  there  was  an  increase  of  $1.7  billion  in  reserves, 
with  most  of  it  coming  in  the  form  of  improved  positions  in  the  IMF,  arising 
primarily  from  the  substantial  drawings  by  the  United  Kingdom;  almost  no 
new  gold  entered  the  system.  The  United  Kingdom  drawing,  of  course,  will  be 
repaid,  so  the  addition  is  not  permanent  but  temporary.  Then,  in  the  year  ending 
June  1966,  world  reserves  increased  by  $2.3  billion,  but  more  than  a  third  of 
that  came  as  a  result  of  the  United  Kingdom  taking  into  its  reserves  some  financial 
assets  that  had  not  previously  been  so  counted.  IMF  operations  again  resulted  in 
reserve  growth,  although  these  were  not  so  significant  as  during  the  preceding 
period.  New  gold,  meanwhile,  contributed  only  about  $300  million. 

Thus,  in  one  way  or  another,  the  pace  of  reserve  growth  has  been  maintained 
so  far,  but  we  have  entered  into  a  period  in  which  the  sources  of  further  growth 
are  not  at  all  certain. 
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Based  on  these  considerations,  indicating  that  the  supply  of  reserves  from 
traditional  sources— mainly  gold  and  dollars — would  be  insufficient  to  meet  grow- 
ing needs,  it  has  become  clear  that  it  is  necessary  to  establish  a  contingency  plan 
for  deliberate  creation  of  international  reserve  assets  to  be  held  by  monetary 
authorities  in  order  to  supplement  their  holdings  of  gold  and  foreign  exchange. 
It  will  be  useful  to  establish  the  machinery  as  soon  as  possible,  even  though 
activation  will  depend  on  an  international  assessment  of  the  need  for  reserves. 

After  a  first  stage  of  exploratory  discussions  in  the  Group  of  Ten,  a  decision 
was  taken  last  fall  by  the  Ministers  and  Governors  of  the  Ten  and  by  the  Inter- 
national Monetary  Fund  to  engage  in  a  series  of  joint  meetings  between  the 
Deputies  to  the  Finance  Ministers  and  Central  Bank  Governors  of  the  Ten  and 
the  Executive  Directors  of  the  International  Monetary  Fund.  It  was  the  hope 
that,  tlirough  these  joint  meetings,  in  which  the  views  of  all  Fund  members 
would  be  represented,  a  consensus  would  be  developed  on  a  specific  plan  for 
deliberate  reserve  creation. 

The  first  of  the  joint  meetings  was  held  in  Washington  at  the  International 
Monetary  Fund  on  November  28,  29,  and  30.  There  was  a  full  and  harmonious 
exchange  of  views  and  a  consensus  was  evident  on  many  issues.  We  are  hopeful 
that  the  successful  beginning  of  this  cooperative  effort  will  lead  to  the  develop- 
ment of  a  contingency  plan  for  reserve  creation  for  submission  to  the  annual 
meeting  of  the  International  Monetary  Fund  in  1967. 


Exhibit  56, — Remarks  by  Assistant  Secretary  Davis,  March  1,  1967,  before  the 
Zurich  Economic  Society,  Zurich,  Switzerland,  on  the  opportunities  and  risks 
of  financing  world  progress 

It  is  a  great  pleasure  to  return  to  your  Confederation  of  Helvetian  States,  for 
during  my  stay  here  as  United  States  Ambassador,  I  learned  much  about  this 
great  country  of  yours.  I  learned  about  the  chemical  industry,  about  the  machine 
tool  industry,  about  your  banking  industry,  and  certainly  learned  much  about 
watch  tariffs.  But  most  importantly,  I  further  learned  to  appreciate  the  Swiss 
philosophy  of  love  for  freedom  and  patriotism,  for  we  share  these  same  beliefs  in 
the  United  States. 

Perhaps  all  of  you  do  not  know  that  when  the  United  States  was  founded,  a 
large  part  of  its  Constitution  was  "borrowed"  from  several  of  your  cantonal 
constitutions  and  when  your  Constitution  was  rewritten  in  1848,  much  of  ours 
was  "borrowed"  back  again. 

As  the  largest  democracy  in  the  world,  we  salute  you  and  your  nation  for  being 
the  oldest  democracy  in  the  world. 

I  returned  to  the  United  States  in  1965  as  Assistant  Secretary  of  the  Treasury, 
a  position  which  I  still  hold,  but  in  addition  to  this  responsibility,  last  year 
President  Johnson  appointed  me  as  the  U.S.  Executive  Director  of  the  Inter- 
American  Development  Bank.  This  has  been  both  a  refreshing  and  a  challenging 
experience.  It  has  brought  me  into  close  professional  and  personal  contact  with 
many  of  the  leaders  of  the  developing  nations  of  Latin  America  and  I  have  had 
the  opportunity  to  observe,  at  first  hand,  the  magnitude  of  the  problems  these 
leaders  face  in  attempting  to  satisfy  their  peoples'  legitimate  aspirations  for  a 
better  life. 

I  have  learned  how  this  Bank  has  been  able,  through  its  loans  and  technical 
assistance  activities,  to  make  a  major  contribution  toward  meeting  some  of  the 
))ressing  needs  of  Latin  America.  I  have  also  seen  how  this  relatively  young 
institution  has  served  as  an  effective  catalyst  in  mobihzing  substantial  resources 
from  among  its  own  members,  as  well  as  from  a  number  of  the  outward  looking 
advanced  countries  of  the  free  world,  including  Switzerland.  The  Bank's  recent 
sale  of  bonds  in  your  capital  market  is  an  outstanding  example  of  the  type  of 
international  cooperation  a  multilateral  financial  institution  can  inspire. 

Yet  for  any  institution  of  this  type  to  be  successful,  it  must  provide  a  means 
of  bettering  the  standard  of  living  of  the  peoples  of  these  nations,  but  more  im- 
portantly, it  must  offer  an  opportvmity  for  industriahzed  nations  to  further  their 
own  trade  while  they  are  also  offering  assistance.  In  other  words,  all  frontier 
markets  must  exhibit  proof  of  performance,  for  no  country  is  going  to  invest  in 
a  hopeless  cause. 

Looking  back  from  where  we  are  now,  I  would  assume  that  150  years  ago, 
the  Mississippi  Valley  in  the  United  States  and  the  Amazon  Valley  in  South 


EXHIBITS  365 

America  offered  the  same  opportunity  with  the  same  risk  of  investment.  History 
has  shown  that  the  investment  placed  in  the  Mississippi  Valley  made  a  handsome 
profit  for  the  investors  who  were  willing  to  take  the  risk,  and  now  the  Amazon 
Valley  is  potentially  ready  to  return  a  handsome  profit  to  those  who  are  willing 
to  invest  there. 

In  the  era  of  colonialization,  commercial  interests  had  a  saying  that  "trade 
follows  the  flag."  But  today,  with  the  increasing  independence  of  nations,  this 
phrase  no  longer  applies.  For  now,  "exports  follow  investment." 

I  do  not  wish  to  give  you  the  impression  that  I  consider  the  desire  for  more 
rapid  improvement  in  standards  of  living  and  for  greater  progress  to  be  unique 
to  the  countries  of  Latin  America.  The  pressure  for  progress  is  an  essential  char- 
acteristic of  every  country,  whether  it  is  classified  as  advanced  and  industrialized, 
or  as  emerging  and  less  developed.  You  might  be  interested  to  learn  in  this  con- 
nection that  one  of  Switzerland's  foremost  expatriates,  who  became  one  of  our 
greatest  Secretaries  of  the  Treasury  of  the  United  States — Albert  Gallatin — 
conceived  a  bold  program  of  economic  development  and  pubhc  works  in  America 
160  years  ago  as  a  means  of  absorbing  what  was  then  thought  to  be  an  embar- 
rassingly large  fiscal  surplus.  While  circumstances  conspired  to  prevent  imple- 
mentation of  Gallatin's  proposals,  these  were  direct  antecedents  of  the  massive 
programs  for  publicly  financed  improvements  which  were  to  take  place  during 
the  late  19th  and  20th  centuries  and,  spiritually  at  least,  antecedents  of  efforts 
to  lift  the  standard  of  living  in  the  less  developed  countries  of  the  world  today. 

We  should  regard  these  new  markets  as  opportunities  to  correct  our  own 
nations'  deficits.  This  is  not  a  bottomless  well  in  which  we  are  investing  our  money, 
but  this  is  a  means  of  capital  development  within  the  underdeveloped  nations, 
and  can  very  easily  be  compared  to  the  economic  investment  made  in  Western 
Europe  following  World  War  II. 

There  are,  however,  certain  elemental  differences  among  nations  which  dis- 
tinguish the  richer  from  the  poorer.  There  is,  for  example,  the  contrast  between 
hunger  and  starvation  in  some  areas,  as  compared  to  the  fully  stocked  food  shops 
in  other  areas.  There  is  the  contrast  between  mud  huts  and  disease-ridden  hovels 
on  the  one  hand  and  shiny  new  houses  and  apartment  buildings  on  the  other. 
And  there  is  the  contrast  between  utter  despair  over  not  being  able  to  provide 
sufficient  sustenance  for  children  to  survive  tomorrow,  and  concern  over  such 
matters  as  the  means  of  financing  automobiles  or  higher  education  for  children. 

The  job  of  narrowing  such  contrasts  as  these  through  assistance  to  the  poorer 
nations  of  the  world  is  one  of  the  enormous  challenges  the  free  world  now  faces. 
To  paraphrase  a  statement  by  one  of  our  great  American  Presidents,  Abraham 
Lincoln — the  world  cannot  long  endure,  one-quarter  in  gratifying  opulence  and 
three-quarters  in  grinding  poverty.  It  is  clear  that  the  cost  of  helping  to  finance 
the  poor  nations  will  never  be  lower  than  it  is  today.  It  is  even  more  clear  that 
the  ultimate  costs  to  the  richer  nations,  if  they  fail  to  meet  this  challenge,  will 
rise  in  geometric  proportions  as  time  goes  on. 

However,  let  me  state  that  this  is  a  good  investment,  and  one  that  we  in  the 
United  States  believe  not  only  offers  a  proper  return,  but  assists  in  the  all  im- 
portant work  of  helping  needful  nations  to  help  themselves. 

The  burden  which  the  richer  nations  must  assume  for  this  purpose — whether 
through  bilateral  assistance  programs  or  through  the  many  multilateral  institu- 
tions such  as  the  Inter-American  Development  Bank  established  to  act,  in  a 
sense,  as  trustees  in  this  great  endeavor — is  a  heavy  one.  No  single  countrj'  can, 
or  should  it  be  expected  to,  carry  this  burden  alone.  Every  advanced  nation  has 
the  inescapable  dutj'  of  contributing  its  share  of  the  cost. 

In  the  past,  some  countries  have  been  forced  by  circumstance  and  through 
default  of  others  to  carry  a  disproportionate  share  of  this  burden.  For  more 
than  a  decade  following  the  end  of  World  War  II  the  United  States  carried  most 
of  the  burden  virtually  alone.  Gradually,  as  reconstruction  progressed  in  Europe, 
we  were  joined  by  other  free  world  countries  in  this  effort.  It  is  of  particular 
interest  that  the  Russians  further  joined  in  recognizing  this  new  productive 
business  to  the  extent  that  today  Russia  enjoys  a  favorable  trade  balance  with 
practically  every  country  in  Western  Europe. 

At  times,  as  this  larger  international  effort  gathered  momentum  we  heard 
some  say  that  such  countries  as  France  were,  in  fact,  devoting  proportionally 
more  of  their  resources  to  aiding  the  less  developed  countries  than  was  the  United 
States.  This  fallacious  reasoning  deliberately  ignored  the  fact  that  the  United 
States  has  borne,  and  continues  to  bear,  the  lion's  share  of  the  unproductive 
burden  of  defending  economically  and  militarily  freedom  all  over  the  world. 


366   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Particularly  as  some  of  these  self-styled  leaders  in  foreign  aid  withdrew  into  their 
national  boundaries  leaving  unfulfilled  responsibilities  in  their  former  colonies 
and  territories.  This  defense  burden  must  also  be  coiuited  in  adding  up  the  balance. 
Finally,  I  am  sure  you  can  well  appreciate  the  lonely  burden  we  also  bear  because 
of  the  dollar's  role  as  a  key  international  reserve  currency. 

While  there  is  very  little  new  that  I  can  say  about  the  need  for  a  more  equitable 
sharing  of  the  burdens — and  in  particular  the  burden  of  financing  progress  in  the 
less  developed  countries  of  the  world — I  would  like  to  summarize  for  you  the 
essentials  of  my  Government's  position  on  the  subject. 

First,  the  free  world  needs  to  fmd  ways  and  means  of  meeting  the  legitinr-.ate 
needs  of  those  developing  countries  which  are  doing  what  they  can  to  help  them- 
selves. It  is  obvious  nothing  will  happen  unless  it  is  good  for  the  nations  that 
are  willing  to  make  these  investments.  This  is  just  like  a  business  which  is  seeking 
to  expand  its  activities  into  a  new  sales  area.  Business  will  not  make  any  money 
on  its  investment  until  it  has  sold  its  product  in  the  market  place.  We  believe 
that  these  investments  in  developing  nations  are  sound  and  will  ultimately  be 
returned  to  us  through  the  means  of  commercial  sales  and  exchange  after  these 
countries  and  markets  have  been  developed. 

Second,  the  burden  of  doing  this — the  cost  of  financing  economic  and  social 
progress — should  be  equitably  distributed  in  such  a  manner  that  the  objective  of 
satisfactory  rates  of  progress  in  the  less  developed  is  achieved,  while  at  the  same 
time  the  strength  of  the  donor  countries — individually  and  as  a  group — ia 
preserved. 

Third,  the  success  of  these  efforts  depends  crucially  on  maximum  cooperation 
from  developed  countries  individually  on  the  one  hand,  and  on  maximum  multi- 
lateral cooperation  and  improved  multilateral  institutions  on  the  other  hand. 

Who  can  say  what  are  the  legitimate  needs  of  developing  nations?  These 
needs  are  the  development  of  the  hopes  and  dreams  of  these  peoples. 

I  would  mention  briefly  the  recently  inaugurated  Asian  Development  Bank 
which,  with  a  dozen  nonregional  countries — including  your  own  country — 
contributing  and  joining  provides  an  outstanding  example  of  the  type  of  orderly 
and  productive  ties  which  can,  with  determination  and  ingenuity,  be  devised 
between  the  advanced  and  the  less  developed  countries.  The  Asian  Development 
Bank  and  the  Inter-American  Development  Bank  epitomize  the  growing  move- 
ment toward  regional  cooperation  which  stems  from  a  realization  that  progress 
in  every  part  of  the  world  requires  joint  enterprises  to  develop  shared  sources  of 
wealth. 

In  his  recent  message  to  Congress  on  foreign  aid,  President  Johnson  referred  to 
this  movement  as  springing  from  a  "philosophy  of  pragmatic  regionalism"  re- 
flecting the  facts  of  economic  life.  "Political  unity,"  the  President  continued,  "is 
neither  required  nor  expected.  But  the  resources  available  for  development  are  too 
scarce  to  scatter  among  many  countries  when  greater  promise  lies  in  joint  action. 
We  must  take  full  advantage  of  the  benefits  of  cooperation." 

President  Johnson  has  estabhshed  "the  guiding  principles"  on  which  our  U.S. 
programs  will  be  based,  and  they  are: 

"Self-help. — Nations  develop  primarily  through  their  own  efiforts.  Our  programs 
can  only  be  supplements,  not  substitutes.  This  is  the  overriding  principle. 

"M unilateralism. — Every  advanced  nation  has  a  duty  to  contribute  to  its 
share  of  the  cost. 

"Regionalism. — The  future  of  many  countries  depends  on  sound  development 
of  resources  shared  with  their  neighbors. 

"Agriculture,  health,  and  education. — These  key  sectors  are  the  critical  elements 
of  advancement  everywhere  in  the  underdeveloped  world." 

The  commercial  potential  of  American  agriculture  holds  the  greatest  hope  for 
social  progress  and  international  welfare  of  any  goal  reachable  in  the  20th  century. 
Investing  in  world  agriculture  today  to  feed  the  increasing  population  of  the 
world,  offers  a  greater  potential  than  did  the  industrial  investments  of  the  19th 
century.  If  nations  don't  want  to  take  advantage  of  this  type  of  opportunity, 
then  I  feel  they  are  shortsighted. 

Further,  we  will  defeat  world  domination  by  Coinniunism  through  food  produc- 
tion alone.  In  fact,  one  of  the  major  reasons  leading  to  Khruschev's  ouster  was 
his  failure  to  change  the  Russian  diet  from  starch  to  protein. 

Nations  must  be  on  the  alert  to  increase  their  productivity  in  all  areas,  but 
particularly  we  must  be  conscious  of  food  production  in  this  era  of  predictable 
world  overpopulation.  In  order  to  help  these  younger  nations,  we  are  more  than 
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willing  to  have  them  tap  the  great  research  of  American  agriculture  to  "seed  and 
breed"  to  help  themselves. 

It  is  luy  Government's  firm  conviction  that  countries  which  arc  accumulating 
savings  in  the  form  of  reserves  should,  if  they  are  to  accept  their  proper  respon- 
sibiUties,  permit  public  and  private  capital  to  flow  out  to  the  less  developed 
covmtries  in  reasonable  magnitudes  and  on  reasonable  terms.  The  surplus  countries 
should  share  their  surpluses  by  giving  multilateral  and  regional  financing 
institutions  liberal  access  to  their  capital  markets. 

This  is  only  a  starter,  however,  and  should  be  followed  or  accompanied  by  in- 
creased outflows  of  public  capital  on  liberal  terms  and  technical  assistance  to  the 
maximum  extent  permitted  by  the  surplus  country's  internal  and  external  resources. 
A  policy  such  as  this  not  only  increases  the  help  available  to  deserving  less  de- 
veloped countries,  but  also  contributes  substantially  to  effective  global  balance- 
of -payments  adjustment  processes  which  are  essential  to  the  continued  operation 
and  stabiUty  of  the  international  monetary  system. 

The  "Report  on  the  Balance  of  Payments  Adjustment  Process"  issued  last 
August  by  Working  Party  Three  of  the  OECD's  Economic  Policy  Committee 
recapitulates  these  policy  considerations,  in  part,  in  the  following  terms: 

"It  would  *  *  *  be  desirable  for  countries  in  a  strong  balance-of -payments 
position  to  take  advantage  of  the  favorable  opportunity  to  increase  their  aid 
contributions,  either  by  facilitating  the  access  of  international  institutions  to 
their  capital  market  or  by  other  means.  It  would  also  be  advantageous  if  countries 
in  a  strong  balance-of-payments  position  could  increase  the  proportion  of  their 
aid  which  is  granted  on  an  untied  basis  and,  where  possible,  undertake  reverse 
tying." 

So  far,  few  of  the  nations  in  a  position  to  adopt  these  precepts  have,  to  my 
knowledge,  chosen  to  do  so  despite  the  obvious  and  increasing  urgency  of  the 
needs.  On  the  contrary,  it  is  unfortunately  still  the  case  that  some  industrialized 
nations  which  are  not  pulling  their  fair  share  of  the  load,  continue  to  derive 
substantial  net  benefits  from  untied  resources  being  made  available  through 
international  and  regional  financing  institutions. 

For  example,  in  the  so-called  hard  window  of  the  Inter- American  Bank,  there 
has  been  made  available  through  the  end  of  1966  convertible  currencies  in  the 
aggregate  amount  of  $653  million.  Of  this  amount,  the  Latin  American  members 
of  the  Bank  have  provided  $173  million  and  the  United  States  has  provided  $375 
million.  Other  advanced  nonmember  nations  have  provided  $105  million  in  the 
form  of  funds  loaned  to  the  Bank.  Agamst  this  16  percent  share  of  the  Bank's 
total  ordinary  capital  resources  supplied  by  these  nonmember  industrialized 
countries,  it  should  be  noted  that  as  of  mid-1966  these  coimtries  had  enjoyed  2R 
percent  of  the  procurement  business  made  possible  by  the  Bank's  ordinary  capital 
lending  operations. 

The  ba.'ic  mequity  of  this  uneven  benefits-contributions  relationship  for  this 
one  institution  alone  is  obvious.  The  question  clearly  arises  as  to  how  long  such 
a  situation  can  be  allowed  to  persist.  I  suggest  that  it  may  soon  be  necessaryto 
take  steps  to  bring  about  a  better  balance,  a  more  equitable  balance  in  the  relative 
cost  benefits  ratio  of  development  assistance  by  limiting  prociu-ement  to  those 
nations  who  are  investing  in  the  developing  countries  of  the  world. 

My  Government,  for  reasons  well  known  to  you,  wDl  tailor  its  foreign  assistance 
programs  to  rest  on  the  basic  strength  of  the  dollar  and  our  balance-of-payments 
position. 

As  regards  our  policy  of  administration,  our  actions  in  these  areas  must  be 
approved  by  our  Congress,  which  means  the  American  public.  President  Johnson 
in  all  of  his  actions  aspires  to  public  acceptability,  and  let  me  assure  you  that  the 
American  public  is  solidly  behind  his  programs.  Given  our  international  monetary 
responsibilities,  this  must  be  so  and  we  must  continue  to  insure  that  our  aid 
programs  have  the  least  possible  effect  on  our  balance  of  payments.  The  criticisms 
one  hears  of  our  aid  policies  and  in  particular  of  our  aid-tying  procedures  fail  to 
take  into  any  account  these  broader  issues.  And  they  fail  to  take  into  account  as 
well  the  fact  that  the  United  States  followed  a  liberal  policy  in  this  particular 
respect  over  a  long  period  of  years  when  massive  amounts  of  its  resources  were 
devoted  to  the  reconstruction  of  war-torn  Europe  and  to  the  creation  of  great 
multilateral  institutions  including  the  International  Monetary  Fimd,  the  World 
Bank,  and  the  regional  development  banks  which  have  played,  and  will  continue 
to  play,  such  an  important  role  in  bringing  about  a  more  orderly  and  a  better 
world  in  which  to  live. 
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The  United  States  is  willing  to  take  the  initiative  in  forging  a  bold  new  concept 
to  enable  less  fortunate  nations  to  help  themselves.  No  individual  or  nation 
desires  charity.  They  want  to  develop  their  own  economy  to  become  uidependcnt, 
and  then  prosperous,  and  in  this  area  we  will  assist  them. 

You  can  rest  assured  that  the  United  States  will  continue  to  carry  its  fair 
shai-e  of  the  burden  of  financhig  the  world's  progress  requirements.  You  can  rest 
assui-ed  that  we  will  continue  to  be  in  the  forefront  of  freedom's  battlefields  the 
world  over.  You  can  rest  assured  that  we  will  continue  to  seek  an  early  successful 
conclusion  to  international  monetary  reform  negotiations,  designed  to  guarantee 
a  prosperous  and  expanding  international  financial  framework  for  progress.  And 
you  can  rest  assured  that  we  will  be  equally  luiremitting  in  our  efforts  to  ensure 
that  the  other  great  nations  of  the  free  world  play  their  proper  and  equitable 
role  in  all  of  these  great  endeavors. 

As  your  forebears  fought  so  valiantly  for  your  freedom  in  the  great  battles  of 
Morgarten  and  Sempach,  as  did  our  ancestors  in  oiu*  great  battles  of  Lexington 
and  Yorktown,  we  are  both  stUl  primarily  interested  in  the  freedom  and  happiness 
of  mankind.  But  today,  we  are  mvolved  in  an  economic  war  where  we  are  using 
dollars  and  francs  instead  of  swords  and  halberds  to  defeat  our  common  enemy. 
We  shall  withstand  the  attacks,  we  shall  prosper,  and  in  so  doing  create  a  great 
new  and  free  world  for  mankind. 


Exhibit  57, — Remarks  by  Assistant  Secretary  Knowlton,  May  2,  1967,  before 
the  World  Affairs  Council,  on  the  U.S.  balance-of-payments  problem:  a  long- 
range  strategy 

I.  Introduction 

I  want  to  discuss  with  you  today  a  problem  that  is  statistical;  sexless;  senseless, 
in  the  eyes  of  some;  and  remote  in  the  minds  of  most.  In  other  words,  the  U.S. 
balance  of  payments. 

Despite  these  distasteful  characteristics,  the  subject  has  recently  been  embraced 
with  considerable  conversational  fervor;  the  light  shed  upon  it  appears  to  vary 
in  inverse  proportion  to  the  conversational  heat. 

You  are  all  no  doubt  famihar  with  the  problem  in  a  general  way — and  many 
of  you  are  familiar  with  its  intricacies.  For  every  year  but  one  of  the  last  seven- 
teen, the  United  States  has  paid  out  more  dollars  to  foreigners  than  it  has  taken 
in.  Some  of  these  dollars  have  moved  into  the  hands  of  foreign  monetary  au- 
thorities who  can  convert  them  into  gold  if  they  so  desire.  In  1956  the  amount 
of  Uquid  dollars  held  by  foreign  countries  totaled  $14.6  billion,  and  our  gold 
stock  totaled  $22.1  billion.  By  the  end  of  1966  foreign  liquid  dollar  holdings  had 
grown  to  $27.9  billion  ($13.7  biUion  in  official  hands),  and  our  gold  stock  had 
dropped  to  $13.2  billion. 

As  the  problem  persists,  individual  sectors  of  our  society  tend  increasingly 
to  blame  other  sectors  for  the  deficit.  The  prescription  of  some  (outside  the 
administration)  is  to  have  us  bring  back  our  troops  from  Western  Europe  or 
drastically  to  reduce  our  foreign  economic  assistance  programs.  Some  (not  in 
the  financial  business)  would  reduce  or  eUminate  various  types  of  private  capital 
outflows.  Others  (presumably  not  members  of  the  jet  set)  select  the  American 
tourist,  conveniently  pictured  as  sipping  champagne  and  ogling  bare-bosomed 
girls  in  a  Paris  nightclub,  as  the  villain.  And  still  others  (usually  those  doing 
poorly  in  trade)  would  have  us  erect  trade  barriers.  Each  group  views  its  own 
contribution  to  the  deficit  as  morally  sacrosanct  and  economically  viable  in  the 
long  run — even  if  costing  us  a  few  dollars  in  the  short  run. 

As  if  this  chorus  were  not  sufficiently  diverting  for  the  policy  makers,  there 
is  a  simultaneous  dialogue  in  progress  over  whether  the  steady  increase  in  U.S. 
liquid  liabihties  and  the  steady  decline  in  reserve  assets  is  really  a  problem  at 
all.  Here  our  advice  ranges  from  that  of  distinguished  professors  who  view  the 
process  as  one  of  normal  banking  intermediation  and  exhort  us  "not  to  do  some- 
thing but  just  stand  there"  to  the  disciphnary  exhortations  of  foreign  central 
bankers,  who  pursue  cure  of  the  deficit  with  the  religious  zeal  of  Captain  Ahab 
in  pursuit  of  the  white  whale. 

We  are  confronted,  on  the  one  hand,  by  those  who  would  have  us  break  the 
link  to  gold  (the  only  question  being  whether  to  do  it  now,  with  $13  billion  left, 
or  to  let  it  all  drain  out  first)  and,  on  the  other,  by  those  who  would  apply  a 
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good  dose  of  old-fashioned  economic-  discipline,  stagnate  the  economy,  and, 
presto,  bring  ourselves  into  equilibrium.  Somewhere  in  between  are  advocates 
of  a  dollar  bloc. 

None  of  these  groups — in  my  view — lives  in  the  real  world  as  it  exists  today, 
or  as  we  want  it  to  exist  in  the  future. 

II.  Basic  assumptions 

Today,  I  want  to  discuss  the  U.S.  balance-of-payments  problem — and  our  strat- 
egy— in  what  I  hope  is  a  more  frontal  and  pragmatic  way.  Time  does  not  permit 
me  to  discuss  the  closely  related  problem  of  international  liquidity  and  the  nego- 
tiations in  progress  for  the  reform  of  the  international  monetary  system. 
With  respect  to  the  U.S.  balance  of  payments  per  se,  I  will  assume  that: 
— It  is  a  problem. 
— The  problem  must  be  solved. 

— It  can  only  be  solved  through  effective,  long-range  measures. 
- — It  need  not  be  solved  by  restrictive  measures  and  can,  as  a  practical  matter, 
be  solved  largely  by  a  combination  of  increasing  our  private  balance-of- 
payments  receipts  and  exercising  restraint  over  our  Government  outlays. 
— It  requires  an  organized  approach  in  which  the  talents  and  resources  of 
the  Government  and  private  industry  are  more  effectively  coordinated. 
— And,  finally,  it  cannot  be  solved  without  positive  action  by  other  countries. 

III.  The  short-term  strategy 

I  will  comment  on  the  short -run  picture  only  in  passing  by  saying  that  shorter 
term  measures  include: 

— The  interest  equalization  tax,  which  we  are  attempting  to  extend  and 

strengthen ; 
— the  Voluntary  Federal  Reserve  Program  to  restrain  capital  outflows  from 

banks  and  other  financial  institutions; 
• — the  Voluntary  Commerce  Program  designed  to  moderate  direct  investment 
outflows. 
Like  the  shots  of  cortisone  pumped  into  Sandy  Koufax's  left  elbow,  these 
measures  have  enabled  us  to  produce  a  respectable  balance-of-payments  per- 
formance during  a  difficult — and  presumably  temporary — period  in  which  Viet- 
nam costs  have  had  an  important  adverse  impact.  They  have  enabled  us  to  reduce 
our  liquidity  deficit  in  the  last  2  years  to  $1.4  billion,  on  average,  compared  to  $2.8 
bilhon,    on  average,  in  the  preceding  5  years;  they  helped  reduce  our  official 
settlement  deficit  to  $0.5  biUion,  on  average,  in  the  last  2  years,  compared  to 
$2.2  bilUon,  on  average,  in  the  preceding  5  years. 

IV.  The  long-range  strategy 

A.  Goal. — The  U.S.  long-range  balance-of-payments  objective — stated  most 
simply — is  to  reach  and  sustain  the  degree  of  equilibrium  necessary  to  preserve 
confidence  in  the  stabihty  of  the  dollar  as  a  transactions  and  reserve  currency. 
(I  use  the  word  "preserve"  advisedly.  Confidence  in  the  dollar  exists  today. 
The  fact  that  94  percent  of  our  gold  losses  to  foreign  central  banks  in  the  last 
3  years  are  attributable  to  purchases  by  one  central  bank  suggests  these  drains 
relate  to  factors  other  than  lack  of  confidence  in  our  currency.) 

B.  Structure. — We  must  achieve  this  objective  in  the  right  way.  I  suggest 
that  the  most  rational  and  desirable  profile  for  balance-of-payments  equilibrium 
would  be  one  in  which: 

— The  United  States  would  meet  its  fair  share  of  international  commitments 
on  behalf  of  mutual  security  in  the  free  world  and  economic  development 
in  the  poorer  nations  of  the  free  world. 

— The  United  States  would  export  private  capital.  We  have  the  most  efficient 
capital  market  in  the  world;  to  deprive  a  world  that  needs  capital  of  access 
to  this  economic  resource  would,  over  the  long  run,  constitute  an  act  of 
economic  perversity. 

— To  cover  these  Government  outflows  and  private  capital  outflows,  the 
United  States  would  increase  its  balance-of-payments  receipts  from  a 
variety  of  sources,  of  which  the  most  important  are  exports  of  goods  and 
services,  including  travel;  direct  investment  income,  including  royalties; 
and  foreign  portfolio  investment. 

C.  Implementation. — Let  me  now  suggest  specific  ways  in  which  we  can  increase 
the  receipts  and  limit  the  payments  in  question.  As  you  will  see,  achievement 
of  the  desired  balance-of-pasnnents  profile  will  require  new  actions,  better  plan- 
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ning,  and  a  greater  sense  of  urgency  on  the  part  of  many  people.  It  also  requires, 
in  my  opinion,  far  greater  self-confidence  in  ultimate  success  than  many  analysts 
in  Government,  in  business,  and  in  the  academic  commimity  have  lately  professed. 
1.  Increasing  our  trade  surplus. — The  time  has  come  for  us  to  improve  our 
trade  surplus  by  launching  a  powerful  long-range  export  drive.  Price  and  cost 
stability  are  essential  ingredients  of  success  in  this  endeavor.  After  outperforming 
our  major  competitors  with  respect  to  costs  and  prices  in  the  period  1960-65, 
we  did  no  better  than  hold  our  own  in  196G.  If  we  are  to  increase  our  market 
share  in  the  future,  as  we  must,  we  must  again  outperform  our  major  competitors 
in  this  important  respect. 

With  respect  to  export  promotion,  the  Commerce  Department  has  already 
greatly  intensified  its  efforts. 

U.S.  trade  missions,  begun  in  1954  largely  as  goodwill  tours,  have  been 
entirely  recast  as  vehicles  for  hard-selling  of  American  products,  services, 
and  investments  abroad. 

Attendance  at  commercial  trade  fairs  has  climbed  from  1.6  million  persons 
in  fiscal  1963  to  an  estimated  5  million  in  fiscal  1967  to  date.  The  number 
of  U.S.  firms  participating  in  these  fairs  has  jumped  from  147  in  1963  to 
522  thus  far  in  1967  and  may  well  exceed  1,000  by  the  end  of  the  year. 

Commerce  is  now  storing  in  computers  vast  new  quantities  of  information 
on  the  international  trading  interests  of  23,000  U.S.  corporations.  Of  these, 
10,000  are  not  now  exporting  but  have  indicated  an  intere.st  in  doing  so. 
Commerce  helps  these  novice  exporters  by  suggesting  a  variety  of  established 
channels  for  distributing  their  products  overseas. 
The  recent  report  of  the  National  Export  Expansion  Council  (the  so-called 
Kimberly  Report)  struck  just  the  right  note,  in  my  view,  when  it  stated: 

"An  export  expansion  program,  projected  for  10  years,  should  be  planned  to 
analyze  the  total  potential  for  American  exports,  market-by-market,  based 
upon  thi-ee  kinds  of  growth:  (1)  a  normal  growth  based  on  an  expanding  world 
economy;  (2)  a  penetration  growth  based  on  taking  business  away  from  foreign 
countries  which  are  competitors;  and  (3)  the  introduction  of  new  products  and 
services  which  are  presently  unavailable  in  world  markets. 

"There  should  be  an  expansion  of  electronic  data  processing  involving  market 
information,  trade  opportunities,  identification  of  prospective  exporters,  and  the 
compilation  of  export  data  to  permit  tabulation  of  results." 

With  respect  to  export  financing,  we  have  made  progress  in  the  last  year  in 
streamlining  the  operations  of  the  Export-Import  Bank.  It  has  simplified  its 
procedures.  It  has  a  new  rediscount  facility.  New  loan  authorizations  by  the  Bank 
are  up  70  percent  to  an  annual  rate  of  $3.7  billion  in  fiscal  year  1967.  Additional 
measures  to  improve  the  quality  and  quantity  of  support  the  United  States 
can  give  exporters  in  the  field  of  finance  are  under  active  consideration  by  the 
administration  and  the  Congress. 

In  the  tax  field,  we  have  in  the  last  year  streamlined  regulations  relating  to 
exports.  The  Government  has  under  continuing  review  the  relationship  between 
tax  systems  here  and  abroad;  if  differences  exist  or  should  materialize  that  would 
put  our  exporters  at  an  unfair  disadvantage,  we  intend  to  take  appropriate 
measures  to  correct  the  situation. 

The  United  States  is  extraordinarily  competitive  at  the  two  extremes  of  the 
export  spectrum — agriculture  and  advanced  technology.  The  world  food  outlook 
is  such  that  we  can  be  optimistic  about  the  demand  for  our  agricultural  produc- 
tion and  our  ability  to  supply  greater  quantities  of  food  to  help  meet  it. 
In  advanced  technology,  our  computer  industry — to  cite  one  example — has  in 
the  last  15  years  reduced  the  cost  of  making  100,000  calculations  from  $1.38  to 
3K  cents — the  kind  of  price  reduction  that  does  not  show  up  in  official  statistics 
measuring  national  competitiveness.  The  nature  of  modern  technology  is  such, 
furthermore,  that  it  quickly  "attaches  itself"  to  other,  more  humdrum  manu- 
factm-ed  products  (the  machine  tool  is  now  often  computer  controlled)  so  that 
our  technological  lead — if  maintained — should  manifest  itself  across  a  growing 
range  of  export  products. 

Thus,  given  an  economic  policy  in  which  cost  and  price  stability  are  emphasized, 
given  adequate  support  by  the  Government  in  the  fields  of  promotion,  finance, 
and  taxation,  and  given  adequate  interest  by  exporters  themselves,  we  ought 
tolincrease  our  trade  surplus  substantially  in  coming  years.  We  should  certainly 
have  that  as  a  major  national   policy  objective. 

A  U.S.  trade  surplus  $3  billion  to  $4  billion  higher  than  the  $3.7  billion  of  1966 
is  not  going  to  create  havoc  domestically  in  an  economy  with  a  gross  national 
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product  of  $760  billion  or  in  an  expanding  international  trading  world  in  which 
the  exports  of  all  countries  currently  exceed  $200  billion.  We  have  had  a  trade 
surplus  of  this  magnitude  before,  in  1964.  A  return  to  such  a  level — or  new  high 
ground — is  essential  to  a  healthy  solution  of  our  payments  problems. 

2.  Increasing  our  travel  receipts. — As  one  Washington  economist  likes  to  point 
out,  a  travel  gap  is  really  no  different  than  a  banana  gap,  or  a  steel  gap,  or  a 
widget  gap.  The  kinds  of  institutions  and  measures  necessary  to  stabilize  or 
narrow  the  travel  gap — $1.8  billion  in  1966 — ^are,  in  fact,  similar  to  those  necessary 
to  increase  our  merchandise  trade  siu-plus. 

Last  year,  the  U.S.  Travel  Service  operated  with  a  minuscule  $3  million  budget — 
a  budget  that  compares  with  $10  million  for  Canada,  $10  million  for  Spain,  $7 
million  for  Mexico,  $5  million  for  France,  and  $5  million  for  Greece. 

Imagine  what  could  be  accomplished  with  a  major  budgetary  effort  on  the 
part  of  the  U.S.  Government — more  funds  not  only  for  the  U.S.  Travel  Service, 
but  also  for  improved  customs  and  reception  centers,  translation  services,  better 
park  facilities,  and  so  on.  One  can  let  one's  imagination  run  wild  in  terms  of  a 
variety  of  actions — governmental  and  nongovernmental — that  would  increase 
foreign  travel  to  the  United  States.  For  example: 

Why  can't  we  have  an  attractive,  comprehensive  guidebook  for  the  United 
States,  translated  into  a  variety  of  foreign  languages? 

Why  can't  we  give  foreigners  "standby"  status  on  domestic  airlines 
similar  to  that  given  to  students  and  military  personnel? 

Why  can't  we  fill  thousands  of  empty  university  dormitory  beds  at  vacation 
periods,  provide  revenues  to  the  universities  in  question,  and  low  cost  lodg- 
ings to  foreign  student  travelers? 

Why  can't  we  develop  a  system  of  certified  guides  using  U.S.  students 
with  a  high  level  of  foreign  language  proficiency  and  familiarity  with  U.S. 
history  and  points  of  interest? 

Why  can't  our  airlines  fight  harder  at  international  air  conferences  for 
differential  air  rates  encouraging  traffic  to  the  United  States? 

Why  can't  we  have  a  permanent  World's  Fair  of  Science  and  Technology — 
a  scientific  Disneyland,  located  somewhere  in  the  United  States — that  would 
attract  tourists  and  promote  U.S.  exports  as  well? 
We  need  more  interest,  more  action,  and  more  imagination  by  both  the  Gov- 
ernment and  the  private  travel  business.  I  am  hopeful  that  the  new  travel  task 
force  about  to  be  appointed  by  the  President  will  make  recommendations  for 
institutional  arrangements  and  for  increased  budgetary  support  of  such  an  effort. 

3.  Increasing  our  direct  investment  income. — There  is  much  debate  about  the 
effect  of  direct  investment  on  our  trade  balance.  Some  analysts  contend  that  the 
construction  of  manufacturing  plants  abroad  preserves  markets  and  promotes 
American  exports.  Others  allege  that  the  transfer  of  production  from  the  United 
States  to  the  foreign  country  results  in  a  loss  of  U.S.  exports. 

One  does  not  have  to  resolve  this  debate  to  reach  the  conclusion  that  at  the 
very  least  direct  investment  must  be  suflJciently  profitable  to  permit  corpora- 
tions to  send  home  a  steadily  increasing  stream  of  dividend  and  royalty  income. 
The  surplus  of  income  over  direct  investment  outflow  must  grow.  Recent  per- 
formance on  this  score  has  been  disappointing. 

Since  the  beginning  of  1960,  U.S.-controUed  corporations  have  invested  $42 
billion  (net  of  depreciation)  in  new  plant  and  equipment  and  working  capital 
outside  the  United  States.  The  annual  amount  of  such  investments — financed 
from  earnings  retained  from  abroad,  other  foreign  funds,  and  funds  from  the 
United  States — rose  from  $3.7  billion  at  the  beginning  of  the  decade  to  nearly 
$10  billion  in  1966.  According  to  our  estimates,  this  $42  billion  investment  has 
produced  an  incremental  return  in  the  form  of  earnings  and  royalties  of  only 
about  7  percent.  (I  include  retained  as  well  as  repatriated  earnings  in 
this  calculation.) 

Since  only  about  37  percent  of  the  financing  for  this  investment  came  from  the 
United  States,  the  performance  in  balance-of-payments  terms  has  been  better 
but  still  inadequate.  The  annual  excess  of  dividend  and  royalty  income  over 
direct  investment  outflows  doubled,  from  $1  billion  to  $2  billion,  in  the  period 
1960-62.  It  has  since  remained  on  a  $2  billion  plateau. 

These  poor  results  can  be  attributed,  in  part,  to  a  number  of  special  factors — 
hopefully  largely  nonrecurring. 

It  would  be  difficult  for  corporate  managements  to  increase  domestic  in- 
vestments across  a  broad  range  of  industries  as  rapidly  as  these  expenditures 
have  been  climbing  abroad  in  recent  years  without  making  mistakes.  The 
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business  of  making  investments  abroad  is  inherently  more  difficult  than 
making  them  here — there  are  the  added  difficulties  of  language,  distance, 
finding  personnel.  Mistakes  have  undoubtedly  been  made,  and  it  seems 
reasonable  to  assume  that  recent  rates  of  increase  cannot  be  sustained  on 
sound  business  grounds. 

There  has  undoubtedly  been  an  element  of  "fashion"  in  recent  overseas 
spending.  A  study  last  fall  by  a  New  York  investment  banking  firm  of  40 
U.S.  corporations  accounting  for  70  percent  of  U.S.  direct  investment  in 
Western  Europe  indicated  that  almost  half  gave  the  desire  "to  be  a  world- 
wide enterprise"  as  the  most  important  reason  for  making  the  investments 
in  question;  only  10  percent  gave  the  desire  to  "earn  a  higher  rate  of  return 
or  profit  margin"  as  the  most  significant  motivation. 

Even  the  best  conceived  investments  of  the  last  2  years  may  not  yet  be 
providing  maximum  potential  rates  of  return  because  of  start-up  costs. 

Growth  rates  in  certain  important  countries  have  slowed;  favorable  results 
liave  thus  been  delayed. 

The  cost  of  financing  abroad  is  higher  than  here.  In  response  to  the  volun- 
tary programs  administered  by  the  Department  of  Commerce,  firms  have 
been  financing  a  larger  percentage  of  their  investment  with  funds  obtained 
outside  the  United  States — 67  percent  in  1966  as  against  54  percent  in  1960. 
The  higher  cost  of  foreign  financing  should  have  only  a  minor  impact  over 
the  long  run — but  it  has  its  most  telling  impact  in  the  early  stages  of  operation. 
Past  investment  ought  to  become  more  profitable  as  mistakes  are  corrected, 
and  operating  rates  improve.  Future  investment  decisions  by  business  should  be 
more  selective  and  prudent.  If  these  favorable  trends  can  be  coupled  with  a 
moderate  further  reduction  of  direct  investment  outflows  from  the  United  States 
as  European  capital  markets  adjust  to  higher  levels  of  overseas  borrowing  by 
U.S.  corporations,  the  excess  of  our  dividend  and  royalty  receipts  annually  over 
direct  investment  outflows — could  and  should  increase  by  $2  billion  to  $3  billion 
by  the  end  of  the  decade. 

Our  present  program  and  our  long-range  strategy  arc  based  on  this  premise. 
4.  Increasing  foreign  -portfolio  investment  in  the  United  States. — Just  as  the  U.S. 
travel  industry  must  regard  the  sale  of  U.S.  travel  facilities  to  foreigners  as  an 
export,  so  the  financial  community  should  look  upon  U.S.  securities  as  exports. 
In  exercising  its  fiduciary  responsibilities,  the  investment  community  cannot, 
of  course,  put  itself  in  the  position  of  never  recommending  sales  of  domestic 
securities  by  foreigners.  However,  a  number  of  the  factors  that  make  the  United 
States  a  natural  exporter  of  capital  (its  efficient  money  and  capital  markets  make 
it  cheap  and  convenient  for  foreigners  to  raise  funds  here')  also  make  it  a  natural 
importer  of  certain  types  of  foreign  capital  over  the  long  run.  The  breadth  of 
trading  in  our  securities,  the  quantity  and  quality  of  information  available  on 
corporations,  the  speed  with  which  information  is  transmitted  to  stockholders, 
the  variety  of  investm(!nt  instruments  that  are  available  (a  new  kind  of  mutual 
fund  has  recently  been  invented)  make  the  United  States  a  place  where  every 
long-term  investor  should  put  a  portion  of  his  savings.  If  he  docs,  then  outflows 
of  other  needed  types  of  capital  from  the  United  States  will  be  off"set,  in  part,  by 
these  inflows,  and  we  will  have  a  more  rational,  if  not  perfectly  balanced,  two-way 
flow  of  funds. 

The  Fowler  Task  Force  Report  of  1965  addressed  itself  to  this  problem.  Passage 
of  the  Foreign  Investors  Tax  Act,  designed  to  end  tax  discrimination  against 
foreign  investors,  represents  the  latest  and  most  important  effort  of  the  Govern- 
ment to  implement  the  recommendations  of  that  group. 

The  financial  community  is  already  hard  at  work  selling  securities  to  foreigners. 
It  can  probably  do  more. 

Is  there  any  way  in  which  the  industry  can  organize  itself,  on  a  cooperative 
basis,  to  provide  foreign  investors  with  more  up-to-date,  consistent  informa- 
tion on  changes  in  securities  regulations?  to  translate  brokerage  material 
into  foreign  languages?  and  to  encourage  more  corporations  to  translate 
reports  hito  foreign  languages? 

Can  foreign  investmcuit  decisionmakers  be  brought  here  more  often  and  in 
larger  numbers  to  visit  companies  uniquely  American  in  managerial  approach 
and  in  technological  and  merchandising  skill?  If  such  visitors  were  interested 
in  obtaining  first-hand  exposure  to  U.S.  economic  policymakers — whose 
views  are  not  irrelevant  in  investment  decisionmaking — top  Government 
officials  would  be  at  their  disposal. 
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Looking  to  the  more  distant  future,  should  our  stock  and  commodity  ex- 
changes view  themselves  in  more  global  terms,  open  for  longer  hours,  pro- 
viding material  in  all  major  languages,  and  beaming  quotations  via  commu- 
nications satellites  to  the  major  financial  centers  of  the  world? 

There  may  be  considerable  scope  also  for  investment  in  a  variety  of  medium- 
and  long-term  U.S.  instruments  by  those  stewards  of  central  bank  assets  who  are 
more  concerned  with  the  creative  utilization  of  their  nation's  reserves  than  with 
the  preservation  of  sterile  and  outmoded  traditions.  As  the  Bible  tells  us,  the 
steward  who  buried  his  master's  talent  in  the  sand  was  dismissed;  those  who  wisely 
invested  the  talents  entrusted  to  them  earned  their  master's  trust  and  praise. 

5.  Limiting  Government  foreign  exchange  expenditxires. — We  in  the  Government 
must  not  delude  ourselves  or  others  that  the  balance-of-payments  deficit  will 
disappear  automatically  when  the  Vietnam  fighting  stops  and  our  foreign  exchange 
costs  in  Southeast  Asia  drop.  They  will  drop — and  hopefully  quite  substantially — 
but  like  the  month  of  June,  they  may  "bust  out  all  over"  again,  in  other  forms, 
unless  we  exercise  self-discipline  and  insist  that  other  nations  do  their  fair  share — 
in  the  miUtary  and  economic  assistance  field^in  meeting  joint  responsibilities. 

We  have  already  made  quite  an  effort  to  hold  down  the  foreign  exchange  costs 
of  our  military  and  economic  assistance  programs. 

We  have  tied  our  bilateral  aid  so  that  virtually  all  of  our  aid  money  returns 
to  us  in  the  form  of  exports.  Our  job  now  is  to  make  sure  that  the  exports  we 
receive  from  aid-tying  do  not  simply  substitute  for  exports  we  would  have  re- 
ceived anyway.  A  Treasury-Commerce-State- AID  team  will  begin  visits  later 
this  month  to  a  number  of  major  aid-recipient  countries  to  see  how  performance 
can  be  improved. 

We  must  intensify  our  technical  assistance  efforts,  training  personnel  in  less- 
developed  nations  in  the  skills  needed  to  sell  and  service  U.S.  products  in  their 
home  countries.  The  U.S.  Government  should  consider  bringing  more  technicians 
from  developing  countries  to  the  United  States  for  training,  not  only  in  order  to 
obtain  exports  while  our  aid  programs  are  in  progress  but  also  after  they  have 
phased  out. 

In  the  field  of  multilateral  economic  assistance,  the  emergent  Asian  Develop- 
ment Bank  with  20  percent  of  the  capital  provided  by  the  United  States,  and  the 
rest  by  Japan,  Canada,  Western  Europe,  and  other  regional  donors  represents 
the  kind  of  burden  sharing  necessary  if  the  industrial  nations  are,  together,  to 
promote  economic  progress  in  the  less-developed  world  in  the  decades  ahead. 

With  respect  to  other  multilateral  institutions,  an  increased  U.S.  contribution 
to  the  World  Bank's  soft  loan  window  (International  Development  Association) 
will  be  contingent  upon  satisfactory  balance-of-payments  safeguards.  The  Execu- 
tive Directors  of  the  Inter-American  Development  Bank  are  looking  at  ways  in 
which  the  balance-of-payments  burden  of  their  operations  can  be  more  equitably 
distributed. 

In  the  military  field,  the  Defense  Department  has  already  taken  a  broad  range 
of  steps — in  the  handling  of  procurement,  construction,  and  personnel — to  mini- 
mize the  balance-of-payments  costs  of  its  activities.  It  has  accelerated  the  sale 
of  military  equipment.  Trilateral  discussions  between  Germany,  the  United  King- 
dom, and  the  United  States,  the  results  of  which  are  to  be  announced  today, 
have  included  consideration  of  the  problem  of  equitable  financing  of  required 
troop  levels. 

The  determination  of  a  nation's  "fair  share"  of  economic  and  miUtary  assist- 
ance is  not  a  simple  matter.  As  Secretary  Fowler  recently  stated,  this  issue  can 
no  longer  be  resolved  solely  by  relating  the  size  of  a  given  country's  contribution 
to  the  size  of  its  gross  national  product.  The  form  in  which  a  donor  provides 
aid,  the  terms  of  its  aid,  and  its  international  liquidity  position  must  be  taken  into 
account. 

With  U.S.  negotiators  approaching  these  critical  matters  in  this  spirit,  I  am 
confident  we  will  cut  the  foreign  exchange  costs  of  our  various  overseas  commit- 
ments from  present  levels  when  the  fighting  in  Vietnam  stops. 

V.  Summary 

What  I  have  been  suggesting  today  is  that  a  marginal  change  in  world  trading 
patterns,  spearheaded  by  a  well  organized,  long-range  U.S.  export  drive,  can 
increase  our  trade  surplus  by  $3  billion  to  $4  billion;  that  more  profitable  overseas 
direct  investment  and  a  continuation  of  our  present  strategy,  which  calls  for 
financing  more  of  that  investment  from  overseas  sources,  will  lead  to  a  $2  billion 
to  $3  billion  gain  in  our  direct  investment  accounts;  that  a  more  vigorous  effort 
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ill  the  travel  field  will  enable  us,  at  worst,  to  prevent  further  deterioration  in 
the  travel  deficit;  that  better  organized  efforts  to  sell  U.S.  securities  by  the  U.S. 
securities  industry  will  lead  to  a  secular  uptrend  in  foreign  portfolio  inflows 
compared  to  the  fiat  trend  of  recent  years;  and  that  governmental  discipline 
and  hard-headed  negotiations  on  burden-sharing  will  enable  us  to  reduce  official 
foreign-exchange  expenditures. 

Together,  these  changes — which  do  not  alter  the  character  of  the  U.S.  role  in 
the  international  world — could  bring  a  dramatic  overall  change  in  our  balance- 
of-payments  results. 

It  would  be  naive  to  expect  all  of  these  things  to  happen  quickly,  or  easily, 
or  all  of  them  to  fall  into  place  together  in  a  given  year. 

As  we  move  toward  equilibrium  by  reducing  our  deficits,  other  countries  with 
payments  imbalances  in  the  form  of  surpluses  must  also  move  into  equilibrium. 
The  program  that  I  have  outlined  above  for  the  United  States  calls  for  adjust- 
ment in  the  trade  surpluses  of  these  countries,  improvement  in  their  capital 
markets,  and  the  export  of  more  capital  from  them  on  more  generous  terms  to 
the  less-developed  world. 

Many  countries  have  been  seduced  by  the  belief  that  time  alone  would  yield 
a  solution  to  their  deficit.  Milton  Gilbert  of  the  Bank  for  International  Settlements 
has  put  it  as  follows: 

"In  case  after  case  in  the  postwar  period  we  have  seen  deficit  countries  pro- 
crastinate and  play  around  with  half  measures  while  the  situation  deteriorated, 
while  reserves  were  drawn  down,  and  while  liquid  resources  were  borrowed  from 
abroad — not  because  the  need  for  policy  action  was  not  clear  but  because  political 
difficulties  stood  in  the  way  of  firm  action.  And  then,  as  the  means  of  financing 
the  deficit  became  scarce  and  a  crisis  developed,  such  obstacles  were  brushed 
aside;  the  policy  actions  previously  claimed  to  be  impossible  and  unworkable 
suddenly  became  possible  and  did  work." 

In  the  last  resort,  other  deficit  nations  have  invariably  turned  to  a  variety 
of  restrictive  devices  to  solve  this  problem:  among  them,  controls  on  capital 
flows,  on  tourism,  on  trade;  deflationary  measures  that  have  slowed  demand 
for  imports,  increased  exports,  and  at  the  same  time  thrown  hundreds  of  thousands 
of  individuals  out  of  work.  Surely  these  are  not  appropriate  measures  for  the 
United  States.  Surely  the  United  States  has  the  time  to  solve  this  problem  through 
the  application  of  sound  long-range  measures. 

Today,  I  have  tried  to  list  the  kinds  of  positive,  expansionary  measures  that 
I  believe  will  solve  our  problem.  Taken  alone,  certain  of  the  measures  I  have 
described  will  have  a  trivial  impact.  But  the  cumulative  impact  of  all  these 
measures  could  be  great — resulting  in  better  business  for  the  American  business- 
man, greater  long-range  flexibility  for  the  U.S.  Government  in  international 
aff'airs;  and  a  larger — not  a  smaller — economic  pie  for  the  world. 


Exhibit    58. — Treasury    and    Federal    Reserve    foreign    exchange     operations, 
February-September  1966 

This  ninth  joint  interim  report  reflects  the  Treasury-Federal  Reserve  policy  of 
making  available  additional  information  on  foreign  exchange  operations  from  time 
to  time.  The  Federal  Reserve  Bank  of  New  York  acts  as  agent  for  both  the  Treasury 
and  the  Federal  Open  Market  Committee  of  the  Federal  Reserve  System  in  the  con- 
duct of  foreign  exchange  operations. 

This  report  was  prepared  by  Charles  A.  Coombs,  Vice  President  in  charge  of  the 
Foreign  Department  of  the  Federal  Reserve  Bank  of  New  York,  and  Special  Manager, 
System  Open  Market  Account.^ 

During  the  past  6  months,  the  international  financial  system  was  again  sub- 
jected to  considerable  buffeting,  particulary  during  the  first  3  weeks  of  July 
when  speculation  against  sterling  reached  major  proportions.  The  impact  of 
these  pressures  was  cushioned,  however,  by  use  of  the  Federal  Reserve  reciprocal 
currency  network  and  other  central  bank  credit  arrangements  which,  in  the  case 
of  sterling,  provided  the  time  needed  by  the  British  Government  to  plan  and  put 
into  effect  the  sweeping  corrective  program  announced  on  July  20.  By  late 
August  the  sterling  and  other  exchange  markets  had  settled  down  to  reasonably 


'  For  previous  reports  on  Treasury-Federal  Reserve  foreign  exchange  operations,  see  1962  annual  report, 
pp.  469-480;  1963  annual  report,  pp.  386-393;  1964  annual  report,  pp.  322-339;  1965  annual  report,  pp.  417- 
439;  and  1966  annual  report,  pp.  473-495. 
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well  balanced  and  orderly  trading  but  in  an  atmosphere  of  continuing  anxiety. 

Against  this  background  of  market  uncertainty,  the  Federal  Reserve  broad- 
ened earlier  discussions  of  increases  in  several  of  the  swap  lines  to  negotiation 
of  a  general  expansion  of  virtually  the  entire  network.  The  general  objective  of 
these  negotiations  was  to  increase  the  reciprocal  credit  facilities  available,  both 
to  the  Federal  Reserve  and  to  its  central  bank  partners,  to  levels  well  above 
the  size  of  any  routine  drawings  that  might  reasonably  be  expected  and  thus  to 
create  a  broad  margin  of  safety  against  any  unforeseeable  threats  to  international 
currency  stability.  As  a  result  of  these  negotiations,  the  Federal  Reserve  swap 
network  has  been  enlarged  from  $2.8  billion  to  $4.5  billion. 

Partly  due  to  the  backwash  of  the  speculative  pressures  on  sterling  and  partly 
reflecting  seasonal  payments  patterns,  the  Federal  Reserve  made  several  draw- 
ings on  the  reciprocal  currency  lines  during  July  and  August  in  order  to  absorb 
flows  of  dollars  to  certain  continental  European  central  banks.  A  total  of  $150 
million  equivalent  of  Swiss  francs  was  drawn  in  July  under  the  arrangements 
with  the  Swiss  National  Bank  and  the  Bank  for  International  Settlements  (BIS) ; 
drawings  also  were  made  under  the  arrangements  with  the  Netherlands  Bank  in 
the  amount  of  $65  million  equivalent,  with  the  National  Bank  of  Belgium  for 
$30  million  equivalent,  and  with  the  Bank  of  Italy  for  $225  million  equivalent. 
In  late  August  the  entire  drawing  on  the  Bank  of  Italy  was  repaid  from  a  U.S. 
drawing  of  lire  from  the  IMF,  and  a  repayment  of  $10  million  was  made  on  the 
drawing  from  the  National  Bank  of  Belgium.  As  of  August  31,  therefore,  the 
total  outstanding  drawings  by  the  Federal  Reserve  amounted  to  $235  million. 

During  the  course  of  the  late  spring  and  summer  months,  the  Bank  of  England 
drew  on  the  swap  line  with  the  Federal  Reserve,  and  $300  million  remained 
outstanding  as  of  August  31.  With  the  increase  in  the  Federal  Reserve-Bank  of 
England  facility  to  $1,350  million,  there  thus  remains  available  to  Britain  some- 
what more  than  $1  billion  of  unused  credit  facilities  under  the  arrangement. 
Moreover,  on  September  13  the  Bank  of  England  announced  the  negotiation  of 
new  facilities  with  other  central  banks.  Apart  from  the  new  facilities  the  Bank 
of  England  still  has  at  its  disposal  important  unused  facilities  arranged  pre- 
viously. Finally,  in  August  the  Bank  for  International  Settlements  drew  $75 
million  from  the  Federal  Reserve  under  the  reciprocal  credit  facility  that  provides 
for  drawings  against  European  currencies  other  than  Swiss  francs. 

In  April  and  May,  before  the  exchange  markets  became  disturbed  by  flows 
of  volatile  funds,  the  U.S.  Treasury  also  made  further  substantial  progress  in 
retiring  outstanding  obligations  in  the  foreign  currency  series.  In  the  summer 
of  1965  a  good  start  had  been  made  in  repaying  German  mark-denominated 
obligations  of  the  Treasury  as  the  German  balance  of  payments  moved  into 
deficit,  and  further  progress  continued  through  July  1  by  which  time  the  total 
mark  obligations  outstanding  had  been  reduced  from  a  peak  of  $679  million 
to  $350  million.  In  addition,  opportunities  appeared  to  acquire  Swiss  fraiics 
and  Austrian  schillings,  and  repayments  of  $46  million  of  Swiss  franc  securities 
and  $50  million  of  Austrian  schilling  securities  were  effected.  As  a  result,  such 
Treasury  foreign  currency  obligations  were  reduced  on  balance  by  $400.2  million 
equivalent  from  the  peak  of  $1,259.1  million  in  July  1965  to  $858.9  million  equiv- 
alent on  September  6,  1966.  Since  the  Treasury  regards  such  foreign  currency 
obligations  only  as  a  means  of  financing  temporary  balance-of-payments  deficits, 
it  naturally  takes  advantage  of  every  market  opportunity  to  retire  such  obliga- 
tions at  maturity  or,  in  certain  circumstances,  to  efifect  repayment  in  advance 
of  maturity. 

During  the  period  under  review,  the  Bank  of  Italy  continued  its  cooperative 
efforts  to  minimize  the  impact  on  world  financial  markets  of  Italy's  heavy  balance- 
of-pavments  surplus.  As  previously  noted,  the  Federal  Reserve  made  drawings 
of  $225  million  in  Italian  lire  on  the  swap  line  of  the  Bank  of  Italy  in  July  and 
early  August,  and  this  swap  drawing  was  liquidated  later  in  August.  The  lire 
needed  to  repay  the  Bank  of  Italy  were  acquired  by  a  U.S.  Treasury  drawing 
of  $250  million  equivalent  of  lire  from  the  International  Monetary  Fund  (IMF). 
In  order  to  insure  that  the  Fund's  supply  of  lire  would  be  adequate  to  finance 
such  a  U.S.  drawing,  the  IMF,  whose  lire  holdings  were  at  a  low  level,  arranged 
to  borrow  from  Italy  the  lire  needed  for  the  U.S.  drawing.  This  transaction 
was  of  material  benefit  to  the  United  States  and  Italy,  and  it  demonstrates  the 
flexible  manner  in  which  the  Fund  can  assist  reserve  currency  countries  as  well 
as  other  countries  in  financing  their  balance-of-payments  surpluses  and  deficits. 
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Sterling 

Sterling  enjoyed  a  6-month  period  of  recovery,  following  the  announcement 
of  new  international  support  for  the  pound  on  September  10,  1965.  As  dollars 
flowed  back  to  the  Bank  of  England  between  September  and  February  1966, 
the  Bank  repaid  in  its  entirety  $890  million  in  short-term  credit  received  from 
the  Federal  Reserve  and  the  U.S.  Treasury  and,  in  addition,  succeeded  in  liqui- 
dating a  substantial  part  of  its  forward  exchange  commitments.  In  late  February, 
however,  sterling  began  to  weaken  once  again,  and  by  July  the  pressures  had 
reached  crisis  proportions.  Indeed,  even  when  the  British  Government  reacted 
to  the  massive  attack  on  the  pound  by  announcing  on  July  20  a  profound  and 
far-reaching  austerity  program,  the  exchange  markets  were  so  demoralized  after 
2  years  of  almost  continuous  tension  that  there  was  no  immediate  recovery  in 
sterling.  To  be  sure,  the  intense  selling  wave  was  stemmed,  but  market  sentiment 
remained  extremely  cautious  and  after  a  brief  upward  surge  the  sterling  rate 
again  declined.  By  early  September,  however,  there  was  evidence  that  the  British 
Government's  determination  to  defend  sterling  would  receive  broad  public  sup- 
port and  that  the  program  was  already  beginning  to  show  results. 

At  the  end  of  February  the  sterling  rate  moved  below  par  for  the  first  time 
since  September  1965,  as  the  exchange  markets  became  more  cautious  in  view 
of  the  disappointing  January  trade  results  and  the  impending  British  general 
election  scheduled  for  late  March.  These  uncertainties  were  reflected  particularly 
in  a  reduced  volume  of  trading  in  sterling  and  an  increased  vulnerability  of  the 
spot  rate  to  any  downward  pressures.  When  the  stei'ling  rate  dropped  very  sharply 
on  March  9,  to  $2.7930,  the  Federal  Reserve  entered  the  market  with  heavy  bids 
for  sterling.  This  reminder  of  continued  U.S.  official  support  quickly  reassured 
the  market,  and  sterling  rebounded  to  about  $2.7960  on  the  following  day.  Over 
succeeding  weeks,  however,  the  pound  again  eased  as  the  uncertainties  generated 
by  the  approaching  election  were  reinforced  by  an  increasing  stringency  in  the 
Euro-dollar  market — a  development  that  was  to  intensify  in  coming  months  and 
exert  recurrent  pressure  on  sterling  as  funds  flowed  from  London. 

The  Labor  Party's  decisive  victory  at  the  polls  on  March  30  produced  little 
reaction  in  the  exchange  markets  since  this  result  had  long  been  anticipated. 
Indeed,  the  markets  remained  relatively  quiet  throughout  April,  awaiting  Chan- 
cellor Callaghan's  new  budget.  When  the  budget  was  announced,  however,  the 
market  interpreted  it  as  being  only  moderately  restrictive,  with  the  principal 
provisions  not  taking  effect  until  the  fall,  and  initially  there  was  some  selling  of 
sterling.  With  support  from  both  the  Bank  of  England  and  the  Federal  Reserve, 
the  market  soon  regained  its  equilibrium,  but  it  remained  vulnerable  to  any 
new  setbacks. 

In  this  atmosphere  the  outbreak  of  the  British  seamen's  strike  in  mid-May 
was  a  devastating  blow.  Sterling  quickly  declined  to  about  $2.7900  in  heavy 
trading,  and  as  the  strike  dragged  on,  the  market  became  increasingly  appre- 
hensive. The  announcement  of  a  large  reserve  decline  in  May  heightened  the 
general  tension,  and  the  first  of  a  series  of  intensive  and  prolonged  selling  waves 
began  on  June  3.  Relief  from  these  pressures  was  provided  temporarily  by  the 
announcement  in  mid-June  that  the  short-term  credits  from  European  central 
banks  which  had  formed  part  of  the  September  1965  arrangements  in  support 
of  the  pound  had  now  been  placed  on  a  continuing  basis,  this  time  including 
French  participation.  The  Federal  Reserve  and  U.S.  Treasury  participation  in 
the  September  1965  arrangements  continues  to  be  available  to  the  United  King- 
dom alongside  these  other  facilities. 

The  respite  for  sterling  provided  by  the  announcement  of  this  arrangement 
was  short-lived,  however,  as  increasing  stringency  in  the  Euro-dollar  market  left 
British  interest  rates  not  fully  competitive,  with  consequent  outflows  of  funds 
from  London  in  late  June.  While  spot  sterling  came  under  pressure,  forward 
sterling  quotations  narrowed  and  a  sizable  arbitrage  incentive  in  favor  of  the 
United  Kingdom  developed  in  relation  to  short-term  instruments  in  the  New 
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York  market.  Consequently,  the  Federal  Reserve  Bank  of  New  York,  with  the 
agreement  of  the  Bank  of  England,  undertook  market  swap  transactions  in  which, 
for  System  and  Treasury  accounts,  it  bought  a  total  of  $66.6  million  equivalent 
of  sterling  spot  and  sold  it  for  delivery  one  month  forward.  This  operation  re- 
duced the  arbitrage  incentive  to  shift  funds  from  New  York  and  at  the  same 
time  eased  exchange  market  pressures  and  bolstered  spot  sterling  quotations. 

As  the  maritime  strike  continued  and  the  situation  in  Rhodesia  remained 
unresolved,  market  sentiment  steadily  deteriorated.  Despite  a  9  percent  rise  in 
exports  in  the  5  months  prior  to  the  outbreak  of  the  strike,  the  United  Kingdom's 
trade  account  had  not  improved  significantly  over  the  corresponding  months  of 
1965  as  import  demand  had  remained  abnormally  high.  Moreover,  the  figures 
released  at  the  end  of  June  indicated  that  in  the  preceding  4  months,  British 
reserves  had  declined  by  $372  million,  even  after  recourse  to  central  bank  assist- 
ance. In  addition,  uneasiness  was  heightened  by  evidence  of  dispute  within  the 
Labor  Party  over  the  proposed  tightening  of  the  incomes  policy,  an  important 
element  in  the  long-term  resolution  of  Great  Britain's  payments  difficulties. 
The  resignation  from  the  Government  of  Mr.  Frank  Cousins,  a  veteran  trade 
union  leader,  proved  particularly  disturbing  to  market  confidence. 

Selling  pressures  on  sterling  intensified,  reaching  very  heavy  proportions  in 
mid-July.  In  the  face  of  these  sales,  the  Bank  of  England  continued  to  provide 
firm  support  for  the  pound  in  both  spot  and  forward  markets,  and  on  July  14 
raised  its  discount  rate  from  6  percent  to  7  percent  and  doubled  the  special 
deposits  required  of  the  London  and  Scottish  banks.  The  market,  however, 
shrugged  off  the  discount  rate  increase  as  merely  a  technical  adjustment  to  rising 
interest  rate  levels  abroad.  That  same  afternoon  Prime  Minister  Wilson,  in 
speaking  to  Parliament,  confirmed  that  Britain  was  faced  with  a  new  financial 
crisis  and  warned  that  additional  measures  would  be  taken  by  the  Government. 
As  tension  mounted,  sterling  was  heavily  sold  in  both  the  spot  and  forward 
markets,  but  determined  resistance  by  the  Bank  of  England  prevented  the 
market  situation  from  getting  out  of  hand. 

Against  this  background,  the  British  Government  on  July  20  introduced  a 
massive  austerity  program  that  called  for  a  wage  freeze,  restraint  on  prices  and 
dividends,  additional  taxes,  reduced  travel  allowances,  and  further  curbs  on 
public  expenditures  both  at  home  and  overseas.  The  new  program  clearly  strikes 
at  the  problem  of  excessive  domestic  demand  and,  given  adequate  time,  should 
prove  effective.  Reflecting  the  confidence  of  the  U.S.  Government  that  the  British 
program  could  accomplish  its  objectives,  the  Federal  Reserve  moved  into  the 
sterling  market  shortly  after  the  British  Government's  announcement  on  July  20 
in  order  to  stem,  and  if  possible  reverse,  the  di-ain  on  the  Bank  of  England's 
reserves.  By  July  22  the  sterling  rate  had  recovered  from  $2.7866  immediately 
before  announcement  of  the  new  program  to  a  level  above  $2.7900. 

In  the  final  week  of  July  and  the  begmning  of  August,  the  sterling  rate  held 
fairly  steady,  but  no  vigorous  recovery  developed  as  the  market  waited  to  see 
whether  the  British  Government  would  succeed  in  carrying  through  so  di'astic 
a  program.  Indeed,  sterling  remained  vulnerable  to  downward  pressures  thi'ough- 
out  the  month  of  August,  and  as  yields  on  dollar-denominated  investments  rose 
rapidly,  exerting  a  strong  pull  on  funds  from  London,  the  spot  sterling  rate  de- 
clined to  $2.7880  while  forward  sterling  discounts  narrowed  very  sharply  to  under 
1  percent.  Nevertheless,  there  is  already  evidence  that  the  British  Government's 
new  program  has  begun  to  take  hold  at  the  same  time  that  the  measures  introduced 
in  the  April  budget  are  also  taking  effect.  Even  before  the  full  effect  of  these 
corrective  measures  is  felt,  the  technical  position  of  sterling,  which  has  been  grossly 
oversold  in  recent  months,  should  bring  about  a  strong  recovery  of  the  sterling 
rate.  In  the  meanwhile,  with  the  reinforcement  of  the  Bank  of  England's  credit 
lines  that  has  now  taken  place  with  the  Federal  Reserve  and  other  central  banks, 
the  Bank  clearly  has  ample  resources  to  deal  with  any  temporary  speculative 
flurries  that  might  otherwise  impede  the  progress  of  recovery. 
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Federal  Reserve  reciprocal  currency  arrangements  and  commitments 
[In  millions  of  dollars  equivalent] 


Total  facility 

System 

commitmei 

Feb.  28, 

Sept.  15, 

Aug. 

31,  1966 

1966 

1966 

50 

100 

100 

150 

20 

250 

500 

750 

1,350 

100 

100 

250 

400 

450 

600 

250 

450 

100 

150 

65 

50 

100 

150 

200 

76 

1300 

»400 

75 

2,800 

4,500 

235 

Institution 


Austrian  National  Bank 

National  Bank  of  Belgium 

Bank  of  Canada. --- 

Bank  of  England 

Bank  of  France 

German  Federal  Bank 

Bank  of  Italy 

Bank  of  Japan 

Netherlands  Bank 

Bank  of  Sweden 

Swiss  National  Bank. ._ 

Bank  for  International  Settlements 

Total 

J  Half  Is  available  in  Swiss  francs  and  half  in  other  Europe:m  currencies. 

Swiss  franc 

The  Swiss  franc  declined  steadily  during  the  first  quarter  of  1966  as  a  result  of 
seasonal  influences  and  sizable  outflows  of  capital  induced  by  easy  monetary 
conditions  in  the  Swiss  market,  rising  Euro-dollar  rates,  and  attractive  yields  on 
offshore  U.S.  corporate  issues.  In  early  March,  when  the  Swiss  franc  fell  to 
$0.2304}^  the  Swiss  National  Bank  sold  dollars  to  moderate  the  rate  decline  and 
replenished  its  dollar  holdings  by  selling  Swiss  francs  to  the  Federal  Reserve  and 
U.S.  Treasury. 

From  February  through  early  April,  the  U.S.  authorities  bought  a  total  of 
$118  million  equivalent  of  Swiss  francs.  With  these  francs,  the  Federal  Reserve 
System  fully  repaid  its  $40  million  equivalent  German  mark-Swiss  franc  swap 
with  the  BIS,  while  the  U.S.  Treasury  liquidated  a  similar  swap  for  $15  million 
equivalent  (see  Federal  Reserve  Bulletin  for  March  1966).  The  System  temporarily 
added  $46  million  equivalent  to  its  Swiss  franc  balances,  simultaneously  selling 
these  Swiss  francs  forward  to  the  Treasury  for  delivery  on  May  16  and  July  20, 
on  which  dates  the  Treasury  repaid  at  maturity  two  Swiss  franc-denominated 
securities  issued  to  the  Swiss  National  Bank  as  fiscal  agent  for  the  Swiss  Con- 
federation. (These  repayments  reduced  the  amount  of  such  commitments  from 
$349.9  million  to  $303.7  million  equivalent.)  At  the  same  time  the  Treasury  added 
$17  million  equivalent  to  its  Swiss  franc  balances.  In  addition,  the  Treasury 
purchased  $18  million  in  gold  from  the  Swiss  authorities. 

During  April  monetary  conditions  in  Switzerland  tightened  and  the  Swiss 
franc  began  to  strengthen.  When  the  rate  reached  its  effective  ceiling  of  $0.2317}^ 
in  early  May,  the  Swiss  National  Bank  entered  the  market  as  a  buyer  of  dollars 
for  the  first  time  since  the  beginning  of  the  year.  The  franc  remained  at  the  ceiling 
in  subsequent  weeks  as  the  Swiss  banking  community  began  to  repatriate  funds 
to  meet  midyear  liquidity  needs  and  as  foreigners  who  had  previously  borrowed 
Swiss  francs  switched  to  less  costly  Euro-currencies,  purchasing  Swiss  francs  to 
pay  off  their  borrowings.  At  the  same  time  mounting  pressures  on  sterling  added 
further  to  the  demand  for  Swiss  francs.  Consequently,  during  May  and  June  the 
Swiss  National  Bank  took  in  $200  million  through  outright  purchases  and  an 
additional  $82  million  in  short-term  swaps  with  Swiss  commercial  banks  to  help 
provide  for  their  temporary  midyear  requirements. 

By  July,  uncertainties  generated  by  the  pressures  on  sterling  again  dominated 
the  foreign  exchange  markets,  and  the  usual  reflux  of  funds  from  Switzerland 
following  the  midyear  window-dressing  date  was  sharply  reduced.  As  some 
additional  funds  gravitated  to  the  country,  the  franc  remained  at  or  close  to  its 
ceiling.  Accordingly,  in  July  the  Federal  Reserve  reactivated  its  swap  facilities 
with  the  Swiss  National  Bank  and  with  the  BIS — drawing  $75  million  of  francs 
from  each  bank  to  absorb  uncovered  dollars  from  the  Swiss  National  Bank.  In 
addition,  the  Swiss  authorities  purchased  $20  million  of  gold  from  the  U.S. 
Treasury.  Thereafter,  however,  pressures  on  sterling  subsided  somewhat,  and 
with  yields  on  dollar  investments  moving  higher  during  late  July  and  August, 
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funds  once  more  began  to  flow  out  of  Switzerland,  and  the  franc  eased  to  levels 
well  below  its  ceiling. 

German  mark 

The  deficit  that  had  emerged  in  the  German  balance  of  payments  during  1965 
continued  at  a  reduced  rate  in  early  1966.  In  the  first  5  months  of  this  year  official 
German  reserves  declined  by  $310  million  (exclusive  of  a  payment  on  its  increased 
IMF  quota),  reflecting  short-term  outflows  of  funds  attracted  by  higher  Euro- 
dollar rates  and  rising  net  overseas  expenditures  for  services.  Consequently,  during 
this  period  the  mark  was  generally  on  offer  at  rates  somewhat  below  the  parity 
of  $0.2500. 

The  ready  availability  of  German  marks  enabled  U.S.  monetary  authorities 
to  continue  purchasing  marks — as  they  had  since  June  1965 — in  order  to  repay 
medium-term  mark-denominated  U.S.  Treasury  indebtedness  to  the  German 
Federal  Bank.  By  March  1,  1966,  some  $175  million  equivalent  of  such  bonds 
had  been  repaid  (see  Federal  Reserve  Bulletin  for  March  1966).  In  the  next  4 
months  a  total  of  $117  million  equivalent  of  marks  was  purchased  for  Treasury 
account,  mostly  in  the  New  York  market.  The  Treasury  used  these  marks,  to- 
gether with  balances  on  hand,  to  redeem  at  their  respective  maturities  on  April  1, 
June  1,  and  July  1  an  additional  $150  million  equivalent  of  mark-denominated 
bonds  held  by  the  German  Federal  Bank.  Thus  in  the  course  of  12  months  ended 
in  mid-1966,  the  Treasury  had  reduced  its  mark-denominated  bond  indebtedness 
by  $326  million  to  $350  million  equivalent. 

The  German  Federal  Bank  had  been  pursuing  a  generally  more  restrictive 
monetary  policy  throughout  1966,  and  on  May  26,  in  line  with  this  policy,  it 
announced  an  increase  in  its  discount  rate  to  5  percent  from  4  percent.  With  large 
tax  payments  also  falling  due  in  June,  the  German  money  market  tightened 
toward  midyear.  This  factor,  together  with  increasing  pressures  on  sterling,  the 
usual  midyear  window-dressing  operations,  and  the  beginning  of  a  recovery  in 
the  German  trade  position  following  a  sharp  deterioration  in  1965,  contributed 
to  renewed  demand  for  marks.  By  late  June  the  spot  mark  had  risen  to  parity. 
The  further  worsening  in  the  sterling  situation  and  the  continued  improvement 
in  Germany's  trade  account  imparted  additional  strength  to  the  mark  in  July, 
and  by  the  end  of  that  month  ofl^cial  German  reserves  were  $391  million  higher 
than  at  the  end  of  May.  More  balanced  conditions  emerged  in  the  exchanges  in 
August,  however,  and  mark  quotations  steadied  at  about  $0.2506. 

Italian  lira 

Italy  continued  to  register  a  substantial  balance-of-payments  surplus  during 
the  first  8  months  of  1966.  The  surplus  was  smaller  than  a  year  earlier,  however, 
partly  because  of  a  wider  trade  deficit  but  mainly  because  of  a  sizable  outflow 
of  long-term  capital  attracted  by  the  high  yields  available  in  the  international 
bond  market.  In  addition,  Italian  commercial  banks  once  again  began  supplying 
fairly  important  amounts  of  short-term  funds  to  the  Euro-dollar  market  in  the 
early  months  of  the  year.  These  short-term  outflows  offset  the  overall  surplus, 
and  Italian  official  reserves  changed  little  during  the  first  half  of  1966. 

At  the  beginning  of  1966  the  Federal  Reserve  had  outstanding  a  drawing  of 
$100  million  under  its  swap  arrangement  with  the  Bank  of  Italy.  In  February 
it  liquidated  this  drawing — using  $50  million  equivalent  of  lire  purchased  in  a 
special  transaction  with  a  foreign  central  bank,  and  $50  million  acquired  through 
a  sterling-lira  swap  with  the  BIS.  In  March  and  May  there  were  occasionally 
small  offerings  of  lire  in  the  New  York  market,  and  the  Federal  Reserve  pur- 
chased a  total  of  $10  million  equivalent.  These  lire  were  used  on  May  25  to  reduce 
the  third-currency  swap  with  the  BIS  from  $50  million  to  $40  million  equivalent. 

In  June  demand  for  lire  began  to  rise  as  Italy's  tourist  season  moved  into  full 
swing.  By  this  time,  moreover,  most  Italian  banks  had  aheady  eliminated  any 
net  liability  position  vis-a-vis  foreigners,  and  in  these  circumstances  the  Bank 
of  Italy  was  no  longer  prepared  to  shift  dollars  abroad  through  short-term  swaps 
with  those  commercial  banks  at  preferential  rates.  As  a  result,  the  Italian  pay- 
ments surplus  was  increasingly  reflected  in  the  growth  of  official  reserves,  which 
rose  rapidly  during  the  summer  months. 

Accordingly,  the  Federal  Reserve  drew  on  its  $450  million  swap  facility  with 
the  Bank  of  Italy  in  July  and  early  August,  absorbing  a  total  of  $225  million 
from  the  Italian  authorities.  These  drawings  under  the  swap  arrangement  were 
liquidated  through  a  U.S.  drawing  of  $250  million  equivalent  of  lire  from  the 
IMF  on  August  22.  The  lire  drawn  from  the  Fund  were  sold  by  the  U.S.  Treasury 
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to  tho  Federal  Reserve,  which  in  turn  used  $225  million  equivalent  to  repay 
in  full  its  swap  commitment  to  the  Bank  of  Italy.  The  remaining  $25  million 
equivalent,  plus  $1  million  of  existing  lira  balances,  was  used  to  reduce  to  $14 
million  the  sterling-lira  swap  with  the  BIS.  Technical  forward  commitments  in 
Italian  lire  undertaken  by  the  Federal  Reserve  and  the  Treasury  in  1965  remained 
unchanged  during  the  period  covered  by  this  report. 

Belgian  franc 

The  Belgian  franc  traded  below  its  ceiling  during  the  first  half  of  1966,  as 
the  sizable  current-account  surplus  of  the  previous  year  gave  way  to  a  small 
deficit.  In  the  late  spring,  however,  as  credit  policy  in  Belgium  tightened  and  the 
money  market  firmed,  the  spot  franc  rate  began  to  strengthen.  The  National 
Bank  of  Belgium  moved  to  reinforce  its  existing  measures  of  restraint  by  raising 
its  discovmt  rate  by  }^  i)ercentage  point  to  5%  percent  on  June  2.  Nevertheless, 
official  reserve  gains  remained  small  luitil  July,  when  funds  were  repatriated  as 
a  result  of  both  the  domestic  liquidity  squeeze  and  the  speculative  pressure  on 
sterling.  The  spot  franc  rate  moved  to  its  ceiling  in  late  July,  and  the  National 
Bank  began  purchasing  fairly  sizable  amounts  of  dollars. 

In  order  to  absorb  some  of  the  rapid  increase  in  Belgium's  holdings  of  dollars, 
the  Federal  Reserve  in  August  reactivated  the  $50  million  standby  portion  of 
its  $100  million  swap  facility  with  the  Belgian  National  Bank  and  purchased 
a  total  of  $.30  million  from  the  Belgian  authorities.  Later  in  August,  however, 
the  Belgian  money  market  eased  and  funds  once  again  began  flowing  abroad 
in  response  to  higher  dollar  investment  rates.  The  National  Bank  then  began  to 
supply  foreign  exchange  to  the  market  and  to  cover  these  losses  by  purchasing 
dollars  from  the  Federal  Reserve.  Thus,  by  the  end  of  the  month  the  System 
was  able  to  reduce  its  short  position  in  Belgian  francs  to  $20  million  equivalent. 

Dutch  guilder 

The  Dutch  guilder  was  generally  on  offer  during  the  first  4  months  of  the 
year,  as  both  seasonal  weakness  and  some  special  factors  contributed  to  a  widening 
in  the  Netherlands  trade  deficit.  Occasionally,  tight  money  market  conditions 
in  Amsterdam  induced  inflows  of  short-term  funds  which  temporarily  offset  the 
downward  pressure  on  the  guilder  rate,  but  on  balance  quotations  eased  noticeably. 
As  early  as  January  the  guilder  was  quoted  below  par,  and  by  late  April  it  had 
reached  the  lowest  level  since  the  revaluation  of  March  1961. 

J'Jfective  May  2  the  Netherlands  Bank  raised  its  discount  rate  to  5  percent 
from  AYz  percent  in  order  to  curb  the  growth  of  domestic  bank  credit  and  stem 
the  deterioration  of  the  Dutch  balanci;  of  payments.  The  guilder  immediately 
rallied  and  then  continued  to  rise,  reaching  par  by  early  June. 

After  midyear,  increasingly  tight  money  market  conditions  in  Amsterdam 
and  growing  tensions  in  the  sterling  market  led  to  a  sizable  inflow  of  funds. 
As  a  result,  Dutch  reserves  increased  by  $94  million  in  July  and  rose  further 
in  early  August,  and  the  Federal  Reserve  reactivated  its  $100  million  swap 
facility  with  the  Netherlands  Bank — drawing  a  total  of  $65  milhon  of  guilders 
and  using  them,  together  with  $2.5  million  of  guilder  balances,  to  absorb  an 
ecjuivalent  amount  of  dollars.  By  mid-August,  however,  the  Dutch  money  market 
had  eased  and,  as  increasingly  attractive  interest  rates  on  dollar  investments 
were  exerting  a  pull  on  Dutch  funds,  there  was  no  further  need  for  System  opera- 
tions in  guilders. 

Austrian  schilling 

Austria's  international  reserves  decreased  in  late  1965  and  early  1966,  as  a 
consec|ucnc(!  of  a  weakening  in  tlie  Austrian  balance  of  payments.  In  order  to 
meet  this  development,  the;  Austrian  National  Bank  in  April  sold  to  the  U.S. 
Treasury  $25  million  of  Austrian  schillings,  and  the  Treasury  used  these  schillings 
to  repay  at  maturity  an  Austrian  schilling-denominated  Treasury  bond.  Austria's 
overall  payments  position  then  improved,  and  through  the  early  summer  months 
the  Austrian  National  Bank  was  able  to  add  somewhat  to  its  reserves.  In  la,te 
August,  however,  there  was  again  an  outflow  of  funds  from  Austria,  and  official 
reserves  declined.  Once  again,  this  provided  an  opportunity  for  the  Treasury  to 
acquire  Austrian  schillings,  and  on  September  6  the  Treasury  paid  ofT  another 
$2.5  million  equivalent  Austrian  schilling-denominated  bond,  thereby  reducing 
its  total  schilling-denominated  indebtedness  to  $50  milhon  equivalent. 
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Canadian  dollar 

Movements  in  the  Canadian  dollar  rate  during  the  early  months  of  the  year 
were  significantly  influenced  by  fluctuations  in  the  volume  of  new  Canadian 
securities  offered  in  New  York.  At  the  same  time,  seasonal  weakness  in  the  trade 
account  and  Canadian  Government  purchases  of  about  $110  million  of  U.S. 
holdings  of  Canadian  Government  debt  resulted  in  a  dechne  of  $323  miUion 
in  Canada's  official  gold  and  dollar  reserves  during  the  first  half  of  the  year 
(after  payment  of  $47  miUion  to  the  IMF  in  connection  with  its  quota  increase). 

About  mid-June,  however,  the  return  of  seasonal  strength  in  Canada's  external 
accounts,  announcements  of  some  fairly  sizable  new  securities  sales  in  New  York, 
and  conversions  of  sterling  by  Canadian  exporters  as  the  pound  came  under 
increased  pressure  led  to  a  firming  of  the  Canadian  dollar  rate.  Moreover,  the 
announcement  on  June  20  of  a  new  Canadian-Russian  wheat  agreement,  pro- 
viding for  shipments  to  Russia  of  $740  million  of  wheat  over  3  years,  helped  to 
sustain  market  demand.  Official  reserves  nevertheless  declined  once  again  because 
of  additional  official  purchases  on  July  2  of  $31  miUion  of  U.S. -held  Canadian 
Treasury  securities. 

Canadian  dollars  also  were  actively  sought  in  the  forward  market  during  much 
of  the  period  as  a  result  of  covered  conversions  by  Canadian  banks  of  domestic 
time  deposits  into  U.S.-dollar  investments.  In  early  summer  this  demand  was 
reinforced  by  intermittent  buying  by  grain  interests  and  by  exporters  hedging 
future  sterUng  receipts.  The  latter  activity  subsided  in  August,  however,  when 
an  easier  tone  also  reappeared  in  the  spot  market,  with  quotations  fluctuating 
narrowly  just  below  $0.9300.  There  were  no  Federal  Reserve  or  Treasury  opera- 
tions in  Canadian  dollars  during  the  period  except  for  those  relating  to  I MF 
transactions  described  below. 

Other  currencies 

There  have  been  no  official  U.S.  transactions  in  French  francs,  Japanese  yen, 
or  Swedish  kronor  this  year. 

International  Monetary  Fund 

During  the  period  under  review  the  United  States  made  two  types  of  drawings 
on  the  IMF.  The  first,  designated  "technical,"  extended  the  practice  initiated 
in  February  1964  of  obtaining  currencies  from  the  IMF  for  sale  to  other  countries 
making  repayments  to  the  Fund  (see  Federal  Reserve  Bulletin  for  September  1965, 
pages  1235-1236,  for  detailed  explanation  of  this  type  of  operation).  The  U.S. 
Treasury  arranged  between  March  and  August  for  drawings  totaling  $300  million 
equivalent  of  Canadian  dollars.  Whereas  earlier  the  facilities  were  drawn  on  in 
their  entirety  at  their  inception,  under  current  arrangements  drawings  are  made 
periodically,  as  needed. 

The  second  type  of  drawing  was  of  the  more  conventional  type  in  which  member 
countries  obtain  currencies  for  use  directly  in  the  financing  of  their  international 
payments  deficits.  The  United  States  first  had  recourse  to  the  Fund  in  this  manner 
in  July  1965  when  it  made  a  multicurrency  drawing  equivalent  to  $300  million 
and  used  most  of  the  drawing  to  fund  earlier  short-term  credits.  On  August  22, 
1966,  the  Treasm-y  again  went  to  the  Fund  for  this  purpose,  drawing  $250  million 
equivalent  of  Italian  lire  and  subsequently  selling  the  lire  to  the  Federal  Reserve 
for  liquidation  of  its  $225  million  equivalent  swap  commitment  to  the  Bank  of 
Italy  and  a  partial  repayment  of  a  sterlmg-lira  swap  with  the  BIS.  The  Fund, 
whose  lira  balances  were  at  a  low  level,  borrowed  the  required  lire  from  the 
Italian  government  under  an  agreement  lying  outside  the  $6  billion  General 
AiTangements  to  Borrow  (GAB).  This  was  the  first  occasion  on  which  the  IMF 
had  employed  its  authority  under  the  articles  of  agreement  to  borrow  needed 
currency  from  a  member  country  other  than  ujidcr  the  GAB,  and  it  marked 
another  significant  step  m  the  evolution  of  the  Fund's  credit  machinery. 

U.S.  drawings  from  the  Fund  between  February  1964  and  August  1966  totaled 
$1,532  million.  At  the  same  time,  other  countries  have  di'awn  dollars  from  the 
Fund,  thereby  reducing  the  Fund's  holdings  of  dollars  in  excess  of  75  percent  of 
the  U.S.  quota  and  thus  reducing  this  country's  repayment  obligation  to  the  Fund. 
Consequently,  at  the  end  of  August  1966  net  U.S.  indebtedness  to  the  Fund  was 
only  $893  million. 

The  vital  role  that  the  IMF  plays  in  the  international  financial  mechanism 
was  greatly  reinforced  last  February  when  a  general  Fund  quota  increase  of  25 
percent  or  more,  adopted  in  1964  by  the  Governors  of  the  Fund,  became  effective 
for  58  members  who  had  accepted  the  proposal  and  whose  combined  quotas  as 
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of  February  23,  1965,  constituted  the  requisite  two-thirds  majority  for  approval. 
By  August  31  an  additional  32  members  had  submitted  their  ratification,  and 
Fund  resources  had  been  increased  from  $16  billion  to  $20.6  billion,  or  close  to 
the  ultimate  $21  billion  target  for  the  Fund's  entire  104  nation  membership.  The 
quota  increases  must  be  paid  to  the  Fund  parti}-  in  a  member's  own  currency  and 
partly  in  gold.  Such  gold  payments,  however,  have  entailed  gold  losses  for  the  two 
key  ciUTency  countries,  the  United  States  and  the  United  Kingdom,  as  other 
members  have  converted  dollars  and  sterling  into  gold  for  payment  of  their 
gold  subscription.  In  order  to  compensate  for  these  losses,  the  quota  increase 
arrangement  provides  that  the  Fund  will  deposit  a  total  of  up  to  $350  million  of 
gold  with  the  Federal  Reserve  Bank  of  New  York  and  the  Bank  of  England. 
Insofar  as  the  United  States  is  concerned,  these  compensating  operations  began  in 
September  1965,  and  as  of  August  31,  1966,  the  Federal  Reserve  Bank  of  New 
York  held  for  U.S.  Treasury  account  $202.7  million  of  gold  so  deposited  by  the 
IMF.  The  gold  is  reflected  in  the  Federal  Reserve's  statement  of  condition  under 
"other  assets"  and  the  deposit  liability  under  "other  deposits." 

Gold  market  developments 

The  price  of  gold  in  the  London  market  has  ranged  between  $35.11  and  $35.1940 
during  the  first  8  months  of  this  year,  with  upward  pressures  on  the  price  pre- 
dominating during  much  of  the  period.  The  underlying  supply/demand  relation- 
ship in  the  market  has  been  quite  different  this  year,  however,  from  the  same 
period  a  year  ago  when  similar  price  pressures  prevailed.  Private  demand  for 
gold  this  year  has  remained  well  below  last  year's  levels,  no  doubt  reflecting  in 
part  the  much  more  attractive  interest  yields  this  year  as  a  result  of  tightening 
credit  conditions  in  many  countries.  On  the  other  hand,  the  supply  of  gold  coming 
on  the  market  has  also  been  considerably  reduced  from  last  year,  primarily 
because  of  the  shift  in  South  Africa's  balance-of-payments  position.  Whereas 
during  the  first  7  months  of  1965  South  African  gold  reserves  decHned  by  $213 
million,  adding  roughly  that  much  to  the  suppUes  available  from  new  production 
for  sale  in  London,  diu'ing  the  same  period  this  year  South  African  gold  reserves 
increased  by  $250  million,  with  consequent  reduction  of  the  amount  of  new 
production  available  for  sale.  As  a  result  of  this  swing  in  South  Africa's  payments 
position  and  reserves,  therefore,  there  has  been  a  temporary  decline  of  about 
$500  million  in  gold  coming  on  the  London  market  from  this  source.  Moreover, 
there  were  no  Russian  sales  of  gold  during  the  first  8  months  of  this  year.  Over 
coming  months  there  is  a  reasonable  likelihood  that  the  flow  of  gold  to  the  London 
market  will  return  to  more  normal  levels. 

U.S.  Treasury  securities  denoviinated  in  foreign  currencies,  1966 
[In  millions  of  dollai's  equivalent] 


Issued  to- 

Out- 
standing  - 
January  1 

Issues, 

First 
q  uarter 

or  redemptions  (— ) 

Second          July- 
quarter       August 

Out- 
standing 
August  31 

100.7 

-25.2 

'""-ioo.'e 

"""-23."2 

1  75.5 

National  Bank  of  Belgium 

German  Federal  Bank..    

30.2 
602.1 

""-ioo.'e 

""-m.z 

""-23.6 

30.2 
349.5 

Bank  of  Italy    

124.8 

124.8 

Swiss  National  Bank 

257.3 

211.1 

Bank  for  International  Settlements  ^ . 

92.6 

92.6 

Total 

1,207.8 

-100.6 

-148.9 

-73.3 

883.8 

1  $25.2  million  equivalent  redeemed  on  September  6. 
'  Denominated  in  Swiss  francs. 

Note.— Discrepancies  in  amounts  are  due  to  valuation  adjustments  and  rounding. 
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U.S.  net  monetary  gold  transactions  with  foreign  countries  and  international  insti- 
tutions '  January-June  1966 

[In  millions  of  dollars  at  $35  per  fine  troy  ounce;  U.S.  net  sales  (— ),  net  purchases  (+)] 

Country                                                                  First  Second 

quarter  quarter 

Canada - +100.0  +50.0 

Colombia +7.0    

France —102.8  —220.7 

Lebanon —10.8    

Switzerland +7.0  +11.0 

United  Kingdom- -19.0  —7.2 

All  other -15.6  -.4 


Net  sales -34.0  -167.3 

•  Not  reflected  in  this  table  are  U.S.  monetary  gold  transactions  with  foreign  countries  mitigated  through 
special  deposits  by  the  IMF. 


Exhibit    59. — Treasury    and    Federal    Reserve    foreign    exchange    operations, 
September  1966-March  1967 

This  tenth  joint  interim  report  reflects  the  Treasury-Federal  Reserve  policy  of 
inaking  available  additional  information  on  foreign  exchange  operations  from  time 
to  time.^ 

This  report  was  prepared  by  Charles  A.  Coombs,  Vice  President  in  charge  of  the 
Foreign  Department  of  the  Federal  Reserve  Bank  of  New  York,  and  Special  Manager, 
System  Open  Market  Account. 

During  the  period  September  1966  through  early  March  1967,  all  outstanding 
drawings  on  the  Federal  Reserve  swap  network — both  by  foreign  central  banks 
and  by  the  Federal  Reserve — were  repaid  and  the  $4.5  billion  of  credit  lines 
available  under  the  network  have  thus  been  restored  to  a  fully  available  standby 
basis  (see  table  I).  Federal  Reserve  drawings  of  $235  million  outstanding  as  of 
the  end  of  August  1966  were  fully  liquidated,  while  subsequent  Federal  Reserve 
drawings  of  $100  million  on  the  Bank  of  Italy  and  $140  million  on  the  German 
Federal  Bank  were  also  repaid  by  early  1967. 

By  early  March  1967,  the  Bank  of  England  had  completely  liquidated  its 
swap  drawings  on  the  Federal  Reserve,  which  had  reached  a  peak  of  $450  million 
last  July,  while  also  fully  repaying  further  special  credits  in  sizable  amount 
received  during  the  height  of  the  sterling  crisis  from  both  the  Federal  Reserve 
and  the  U.S.  Treasury.  Drawings  on  the  Federal  Reserve  of  $233  million  by  the 
Bank  for  International  Settlements  (BIS)  and  a  small  amount  by  another 
central  bank  during  the  period  have  also  been  paid  off. 

Since  the  inception  of  the  Federal  Reserve  swap  network  nearly  5  years  ago, 
total  drawings  on  the  network  have  amounted  to  $7.7  billion,  of  which  91.3  per- 
cent was  repaid  within  6  months  and  98.5  percent  within  9  months,  while  no 
drawing  has  been  outstanding  for  so  long  as  a  year.  Nor  has  there  been  any 
instance  of  unduly  protracted  use  of  other  comparable  central  bank  credit  arrange- 
ments. The  assurance  of  such  integrity  in  the  use  of  central  bank  credit  facilities 
has  been  the  foundation  on  which  the  Federal  Reserve  swap  network  and  related 
credit  arrangements  have  been  built  up  into  a  solid  defense  line  against  international 
currency  speculation. 


'  See  also  exhibit  58. 
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Another  significant  development  during  the  period  under  review  was  the  joint 
endeavor  of  the  Federal  Reserve  and  several  other  central  banks,  together  with 
the  BIS,  to  minimize  a  potentially  severe  strain  on  the  Euro-dollar  marlcet  toward 
the  close  of  1966.  The  Euro-dollar  marliet,  which  has  become  a  multibillion- 
dollar  operation,  functions  as  a  truly  international  money  market  and  conse- 
quently cannot  rely,  as  can  a  national  money  market,  on  the  support  of  any  single 
central  bank  to  relieve  temporary  stringencies  or  knots  in  the  market. 

There  is  a  great  deal  that  the  central  banks  whose  nationals  use  the  Euro- 
dollar market  can  do  in  an  ad  hoc,  informal  way,  however,  to  alleviate  undesirable 
strains  on  the  market.  Such  a  seasonal  stringency  in  the  Euro-dollar  market  ap- 
peared on  November  29,  1966,  when  yearend  window-dressing  activities  abruptly 
pushed  the  1-month  Euro-dollar  rate  from  6%  percent  to  7%  percent,  while  rates 
for  other  maturities  reacted  sympathetically.  On  the  very  same  day,  concerted 
action  to  deal  with  the  situation  was  taken  by  several  central  banks  and  the  BIS. 

First,  the  Swiss  National  Bank  announced  that,  as  in  previous  years,  it  would 
be  prepared  to  enter  into  swaps  over  the  yearend  with  Swiss  commercial  banks. 
Under  these  swap  contracts,  the  Swiss  National  Bank  bought  spot  dollars  against 
a  forward  resale  contract.  The  dollars  so  acquired  were  immediately  channeled 
back  into  the  Euro-dollar  market,  either  directly  or  via  the  BIS,  thus  preventing 
an  abrupt  contraction  in  the  supply  of  Euro-dollars.  The  volume  of  such  opera- 
tions by  the  Swiss  National  Bank  reached  the  record  total  of  nearly  $400  million 
during  December.  In  addition,  the  Swiss  National  Bank  placed  in  the  Euro-  dollar 
market  $75  million,  which  it  had  purchased  outright  in  November. 

Second,  the  BIS,  with  the  agreement  of  the  Federal  Resei*ve,  began  drawing 
upon  a  $200  miUion  swap  line  with  the  System  for  the  express  purpose  of  chan- 
neling these  dollars  into  the  Euro-dollar  market  to  counter  yearend  strains. 
During  December  the  BIS  employed  in  such  operations  the  full  $200  million  fa- 
cility while  also  shifting  $75  million  of  its  own  investment  funds  into  the  Euro- 
dollar market.  These  operations  by  the  BIS  supplemented  its  normal  participa- 
tion in  the  Euro-dollar  market. 

Third,  the  New  York  Reserve  Bank,  acting  for  both  Federal  Reserve  and 
Treasury  accounts,  immediately  moved  into  the  sterling  market,  where  spot  rates 
were  beginning  to  sag  as  a  result  of  the  competitive  pull  on  British  funds  by  the 
Euro-dollar  market,  and  executed  a  total  of  $88  million  of  1-month  swap  contracts, 
thereby  helping  to  insulate  sterling  from  the  yearend  strain. 

During  the  closing  weeks  of  the  year,  the  Netherlands  Bank  also  rechanneled 
some  fimds  into  the  Euro-dollar  market,  while  the  German  Federal  Bank  and  the 
Bank  of  Italy  took  action  to  reduce  the  puUback  of  Euro-dollar  placements  by 
their  banks.  As  a  result  of  these  coordinated  actions,  the  1-month  Euro-dollar 
rate  fell  back  to  6^  percent  by  December  12,  1966,  and  rates  tended  to  soften 
further  during  the  remainder  of  the  month  as  the  Euro-dollar  market  remained 
adequately  supplied  with  funds.  By  thus  averting  an  abrupt  rise  in  Euro-dollar 
rates  toward  the  end  of  the  year,  such  central  bank  operations  may  also  have 
facilitated  to  some  extent  the  general  easing  of  credit  internationally  during 
recent  months. 

Sterling 

During  the  past  6  months,  sterling  has  staged  a  strong  recovery  from  the 
severe  crisis  of  last  summer.  This  has  reflected  a  gradual  strengthening  of  con- 
fidence in  the  pound,  with  consequent  short  covering.  The  easing  of  credit  con- 
ditions internationally  has  also  contributed  to  a  reversal  of  earlier  drains  of 
short-term  funds  out  of  sterling  to  other  markets.  More  fundamental  has  been 
the  remarkable  achievement  of  the  British  Government  in  securing  public  accept- 
ance of  perhaps  the  most  drastic  stabilization  program  ever  to  be  put  forward 
by  a  democratic  government  in  peace  time. 

The  wage-price  freeze  and  other  measures  announced  by  Prime  Minister 
Wilson  on  July  20  were  so  severe,  in  fact,  that  the  market  initially  was  skeptical 
of  their  political  feasibility,  and  selling  pressure  on  the  pound  continued  unabated. 
In  order  to  demonstrate  U.S.  Government  support  of  the  British  Government's 
defense  of  sterling,  the  New  York  Reserve  Bank,  acting  for  both  Federal  Reserve 
and  Treasury  accounts,  moved  into  the  market  immediately  following  Prime 
Minister  Wilson's  announcement  with  massive  bids  for  sterUng  to  all  major  New 
York  dealers  and,  despite  continuing  selling  pressure,  drove  the  rate  up  sharply 
to  more  than  $2.79.  These  operations  were  sustained  for  3  days  in  sizable  volume 
and  seemed  to  exert  a  useful  stabilizing  influence  in  a  badly  demoralized  market. 
But  as  confidence  remained  at  a  low  ebb  and  the  competitive  pull  of  other  markets 
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for  short-term  funds  became  even  stronger,  no  significant  amount  of  short  cover- 
ing developed,  and  sterUng  was  subject  to  pressure  through  most  of  August. 

More  generally,  the  world  economy  was  confronted  in  the  late  summer  of 
1966  with  seriously  strained  credit  conditions  in  many  national  money  markets. 
These  tensions  in  domestic  markets  were  naturally  aggravated  by  widespread 
anxiety  as  to  whether  the  British  Government's  battle  to  defend  sterling  would 
succeed.  Against  this  background  of  dangerous  unsettlement  in  the  financial 
markets,  the  Federal  Reserve  announced  on  September  13  a  generalized  increase 
in  its  swap  facihties  from  $2.8  biUion  to  $4.5  billion,  including  a  $600  million 
rise  to  $1,350  million  in  the  line  with  the  Bank  of  England.  The  Bank  of  England 
simultaneously  announced  that  it  had  arranged  additional  facilities  with  other 
central  banks.  Initial  wire-service  reports  of  these  large  increases  in  international 
credit  facilities  were  necessarily  cryptic,  and  the  market — unclear  about  their 
implications — responded  with  some  nervous  selling.  In  order  to  maintain  orderly 
conditions  and  prevent  any  slippage  in  quotations,  the  Federal  Reserve  Bank  of 
New  York  again  entered  the  sterling  market,  making  moderate  purchases  for 
both  Federal  Reserve  and  Treasury  account,  with  the  rate  at  about  $2.7877 
As  it  became  clear  to  the  market  that  the  increased  central  bank  credit  facilities 
did  not  reflect  an  exhaustion  of  existing  credit  lines  but  were  rather  designed  to 
provide  a  broad  margin  of  safety  against  unforeseeable  contingencies,  sentiment 
in  the  sterling  market  began  to  improve. 

Moreover,  during  the  course  of  September,  the  British  trade  unions  endorsed 
the  Prime  Minister's  call  for  wage  restraint,  and  there  was  increasing  evidence 
that  the  July  20  measures  were  beginning  to  take  hold.  By  the  end  of  the  month 
the  spot  rate  was  up  to  $2.7910  and  sterling  was  in  good  demand  as  the  oversold 
position  of  the  market  began  to  be  reflected  in  a  covering  of  short  positions. 
For  the  first  time  in  4  months,  the  Bank  of  England  was  able  to  forego  net  re- 
course to  central  bank  assistance. 

In  succeeding  weeks  sterling  continued  to  improve  as  fm-ther  covering  of  short 
positions  was  encouraged  by  better  trade  figures  as  well  as  by  the  November  10 
announcement  that  Britain  would  initiate  top-level  discussions  aimed  at  member- 
ship in  the  Common  Market.  Also,  during  this  period  interest  rates  on  dollar  in- 
vestments receded  from  their  August-September  highs,  and  the  drain  on  sterling 
from  this  source  came  to  an  end.  In  October  and  November,  the  Bank  of  England 
added  $120  million  to  United  Kingdom  reserves,  while  making  a  start  on  repaying 
central  bank  assistance. 

This  pattern  of  gradual  recovery  was  interrupted  briefly  at  the  end  of  November 
and  in  early  December,  both  because  of  the  mounting  tensions  surrounding 
Britain's  impasse  with  Rhodesia  and  because  of  the  usual  yearend  window-dressing 
preparations  of  commercial  banks  in  several  continental  centers.  Such  yearend 
window  dressing  led  to  large  flows  of  funds  across  the  exchanges,  most  notably 
outflows  from  London  on  a  short-term  covered  basis — either  directly  to  countries 
repatriating  funds  or  to  an  increasingly  stringent  Euro-dollar  market. 

These  covered  outflows  from  London  in  turn  brought  about  an  appreciable 
narrowing  in  the  discount  for  1-month  sterling,  and,  with  U.S.  money  rates  con- 
tinuing to  decline,  incentives  developed  to  move  private  funds  from  the  United 
States  into  United  Kingdom  money  market  instruments.  Such  flows,  while  desir- 
able from  the  point  of  view  of  sterling,  would  have  had  adverse  consequences  for 
the  U.S.  balance  of  payments.  In  order  to  avoid  such  a  development,  while  at  the 
same  time  bolstering  sagging  spot  quotations  for  sterling,  the  Federal  Reserve 
Bank  of  New  York,  in  consultation  with  the  Bank  of  England,  engaged  in  market 
swaps  for  the  Federal  Reserve  and  the  Treasury,  purchasing  $88  million  of  spot 
sterling  against  sales  for  delivery  in  January  1967.  These  operations  complemented 
the  coordinated  action  being  taken  by  several  other  central  banks  and  the  BIS  to 
relieve  potentially  disruptive  yearend  pressures  in  the  Euro-dollar  market. 

Dm-ing  December,  therefore,  sterling  was  well  insulated  by  concerted  central 
bank  action  designed  to  cushion  yearend  short-term  capital  flows,  and  occasional 
intervention  by  the  Bank  of  England  in  defense  of  the  pound  was  only  moderate. 
The  announcement  that  Britain's  seasonally  adjusted  trade  balance  had  moved 
into  surplus  in  November  for  the  first  time  in  the  postwar  period  helped  generate 
new  demand  for  sterling,  and  as  the  year  drew  to  a  close,  there  was  additional 
buying  of  sterling  when  some  British  corporations  repatriated  profits  for  the  year- 
end.  On  balance,  the  Bank  of  England  had  a  small  reserve  gain  from  exchange 
operations  in  December,  even  after  further  repayments  of  short-term  central 
bank  credits. 
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After  the  turn  of  the  year  ,  the  progressive  rcilaxation  of  monetary  restraint  in 
the  United  States,  Germany,  and  other  countries,  comljincd  with  reflows  of  funds 
from  the  continent,  resulted  in  a  sharp  decline  in  Euro-dollar  rates.  Yields  on 
British  local-authority  deposits  also  declined,  but  more  slowly,  so  that  for  the 
first  time  in  a  year  a  significant  incentive  developed  to  shift  funds  from  Euro-dollars 
to  local-authority  sterling  deposits.  The  Bank  of  England  on  January  26  reduced 
its  discount  rate  from  the  crisis  level  of  7  percent  to  6^  percent.  Central  banks 
in  several  other  financial  centers  also  cut  their  discount  rates,  but  the  general 
lowering  of  interest  rates  left  those  in  Britain  still  relatively  attractive  and  short- 
term  investment  funds  continued  to  be  drawn  to  London. 

In  addition,  demand  for  sterling  reflected  the  underlying  improvement  in  the 
United  Kingdom  payments  position  and  the  beginning  of  the  period  of  seasonal 
strength,  including  in  particular  substantial  buying  for  oil  royalty  payments. 
Moreover,  as  confidence  recovered  still  further,  foreigners  continued  rebuilding 
their  sterling  balances.  As  dollars  fiowed  back  to  tlie  Bank  of  England,  the  bank 
continued  its  practice  of  devoting  the  bulk  of  such  receipts  to  repayment  of 
ccuitral  bank  debt  while  adding  only  modest  amounts  to  its  reserves. 

As  sterling  moved  through  crisis  to  convalescence,  the  Bank  of  England  made 
extensive  use  of  the  network  of  central  bank  credit  facilities  of  various  types  that 
have  been  constructed  during  the  past  5  years.  In  the  case  of  the  Federal  Reserve 
swap  line,  Bank  of  England  drawings  rose  to  a  peak  of  $450  million  at  the  end  of 
July  1966,  declined  to  $400  million  by  the  end  of  September,  to  $350  million  at 
the  yearend,  and  were  paid  off  completely  by  early  March  1967.  In  addition  to 
drawings  on  the  Federal  Reserve  swap  line,  the  Bank  of  England  made  use  of 
sizable  special  credits  provided  by  the  U.S.  Treasury  and,  to  a  lesser  extent 
(that  is,  a  maximum  of  $50  million),  by  the  Federal  Reserve.  After  rising  to  a 
peak  during  the  midsummer  months,  such  special  credits  declined  to  $175  million 
at  the  end  of  September,  to  $160  million  at  the  yearend,  and  were  fully  liquidated 
during  January  1967.  During  the  height  of  the  crisis,  the  Bank  of  England  also 
secured  credit  assistance  from  other  central  banks  with  repayments  being  sub- 
sequently effected. 

German  mark 

The  German  balance  of  payments  swung  into  sizable  surplus  in  the  second 
half  of  1966.  Official  gold  and  convertible  currency  reserves  rose  by  $578  million 
in  the  6-month  period,  resulting  in  a  net  reserve  gain  of  $419  million  for  the  year 
as  against  a  loss  of  $617  million  in  1965.  The  swing  was  largely  related  to  cyclical 
factors.  The  German  economy,  which  had  been  overheated  tlirough  most  of  1965 
and  early  1966,  cooled  off  considerably  in  the  second  half  of  last  year.  With  domes- 
tic pressures  easing,  the  growth  of  German  imports  slowed  and  exports  began  to 
rise  sharply.  The  resultant  improvement  on  trade  account  was  the  major  force 
behind  the  re-emergence  of  a  payments  surplus,  as  other  current-account  items 
continued  in  deficit  and  the  capital  accounts  were  about  in  balance. 

Starting  late  last  year,  monetary  measures  were  taken  to  bring  about  renewed 
expansion  in  the  German  economy.  After  reducing  reserve  requirements  in 
December,  the  German  Federal  Bank  in  January  and  February  cut  its  discount 
rate  in  two  steps  from  5  percent  to  4  percent  per  annum  and  further  lowered 
commercial  bank  reserve  requirements. 

The  balance-of-payments  surplus  was  reflected  during  the  period  under  review 
not  only  in  rising  official  reserves  but  also  in  a  strengthening  of  the  German 
mark.  After  fiuctuating  slightly  above  par  ($0.2500)  in  Sei)teiuber,  the  spot  rate 
advanced  in  October  to  about  $0.2515  as  the  trade  surplus  widened.  The  tightening 
domestic  money  market,  coupled  with  the  onset  of  the  usual  yearend  liquidity 
pressures,  prompted  German  banks  during  November  and  December  to  repatri- 
ate funds  normally  held  abroad  in  foreign  currency  assets.  Despite  the  relaxation 
of  reserve  requirements  in  Germany,  these  demands  carried  the  mark  rate  even 
higher,  and  as  it  approached  its  upi)or  limit  of  $0.2518Ji,  the  German  Federal 
Bank  made  very  large  purchases  of  dollars. 

Under  the  circumstances,  the  Federal  Reserve  acted  in  cooperation  with  the 
German  authorities  in  December  to  alleviate  the  exchange  market  pressures 
resulting  from  these  flows  of  funds.  In  order  to  meet  the  demand  for  marks  that 
spilled  over  into  the  New  York  market,  the  Federal  Reserve  sold  $2S.7  million 
equivalent  of  marks  from  its  balances  early  in  December.  When  the  market  l)egan 
bidding  strongly  for  marks  on  a  1-month  swap  basis  shortly  before  Christmas, 
the  System  shifted  its  intervention  and  sold  $17.5  million  equivalent  of  marks 
spot  against  repurchase  1  month  later.  In  addition,  the  System  absorbed  $155 


EXHIBITS  387 

million  of  the  dollar  gains  of  the  German  Federal  Bank,  using  $15  million  of  marks 
previouslj^  held  outright  and  $140  million  of  marks  drawn  under  the  swap  arrange- 
ment with  the  German  central  bank. 

After  the  yearend,  there  was  a  substantial  reflow  of  funds  out  of  Germany. 
In  addition  to  using  existing  mark  balances,  the  Federal  Reserve  was  able  to 
acquire  sufficient  marks — from  the  maturing  1-month  swaps,  from  purchases  in 
the  New  York  market,  from  Spain  following  its  drawing  of  marks  from  the  IMF, 
and  through  the  German  Federal  Bank — to  repay  by  mid- February  its  $140 
million  mark  swap  drawing.  Nevertheless,  the  mark  remained  strong  in  the  ex- 
change market,  as  the  German  trade  account  continued  in  heavy  surplus.  With 
the  re-emergence  of  a  German  payments  surplus,  the  U.S.  Treasury  was  unable 
to  make  further  progress  in  reducing  its  indebtedness  in  mark-denominated 
securities  issued  to  the  German  authorities.  The  overall  amount  outstanding 
remained  at  $351  million  at  the  end  of  February,  compared  with  $602  million 
at  the  beginning  of  1966. 

Swiss  franc 

In  April  the  Swiss  franc  began  to  strengthen  after  having  declined  steadily 
during  the  first  quarter  of  1966,  and  by  early  May  it  had  reached  its  effective 
ceiling  of  $0.2317J^^.  The  franc  remained  at  its  ceiling  in  subsequent  weeks  as  a 
result  of  repayments  of  Swiss  franc  borrowings  by  foreigners,  attributable  to  a 
tightening  of  the  domestic  money  and  capital  markets,  and  later  because  of 
capital  repatriations  in  connection  with  midyear  liquidity  needs.  Consequently, 
the  Swiss  National  Bank  purchased  $200  million  outright,  and  effected  an  addi- 
tional $82  million  in  short-term  swaps  with  Swiss  commercial  banks  to  help 
provide  for  their  temporary  midyear  requirements. 

In  July,  tensions  associated  with  the  pressures  on  sterling  dominated  the  foreign 
exchange  markets  and  the  usual  seasonal  outflow  of  funds  was  converted  into  an 
actual  inflow  of  $69  million.  Accordingly,  the  Federal  Reserve  drew  $75  million 
of  francs  from  the  Swiss  National  Bank  and  another  $75  million  of  francs  from 
the  BIS,  using  these  funds  to  absorb  uncovered  dollars  from  the  Swiss  central 
bank.  In  late  July,  however,  Swiss  francs  gradually  came  on  offer  as  the  pressures 
on  sterling  began  to  subside  and  high  interest  rates  abroad  gave  rise  to  extensive 
capital  outflows.  In  earl_v  autumn,  with  funds  continuing  to  move  out  of  Switzer- 
land, the  spot  rate  declined  to  $0.2305}!  and  the  Swiss  National  Bank  began 
selling  dollars  to  the  market.  In  addition,  there  were  relatively  heavy  official 
requirements  for  dollars  between  September  and  November.  The  consequent 
reduction  in  its  dollar  holdings  led  the  Swiss  National  Bank  to  buy  $60  million 
against  Swiss  francs  from  the  Federal  Reserve  during  this  period.  The  System 
used  the  Swiss  francs  so  acquired  to  reduce  its  swap  drawings  from  the  Swiss 
National  Bank  to  $15  million  equivalent. 

In  November  the  Swiss  commercial  banks  began  to  repatriate  large  amounts 
of  funds  in  connection  with  heavy  yearend  requirements  and  when  the  spot  rate 
moved  to  its  ceiling,  the  Swiss  National  Bank  purchased  $75  million  in  the  market. 
Then,  at  the  end  of  the  month,  the  Swiss  National  Bank — as  it  had  done  in  pre- 
vious years — announced  that  it  would  buy  dollars  from  the  Swiss  commercial 
banks  on  a  short-term  basis  and  the  spot  rate  immediately  receded  from  the 
ceiling.  The  swaps  eventually  reached  a  record  level  of  $398  million.  In  order 
to  prevent  these  movements  of  funds  from  putting  pressure  on  the  Euro-currency 
markets,  the  Swiss  National  Bank,  as  usual,  rechanneled  the  dollars  so  acquired 
into  the  Euro-dollar  market. 

After  the  yearend  the  Swiss  franc  eased  further,  and  during  January  and 
February  the"  spot  rate  was  generally  under  $0.2310.  Aside  from  the  unwinding 
of  the  December  market  swaps,  however,  outflows  of  funds  from  Switzerland 
were  smaller  than  usual  because  lower  interest  rates  in  other  countries  made 
short-term  investments  abroad  somewhat  less  attractive.  Consequently,  while 
the  Federal  Reserve  was  able  to  reduce  its  swap  drawing  from  the  Swiss  National 
Bank  by  $5  million  to  $10  million  equivalent  with  francs  purchased  in  New  York, 
the  $75  million  drawn  from  the  BIS  in  July  remained  outstanding.  The  U.S. 
authorities  therefore  decided  to  use  some  of  their  sterling  balances  to  enter  into 
a  $75  million  equivalent  sterling-Swiss  franc  swap  with  the  BIS,  half  each  for 
the  System  and  the  Treasury  accounts.  The  Federal  Reserve  then  purchased  the 
Treasury's  share  of  the  swap  proceeds  and  thus  acquired  sufficient  Swiss  francs  to 
liquidate  completelv  its  $75  million  Swiss  franc  drawing  from  the  BIS.  Finally, 
at  the  end  of  February,  the  Federal  Reserve  repaid  its  remaining  $10  million 
drawing  from  the  Swiss  National  Bank  with  francs  purchased  from  that  bank. 
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Italian  lira 

Italy  registered  a  substantial  balance-of-payments  surplus  during  1966,  although 
on  a  decidedly  smaller  .scale  than  in  1965.  At  first,  reserve  gains  were  moderate  as 
Italian  commercial  banks  made  large  short-term  investments  in  the  Euro-dollar 
market.  About  midyear,  however,  Italian  payments  moved  into  a  period  of 
seasonal  strength,  and  there  were  short-term  caj)ital  inflows  resulting  from  grow- 
ing speculation  against  sterling.  Moreover,  by  then  most  Italian  banks  had 
eliminated  any  net  liability  position  vis-a-vis  foreigners,  and  the  Bank  of  Italy 
was  no  longer  prepared  to  shift  dollars  abroad  through  short-term  swaps  with 
those  banks  at  preferential  rates.  Consequently,  there  was  a  marked  rise  in 
Italian  official  reserves,  and  the  Federal  Reserve  reactivated  its  swap  facility 
with  the  Bank  of  Italy,  in  July  and  August  drawing  lire  to  absorb  a  total  of 
$225  million  from  the  Italian  authorities.  These  drawings  were  repaid  on  August  22, 
when  the  U.S.  Treasury  drew  $250  million  of  lire  from  the  IMF  and  sold  the  lire  to 
the  System.  Using  the  remaining  $25  million  of  lire,  plus  some  balances,  the  Sj'stem 
reduced  to  $14  million  equivalent  a  sterling-lira  swap  with  the  BIS  (originally 
$50  million  at  its  inception  in  February  1966  but  reduced  to  $40  million  equivalent 
during  the  spring). 

While  these  operations  were  underway,  large  amounts  of  dollars  continued  to 
flow  into  official  Italian  reserves  during  August.  Accordingly,  in  early  September 
the  System  again  used  its  swap  line,  drawing  lire  to  absorb  $100  million  from  the 
Italian  authorities.  Shortly  thereafter,  however,  Italian  reserves  began  to  decline, 
as  strong  seasonal  inflows  subsided,  a  tighter  Euro-dollar  market  exerted  a  renewed 
pull  on  Italian  bank  funds,  and  the  Italian  authorities  prepaid  $145  million  of 
postwar  debt  to  the  United  States.  Against  this  background,  the  S\'stem  in  late 
September  purchased  $13.9  million  of  lire  from  the  Bank  of  Italy  and,  adding 
some  lire  on  hand,  unwound  its  remaining  $14  million  equivalent  sterling-lira 
sw'ap  with  the  BIS. 

In  succeeding  months,  dollars  were  generally  in  demand  in  Italy  in  response 
to  conversion  of  lira  borrowings  by  foreign  firms  and  outflows  to  the  Euro-dollar 
market;  as  a  result,  lira  quotations  eased  steadily,  falling  below  par  by  mid- 
January.  Offerings  of  lire  in  the  market  were  sizable,  and  between  October  and 
January  the  Federal  Reserve  purchased  sufficient  lire  in  New  York  to  repay  in 
full  its  $100  million  equivalent  swap  drawing  from  the  Bank  of  Italy.  The  $600 
million  swap  facility  was  thus  fully  restored  to  a  standby  basis. 

Although  the  turn  in  Italy's  balance  of  payments  in  late  1966  was  sufficient 
to  make  possible  the  liquidation  of  System  lira  commitments,  Italy's  overall 
reserve  position  strengthened  over  the  year  as  a  whole.  In  particular,  Italy's 
creditor  position  in  the  IMF  increased  by  some  $336  million.  In  view  of  the 
substantial  surplus  in  their  payments  position,  the  Italian  authorities  at  the 
yearend  purchased  $60  million  of  gold  from  the  U.S.  Treasury  in  order  to  re- 
plenish their  gold  holdings.  Beginning  in  January,  however,  Italy's  foreign  ex- 
change reciuirements  increased,  jjartly  for  seasonal  reasons.  As  a  result,  the 
Italian  lira  remained  below  par  and  Italian  official  dollar  lioldings  declined  by 
about  $200  million  in  January  and  February. 

Federal  Reserve  and  Treasury  technical  forward  commitments  in  Italian  lire, 
undertaken  in  1965,  were  rolled  over  periodically  during  the  course  of  1966. 

Dutch  guilder 

The  Netherlands  money  market  tightened  around  midyear  and  as  mounting 
tensions  in  the  sterling  market  led  to  additional  inflows  of  funds,  Dutch  official 
reserves  rose  sharply.  Tlie  Federal  Reserve  accordingly  reactivated  its  swap 
facility  with  the  Netherlands  Bank—  drawing  a  total  of  $65  million  of  guilders 
which  it  used,  together  with  $2.5  million  of  guilder  balances,  to  absorb  dollars 
from  that  bank. 

By  mid-August,  however,  the  Dutch  money  market  had  eased,  and  as  increas- 
ingly attractive  interest  rates  on  dollar  investments  were  exerting  a  pull  on  Dutch 
funds,  the  spot  guilder  rate  began  to  decline,  falling  l^elow  par  by  mid-September. 
In  order  to  moderate  the  decline,  the  NetlnTlands  Bank  sold  some  dollars  to  the 
market  and  later  bought  $10  million  from  the  Federal  Reserve  against  guilders. 
The  System  in  turn  used  the  guilders  to  reduce  its  swap  commitment  to  $55 
million  equivalent  as  of  September  16. 

During  the  fall  the  guilder  moved  back  above  par  and  subsequently  fluctuated 
within  a  narrow  range  during  the  remaining  weeks  of  1966  as  the  Netherlands 
trade  account  was  seasonally  strong  and  the  money  market  in  Amsterdam  firmed. 
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During  this  period  the  Netherlands  Bank  intervened  only  sporadically  and  then 
mainly  to  relieve  money  market  pressures,  which  were  particularly  strong  in 
early  November  and  again  in  mid-December.  In  so  doing,  it  used  the  technique 
of  market  swaps—  buying  dollars  spot  from  Dutch  commercial  banks  and  selling 
them  forward  (in  this  instance  for  1967  delivery).  To  help  moderate  yearend 
pressures  in  the  Euro-currency  markets,  the  Netherlands  Bank  reinvested  its 
December  dollar  purchases  in  the  pAiro-dollar  market. 

At  the  end  of  1966  foreign  currency  requu-ements  of  the  Dutch  Government 
led  the  Netherlands  Bank  to  buy  $20  million  against  guilders  from  the  Federal 
Reserve,  and  the  Federal  Reserve  immediately  used  the  guilders  to  reduce  its 
swap  commitment  with  that  bank  to  $35  million  equivalent.  Then,  in  January, 
there  was  a  flow  of  funds  from  the  Netherlands  into  sterling  (through  dollars'), 
and  the  central  bank  provided  some  support  for  the  guilder.  These  dollar  losses, 
coupled  with  the  conversion  into  dollars  of  the  guilder  portion  of  Spain's  multi- 
currency drawing  from  the  IMF,  reduced  the  Netherlands  Bank's  dollar  holdings, 
and  the  bank  purchased  $35  million  from  the  Federal  Reserve  against  guilders. 
The  System  in  turn  repaid  the  remainder  of  its  outstanding  guilder  swap  drawing, 
restoring  the  $150  million  arrangement  fully  to  a  standby  basis.  There  were  no 
fm-ther  Federal  Reserve  or  Treasury  operations  in  guilders  during  the  period 
covered  by  this  report. 

Belgian  franc 

During  the  early  summer  of  1966  Belgium's  trade  and  service  accounts  moved 
into  surplus,  and  the  Belgian  franc  began  to  strengthen.  By  late  July  the  Belgian 
franc  had  reached  its  ceiling  and  the  National  Bank  of  Belgium  began  buying 
fairly  sizable  amounts  of  dollars.  In  order  to  absorb  some  of  these  gains,  the 
Federal  Reserve  in  earh-  August  drew  $30  million  of  francs  under  the  $50  million 
standby  portion  of  the  reciprocal  swap  arrangement  with  the  National  Bank. 

Belgium's  current  account  swung  into  deficit  later  in  August,  and  the  National 
Bank  then  started  supplying  foreign  exchange  to  the  market,  covering  these 
losses  by  purchasing  dollars  from  the  Federal  Reserve  against  Belgian  francs. 
By  late  September,  such  purchases  totaled  $30  million,  and  the  System  had  fully 
repaid  its  swap  drawing  from  the  National  Bank. 

During  the  early  fall  the  Belgian  franc  drifted  somewhat  below  par  as  a  result 
of  a  continued  deterioration  in  the  trade  account,  and  in  November  the  Belgian 
central  bank  again  began  to  lose  dollars.  Because  of  these  market  losses,  and 
exchange  requirements  of  the  Belgian  Treasury,  the  National  Bank  again  needed 
dollars  in  the  last  few  weeks  of  1966.  The  bank  bought  $30  million  from  the 
U.S.  Treasury-  against  Belgian  francs,  which  the  Treasury  vised  to  build  up  a 
balance  for  future  contingencies.  Thus,  by  the  end  of  1966  the  Treasury  had  a 
fully  covered  position  in  Belgian  francs,  since  its  franc  balances  matched  its 
Belgian  franc-denominated  bond  indebtedness. 

During  the  first  2  months  of  1967  there  was  an  improvement  in  the  Belgian 
current  account,  and  the  franc  moved  somewhat  above  par  after  mid- January. 
Tighter  Belgian  money  market  conditions  associated  with  a  large  Belgian  Govern- 
ment bond  flotation  contributed  to  the  rise  in  the  rate,  but  at  no  time  were  there 
any  significant  pressures  in  the  market,  and  at  the  end  of  February  Belgian 
official  reserves  were  virtually  unchanged. 

Canadian  dollar 

Although  there  were  some  large  capital  flows  to  Canada  during  the  first  half 
of  1966,  seasonal  weakness  in  the  trade  and  tourist  accounts  early  in  the  year 
and  sizable  covered  conversions  of  domestic  time  deposits  into  U.S.  dollar  invest- 
ments by  Canadian  banks  accounted  for  net  Canadian  demand  for  foreign  ex- 
change. During  the  summer  months  the  Canadian  dollar  strengthened,  but 
official  gold  and  exchange  reserves  continued  to  decline  as  Canadian  authorities 
purchased  from  U.S.  residents  nearly  $141  million  of  Canadian  Government  debt 
and  some  $25  million  of  International  Bank  for  Reconstruction  and  Development 
(IBRD)  bonds  to  adjust  their  total  ofllicial  reserve  holdings  to  levels  mutually 
agreed  upon  with  the  United  States.  Including  those  purchases  and  a  $47  million 
gold  payment  to  the  IMF  in  connection  with  Canada's  quota  increase,  Canadian 
gold  and  foreign  exchange  reserves  fell  $420  million  during  the  first  9  months 
of  1966. 

During  the  fourth  quarter  the  spot  rate  for  Canadian  dollars  declined,  as  there 
were  few  new  Canadian  securities  offerings  in  New  York,  and  Canada's  balance 
of  payments  again  entered  a  period  of  seasonal  weakness.  By  early  November 
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spot  quotations  had  fallen  below  the  $0.9250  parity,  and  they  remained  below 
par  in  the  remaining  weeks  of  the  year  when  there  were  large  financial  outflows 
associated  with  dividend  payments  to  nonresidents  and  yearend  repatriations  of 
funds  by  foreigners.  There  was  no  significant  selling  pressure,  however,  and  there 
was  little  net  change  in  official  Canadian  gold  and  foreign  exchange  reserves  dur- 
ing the  final  quarter.  (Late  in  the  year  the  U.S.  Treasury  purchased  $17  million 
of  Canadian  dollars  from  the  Bank  of  Canada  for  resale  to  IMF  members  having 
repurchase  oV^ligations  to  the  Fund.  Earlier  in  1966  the  U.S.  Treasury  had  drawn 
a  total  of  $400  million  equivalent  of  Canadian  dollars  from  the  IMF  for  sale  to 
Fund  members  meeting  repayment  obligations.) 

Seasonal  factors  continued  to  run  against  Canada  in  early  1967.  With  an  easing 
in  monetary  conditions  in  the  United  States,  however,  there  was  a  revival  of 
Canadian  borrowing  in  New  York  and  some  repatriation  of  Canadian  funds  from 
the  Euro-dollar  market.  As  a  result,  the  spot  Canadian  dollar  rose  sharply  during 
January.  Once  the  borrowings  in  New  York  were  completed,  however,  the  spot 
rate  tended  to  ease,  and  through  mid-February  it  traded  just  above  par  in  a 
quiet  and  balanced  market.  At  the  end  of  the  month  there  was  a  flurry  of  selling 
when  the  Royal  Commission  on  Taxation  made  its  report,  and  the  spot  rate  eased 
just  below  par. 

International  Monetary  Fund 

The  United  States  continued  the  practice  initiated  in  February  1964  of  drawing 
currencies  from  the  IMF  for  sale  to  countries  making  repayments  to  the  Fund. 
During  the  period  under  review,  takedowns  were  made  under  the  drawing  of 
$100  million  of  Canadian  dollars  arranged  on  August  18,  and  the  United  States 
arranged  an  additional  "technical"  drawing  for  $30  million  equivalent  of  German 
marks. 

U.S.  drawings  from  the  Fund — both  regular  and  technical — between  February 
1964  and  February  1967  totaled  $1,640  million.  During  the  same  period  other 
countries  drew  dollars  from  the  Fund,  thereby  reducing  the  Fund's  holdings  of 
dollars  and  reducing  this  country's  repayment  obligation.  Consequently,  on  Feb- 
ruary 28,  1967,  net  U.S.  indebtedness  to  the  IMF  was  $933.5  million. 

The  general  Fund  quota  increase  of  25  percent  adopted  in  1964  by  the  Governors 
of  the  Fund  was  ratified  by  two  more  members  during  the  period,  bringing  the 
number  of  ratifications  to  92;  Fund  resources  were  thereby  increased  to  over 
$20.9  billion.  As  indicated  in  previous  reports,  a  member  must  pay  its  quota 
increase  to  the  Fund  partly  in  its  own  currency  and  partly  in  gold.  The  quota 
increase  arrangement  provides  that  the  Fund  will  deposit  a  total  of  up  to  $350 
million  of  gold  with  the  Federal  Reserve  Bank  of  New  York  and  the  Bank  of 
England  to  compensate  for  any  losses  arising  from  other  members'  gold  sub- 
scription payments  to  the  Fund.  As  of  February  28,  1967,  the  Federal  Reserve 
Bank  of  New  York  held  for  U.S.  Treasury  account  $213.4  million  of  gold  so 
deposited  by  the  IMF. 

The  gold  market 

Early  estimates  suggest  that  official  gold  reserves  of  the  non-Communist  world 
declined  somewhat  over  the  course  of  1966.  Although  private  hoarding  demand 
evidently  declined  somewhat,  industrial  and  artistic  use  again  rose,  and  with  new 
gold  supplies  off  sharply,  total  demand  exceeded  the  volume  of  gold  coming  on  to 
the  market.  This  imbalance!  was  reflected  in  higher  prices  on  the  London  gold 
markc^t  and  in  the  activity  of  the  central  bank  gold  pool,  which  for  tlie  first  time 
since  its  inception  closed  the  year  with  a  net  drain  on  its  resource's.  In  the  past  5 
months,  however,  the  supply-demand  relationship  has  improved,  as  South 
African  sales  have  risen  and  hoarding  demand  has  declined. 

South  Africa,  the  world's  leading  gold  producer,  had  a  payments  surplus  for 
the  first  half  of  the  yesar  and  on  balance  absorbed  into  its  own  reserves  slightly 
more  than  $200  million  of  gold  from  new  production  in  1966.  In  addition,  the 
Soviet  Union  apparently  sold  no  gold  in  1966  for  tlu^  first  time  in  recent  years. 
Commercial  and  artistic  use  of  gold  continued  to  rise,  but  private  hoarding  demand 
moderated.  Tight  monetary  conditions  in  many  countries  increased  the  yields  on 
alt(>rnative  investments  and  undoui)tedly  cut  down  on  sjjeculative  buying.  On  the 
other  hand,  speculative  demand  was  encouraged  by  several  factors  during  the 
year — the  Vietnam  conflict,  the  Rhodesian  situation,  and  the  repeated  intimations 
on  the  part  of  French  officials  that  the  price  of  gold  should  perhaps  be  raised.  In 
addition,  the  sterling  crisis  during  the  summer  led  to  strong  demand  and  a  firm 
price  throughout  the  third  quarter. 
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During  the  period  under  review,  the  London  gold  price  backed  away  from  the 
high  of  $35.1940  reached  in  August  and  September  and  dipped  below  $35.15  on 
several  occasions  in  October  and  early  November.  Demand  was  diminishing  as 
the  pressures  on  sterling  eased,  and  at  the  same  time  the  volume  of  South  African 
supplies  was  picking  up  rapidly  following  an  adverse  swing  in  South  Africa's 
payments  position.  Nevertheless,  with  the  approach  of  the  yearend,  demand 
became  very  strong  once  again,  influenced  partly  by  heightened  tensions  in  the 
Middle  East  and  by  rumors  that  economic  sanctions  might  be  applied  to  South 
Africa  in  connection  with  the  Rhodesian  situation.  As  a  result,  the  price  rose  to 
$35.1971  toward  the  end  of  December.  Thereafter,  the  market  eased  once  again 
in  early  1967,  although  there  were  brief  flurries  of  demand  in  response  to  renewed 
French  official  discussion  of  the  role  of  gold  in  world  monetary  arrangements.  The 
lifting  of  restrictions  on  French  gold  trading  in  Paris  was  taken  in  stride  both  in 
the  London  market  and  elsewhere  on  the  Continent,  and  at  the  end  of  February 
the  London  fixing  price  had  fallen  to  $35.1486. 

Table  I. — Federal    Reserve   reciprocal   currency   arrangements   and   commitments, 

February  28,  1967 

[In  millions  of  dollars  equivalent] 

Institution  Amount       System  com- 

of  facility        mitments 

Austrian  National  Bank 100  

National  Bank  of  Belgium..- 150  

Bank  of  Canada. 500 

Bank  of  England 1,350  

Bank  of  France 100  

German  Federal  Bank 400 

Bank  of  Italy 600  

Bank  of  Japan 450  

Netherlands  Bank 150 

Bank  of  Sweden 100 

Swiss  National  Bank 200  

Bank  for  International  Settlements... '  400  


Total 4,500    

'  Half  is  available  in  Swiss  francs  and  half  in  other  European  currencies. 

Table  II. —  U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  1966  ^ 

[In  millions  of  dollars  at  $35  per  fine  troy  ounce;  U.S.  net  sales  (— ),  net  purchases  (+)] 
Country 


Canada _ 

France 

Italy _ 

Switzerland 

United  Kingdom.. 

All  other 

Net  sales -201.2         -143.3  -86.0  -430.6 

'  Not  reflected  in  this  table  are  U.S.  monetary  gold  transactions  with  foreign  countries  mitigated  through 
special  deposits  by  the  IMF. 


First 
half 

Third 
quarter 

Fourth 
quarter 

Year 

+150.0 

+50.0 
-277.3 

+200. 0 

-323.5 

-600.8 

-60.0 

-60.0 

+18.0 

-20. 0 

+126.0 

-22.0 

-2.0 

-26.2 
-19.5 

-20.1 
-5.9 

+79.8 
-47.6 

Exhibit  60. — Press  release,  August  18,  1966,  announcing  a  U.S.  drawing  from 
the  International  Monetary  Fund 

Secretary  of  the  Treasury  Henry  II.  Fowler  today  announced  a  U.S.  drawing 
of  $250  million  equivalent  of  Italian  lire  from  the  International  Monetary  Fund 
and  a  further  series  of  technical  drawings  on  the  Fund  of  $100  million  in  Cana- 
dian dollars. 
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The  Italiiiii  lini  dniwiiig  re|)n'S(uils  uii  oidiimry,  nontechnical  use  of  U.S. 
drawing  rights  on  the;  Monetary  Fnnd.  During  the  course  of  the  year  Italy  has 
been  running  a  substantial  balanc(!-of-paynients  surplus,  and  in  order  to  help 
finance  this  surplus  as  well  as  U.S.  internatioiud  payments  the  Dnited  States 
requested  a  drawing  of  lire;  from  the  Fund.  To  meet  th(!  U.S.  request,  the  Fund, 
whos(!  regular  lira  holdings  arc  at  a  low  level,  arranged  to  borrow  from  Italy 
tlie  lir(!  ne(Hled  for  the  U.S.  drawing. 

This  transaction  which  is  of  mutual  benefit  to  the  T'liitcd  States  and  Italy, 
d(!inonstrates  the  Hexit)le  maimer  in  which  tlu;  Fund  can  assist  reserve  currency 
countries  as  well  as  otiier  countries  in  financing  tiieir  balance-of-payments  sur- 
pluses anfl  deficits. 

Tlie  .$100  million  etiuivalent  tcclmical  drawing  of  Canadian  dollars  rejiresents 
a  continuation  of  the  practice  begun  in  February  1904  of  obtaining  currencies 
for  sale  to  otlier  count ri(!s  making  rej)aymenls  to  the  Fund.  As  in  tlie  last  two 
technical  drawings,  the  arrangements  for  this  one  provide  for  i)eriodic  take- 
downs over  the  ue.xt  o  to  4  months. 


Exhibit  61. — ^Press  release,  September  15,  1966,  announcing  a  $70.8  million  debt 

prepayment  by  France 

Secretary  of  the  Treasury  Fowler  announced  today  that  the  Govc^rmnent  of 
France  has  niad(;  a  further  advance  payment  of  $70. S  million  on  its  remaining 
indebtefliiess  to  the  United  States. 

This  piepayment  will  apply  to  the  debt  of  the  Government  of  France  to  the 
United  States  under  ilw.  Surplus  Property  and  Lend-Lease  Agreements  of  May 
28,  1946,  and  l)(!cember  6,  1947.  It  will  reduce  th(>  amount  of  outstanding  French 
Gov(>rnment  debt  to  the  IJnited  States  stemming  from  post-World  War  II  loans 
and  financial  setthunents  to  about  $300  million. 

Since  1947  the  Government  of  France  has  repaid  a  total  of  aj)proximately 
$l,cS.")()  million,  of  which  $810  million  has  be(!ii  jjaid  in  advance  of  the  dates 
sp(!clfied  in  the;  loan  agreements. 


Exhibit  62. — Press  release,  September  16,  1966,  announcing  publication  of  the 
results  of  a  survey  of  export  financing 

The  Treasiu-y  D(!partm(>nt  today  announced  the  publication  of  a  booklet, 
"Survey  of  Export  Financing."  It  contains  the  results  of  a  (juestionnaire  survey 
of  2,869  U.S.  manufacturing  firms  with  exi)ort  operations. 

Assistant  S(^cretary  for  International  Affairs  Winthrop  Knowlton  said  in  a 
f on; word  to  the  study: 

"This  initial  study  deals  with  exjjort  credit  extension  by  exporting  firms — a 
field  wliicli  lias  lun'er  befon;  been  surveyed  comprehensively. 


"The  study  raises  mon;  (juestions  than  it  answers.  Hopefully,  it  will  lead  to 
analys(;s  in  dc^pth  of  situations  wIk^x;  tliero  is  (1)  a  possibility  that  largtM'  amounts 
of  export  endit  financing  might  add  to  total  U.S.  exports;  or  (2)  conversely,  a 
possibility  that  ex[)ort  credits  already  being  extende^d  are  more  than  adequate. 

"These  are,  (|uestioiis  that  have;  to  be  detdrmiiuid  ultiiiiat-ely  by  each  manu- 
facturing exporter.  His  good  judgment,  the  willingness  of  the  i)rivate  banking 
system  and  othcu-  private  lenders  to  give  a  high  priority  t-o  export  financing,  and 
the  provisir)!!  of  whatever  sui)pi(!mentary  Ciovernment  faciilities  are  necessary, 
will  ensure  that  the  us(^  of  export  credit  plays  an  appropriate  role  in  tin;  expansion 
of  U.S.  exports." 

The  bookh^t  was  written  by  Pliilij)  P.  Schaffner,  Director  of  the  Oflict!  of  Balance 
of  Paynuuits  Programs,  Operations,  and  Statistics,  under  whose  direction  the 
survey  was  conducted. 

Th(!  introductory  chapter  presents  background  information  on  the  survey  and 
suminariz(!S  the  more  significant  data. 

Chapter  II  j)r(!sents  an  assessment  of  the  (ixport  financing  situation  by  re|)orting 
firms,  on  the  basis  of  their  experience  during  196.').  The  firms  commented  on  the 
effects  of  changes  in  terms  or  availability  of  export  credit,  or  in  the  use  of  export 
guarantees  and  insurance,  on  their  export  iierformance.  A  number  of  firms  pro- 
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vidcd  additional  informalion  on  tho  export,  financing  operations  of  private  lending 
institutions  and  on  the  export  gnarantee  and  insnrance  operations  of  the  Export- 
Import  Bank  and  the  Foreign  Credit  Insurance  Association. 

Chapter  III  analyzes  data  provided  by  the  survey  on  the  export  credit  structure 
of  l^.S.  manufacturing  firms.  The  data  are  presented  by  industry  categories  and 
by  size  of  firm,  as  measured  by  export  volume.  The  relationship  between  shares 
in  total  export  credit  extended  and  shares  in  total  exports  of  different  categories 
of  firms  receives  particular  consideration. 


Exhibit  63. — Press  release,  September  29,  1966,  announcing  purchase  by  Italy 
of  $145  million  in  debt  from  the  United  States 

Secretary  of  the  Treasury  Fowler  and  Harold  F.  Linder,  President  and  Chair- 
man, Export-Import  Bank  of  Washington,  announced  today  that  the  Italian 
Exchange  Office  (UtRcio  Italiano  dei  Cambi)  has  purchased  promissory  notes 
aggregating  $145.1  million  from  the  Export-Import  Bank  of  Washington.  These 
notes  were  under  loans  made  since  1959  to  the  Italian  Cn^dit  Institution  (Istituto 
Mobiliare  Italiano)  to  assist  in  financing  sales  of  various  U.S.  goods  and  services 
to  Italian  industry. 

This  purchase  represents  substantially  all  of  the  indebtedness  of  the  Italian 
Credit  Institution  to  Exiinbank  currently  outstanding.  The  unpaid  maturities 
under  the  loans  are  due,  for  the  most  part,  in  the  next  G  years. 

In  July  1961,  the  Italian  Exchange  Office  undertook  a  similar  purchase  of 
loans  made  in  prior  years. 

Exhibit  64. — Press  Release,  November  17,  1966,  on  settlement  of  1929  loan 

to  Greece 

Secretary  of  the  Treasury  Henry  II.  Fowler  today  received  a  bond  from  Greece 
in  settlement  of  a  long  outstanding  loan  mad(>  by  the  United  States  to  that  country 
ill  1929.  The  bond  was  given  in  settlement  of  a  $12  million  U.S.  loan  made  in  1929 
to  aid  in  the  resettlement  of  GrtM^k  refugees  from  Asia  Minor.  The  bond  was  ])re- 
sented  to  Secretary  Fowler  by  Greek  Ambassador  Alexander  A.  Matsas,  at  the 
Treasur}'. 

Secretary  Fowler  said  that  the  settlement  was  "evidence  of  the  growing  strength 
of  the  Greek  economy"  and  noted  that  the  proceeds  would  be  used  to  strengthen 
Greek-United  States  cultural  ties. 

The  settlement  was  made  according  to  the  terms  of  an  agreement  reached  in 
1964,  providing  for  full  re])ayment  of  principal  and  ])artial  repayment  of  arrears 
of  interest.  The  new  bond,  totaling  $13,155,921,  will  be  retired  with  2  percent 
interest  over  an  82-year  ])eriod.  The  settlement  agreement  was  implemented 
following  signature  bv  President  Johnson  November  5  of  the  recently  enacted 
"Greek  Loan  of  1929  Settlement  Act." 

The  proceeds  to  the  United  States  of  the  settlement  will  be  used  to  help  finance 
cultural  and  educational  programs  between  the  United  States  and  Greece. 

At  the  ceremony,  Secretary  Fowler  said: 

"I  am  ])articularly  delighted  to  })articipate  iii  a  ceremony  marking  the  im])le- 
mentation  of  the  agreement  between  the  Greek  and  United  Staters  Governments 
for  the  repayment  of  a  longstanding  del)!.  IJeceipt  of  this  $l;}.2  million  bond  from 
Ambassador  Matsas,  on  behalf  of  the  Government  of  Greece,  re))resents  another 
important  milestone  in  the  warm  and  cordial  relationshij)  that  has  characterized 
the  association  between  our  two  countries. 

"This  settlement  is  an  im])ortant  contribution  to  the  elimination  of  Greece's 
external  prewar  debt  and  constitutes  a  further  stej)  in  promoting  capital  invest- 
ment in  Greece.  Greece's  ability  to  wipe  out  this  indebtedness  is  evidence  of  the 
growing  strength  of  the  Greek  economy. 

"In  reaching  an  accord  to  settle  the  1 929  indebtedness  of  Greece  to  this  country, 
we  have  also  provided  a  means  of  contimiing  and  enhancing  fui'ther  understanding 
between  our  two  i)eoples.  The  funds  derived  through  repayment  will  be  used  ex- 
clusively to  continue  the  educational  and  cultural  exchang(>  activities  b(Mng  carried 
on  between  our  two  countries.  This  means  that  funds  will  be  available  for  Greek 
professors,  scholars,  and  students  to  travel  and  study  in  the  United  States,  and 
for  Americans  with  similar  interests  in  Greece. 
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"I  know  that  this  program  will  add  to  the  breadth  and  depth  of  friendship 
and  understanding  that  traditionally  exists  between  Greeks  and  Americans  of 
all  walks  of  life." 

Attending  the  ceremony  with  Secretary  Fowler  and  Greek  Ambassador  Matsas 
was  U.S.  Ambassador  to  Greece  Phillips  Talbot. 


Exhibit  6.5. — Press  release,  December  30,  1966,  announcing  a  technical  drawing 
by  the  United  States  from  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Henry  H.  Fowler  today  announced  a  technical  draw- 
ing by  the  United  States  on  the  International  Monetary  Fund  in  the  amount  of 
.$.'J0  million.  The  drawing  was  made  in  Cierman  marks. 

This  is  one  of  a  .series  of  technical  drawings  which  began  in  February  1964, 
carried  out  to  avoid  drains  on  the  U".S.  gold  .stock  caused  by  demands  for  gold 
on  the  part  of  nations  making  debt  repayments  to  the  IMF.  The  currencies 
drawn  by  the  United  States  in  such  technical  transactions  are  .sold  to  other  Fund 
members  for  their  use  in  making  repayments  to  the  Fund  in  these  currencies. 

The  current  drawing,  together  with  past  drawings,  both  technical  and  regular, 
brings  the  total  drawn  to  .$1,640  million.  Due  to  dollar  drawing's  by  others,  the 
U.S.  repayment  obligation  amounts  to  only  about  $940  million  however.  Drawing 
rights  in  the  gold  tranche  (virtually  automatic  U.S.  drawing  rights  in  the  Fund) 
of  about  .$:i20  million  will  remain  at  year  end. 


Exhibit  66. — Press  release,  January  2.5,  1967,  announcing  that  Treasury  is 
recommending  an  extension  and  increase  in  maximum  rate  of  the  intere.st 
equalization  tax  and  Presidential  authority  to  vary  rates 

Treasury  Secretary  Fowler  announced  today  that  the  Treasury  is  .sending  to 
the  Congress  a  bill 

— to  extend  the  interest  equalization  tax  for  another  2  years,  and 
— to  give  the  President  authority  to  vary  the  effective  annual  rate  of  the 
tax  between  zero  and  2  percent  per  year. 
The  proposed  new  lET  htgislation  would  continue  in  force  an  essential  part  of 
our  balance-of-payments  program,  that,  unle-ss  extended,  will  expire  July  31,  1067. 
The  extension  is  nece.ssary 

— while  pressure  on  our  balance  of  payments  continues, 

— while  capital  markets  abroad  continue  to  be  insufficiently  responsive  to 

domestic  and  international  needs,  and 
— as  a  reinforcement  to  the  voluntary  program  administered  by  the  Federal 
heserve  Hoard  to  restrain  the  flow  of  capital  abroad. 
The  proposed  flexibility  in  the  rate  at  which  the  tax  may  be  applied  over  the 
2-year  period  would 

— facilitate  the  lowering  of  interest  rates  in  the  United  States, 

— provide  protection  in  case  of  possible  emergence  of  a  wider  difference  in 

the  yield  on  investments  Jn  this  coiuitry  and  elsewhere,  and 
— provide  a  tool  that  could  be  used  .sensitively  to  affect  yields  on  the  foreign 
investment  of  American  funds  in  response  to  changing  neerls  and  com- 
parative costs  of  money  here  and  abroad. 
The  2  percent  maximum  rate  is  double  the  c<'iling  under  the  present  law. 
In  order  to  avoid  accelerated  purchases  by  U.S.  re.'^^idents  of  foreign  debt  obli- 
gations or  foreign  equities  prior  to  legislative  enactment,  the  bill  sent  to  the 
(Jongress  would  make  a  2  percent  per  annum  rate  effective  tomorrow,  January  26, 
1067. 

The  interest  equalization  tax  as  it  now  stands  seeks  to  abate  the  outflow  of 
dollars  from  the  United  States  by  adding  approximately  one  percentage  point 
to  the  annual  intrirest  co.sts  of  foreigners  who  borrow  in  the  United  States  for 
periods  of  one  year  or  longer.  Similar  provisions  apply  to  the  purchase  of  foreign 
equities  by  U.S.  residents. 

The  tax  has  proved  extremely  u.seful  in  holding  down  the  deficit  in  U.S.  trans- 
actions with  the  rest  of  the  world,  i.e.,  in  holding  down  our  balance-of-payments 
deficit,  by  limiting  new  foreign  borrowing  in  U.S.  capital  markets,  in  limiting 
purchases  by  U.S.  residents  of  outstanding  foreign  issues,  and  in  reinforcing 
the  Federal  Ileserve  voluntary  program. 
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Loans  connected  with  exports  continue  to  be  exempt  so  as  to  assist  the  American 
business  commimity  in  kooiMiig  U.S.  exports — a  major  favorable  element  in  our 
balanee-of-])aynu"nls  accounts  at  a  hish  level.  TIumc  is  no  change  in  the  exemp- 
tion alTorded  direct  investments. 

Moreover,  loans  to  and  investments  in  less-develoi)ed  countries  are  exempt 
from  the  tax,  as  before. 

The  existing  exemption  for  new  Canadian  security  issues  is  continued,  as  is 
the  exemption  for  loans  to  .Japan. 

A  technical  explanation  of  the  bill  follows. 

Proposed  Interest  Equalization  Tax  Extension  Bill  Explanation 

The  accompanying  interest  equalization  tax  extension  bill  is  proposed  by  the 
Treasury  Department  as  an  amendment  to  chapter  41  of  the  Internal  Revenue 
Code. 

The  bill  extends  the  tax  for  2  additional  years  so  that  it  will  now  expire  July  31, 
1909.  Furtliermore,  tlie  bill  increases  the  strength  and  flexibility  of  the  tax  by 
granting  to  the  President  authority,  when  conditions  warrant,  to  vary  the  statu- 
tory rates  of  tax  between  a  zero  rate  and  a  rate  which  is  double  tlu>  existing  rates 
of  tax.  In  order  to  prevent  an  increased  outflow  of  funtis  wliile  the  legislation  is 
under  consideration  by  the  Congress,  the  bill  would  also  double  the  existing  rates 
of  tax  provided  in  the  .statute.  The  increased  rates  of  tax  will  apply  with  respect 
to  acquisitions  made  after  .January  25,  1907  (the  date  on  which  the  Secretary  of 
the  Treasury  transmitted  the  recommendation  to  the  Congress).  Provision  is 
made,  however,  to  exempt  from  these  amendments  acquisitions  made  pursuant 
to  firm  commitments  existing  on  .January  25,  1907. 

The  bill  makes  certain  specific  changes  for  the  purpose  of  revising  the  existing 
provisions  of  the  Internal  Revenue  Code  in  accordance  with  the  new  proposals. 
These  changes  are  as  follows: 

(1)  Extension  of  <ax.— Section  2  of  the  bill  amends  section  4911(d)  to  extend 
the  termination  date  of  the  tax  to  July  31,  19G9. 

(2)  Imposition  of  tax. — Section  3  of  the  bill  amends  section  4911(b)  of  the  Code 
in  two  respects: 

(a)  Rates  of  tax. — The  bill  would  double  the  rates  of  tax  provided  in  existing 
law.  As  a  result  the  tax  on  an  ac(|uisition  by  a  U.S.  person  of  stock  of  a  foreign 
issuer  would  be  increased  from  15  percent  to  .30  percent  and  the  tax  on  the  acqui- 
sition by  a  U.S.  j)ersou  of  a  debt  obligation  of  a  foreign  ol)ligor  would  be  increased 
in  accordance  with  the  table  set  forth  below.  As  under  existing  law,  the  tax  on 
the  acquisition  of  a  debt  obUgation  will  vary  depending  on  the  period  remaining 
to  the  maturity  of  such  obligation  on  the  date  it  is  accpiired.  Debt  obligations 
with  a  period  remaining  to  maturity  of  le.ss  than  one  year  will  continue  to  be 
exempt  hoiw  tax. 

The  following  table  shows  the  rates  of  tax  aj)plicable  under  existing  law  to 
acquisitions  of  debt  obligations  of  foreign  obligors  and  the  i)roposed  rates  of  tax: 

If  the  period  remaining  to  maturity  is— 


At  least  1  year,  but  less  than  114  years 

At  least  IJ^  yoar.s,  but  loss  than  VA  years 

At  least  IJ^  years,  but  less  than  194  years 

At  least  Ifi  years,  but  less  than  2!<i  yeare 

At  least  2'4  years,  but  less  than  2^4  years 

At  least  2K  years,  but  loss  than  3Vi  years 

At  least  3>i  years,  but  less  than  4^4  years 

At  least  4>2  years,  but  loss  than  5}4  years 

At  least  5^2  years,  but  loss  than  (l^i  years 

At  least  6>2  years,  but  loss  than  7H  years... . 
At  least  7^  years,  but  loss  than  H^i  years..  . 

At  least  8)ij  years,  but  loss  than  9V$  years 

At  least  9^2  years,  but  loss  than  lOKyoars.  ^ 
At  least  lOJ^  years,  hut  loss  than  llKyoars 
At  least  11  Hi  years,  hut  loss  than  \3i4  years 
At  least  13V^  years,  but  loss  than  10)^  years. 
At  lesist  lti>!j  years,  but  loss  than  ISK  years 
At  least  IHK  years,  but  loss  than  21Jii  years. 
At  least  21  Hi  years,  but  loss  than  2314  years 
At  least  23^2  vears,  but  loss  than  20}^  years. . 
At  least  2(lVii  years,  but  less  than  28V$  years. 
28J^  years  or  more --- 


Rates  of  tax 

Hates  of  lax 

under  pro- 

under exist- 

posed 

inff  law      i 

amendment 

Percent 

Percent 

1.05 

2.10 

1.30 

2.(10 

l.fiO 

3.00 

1.86 

3.70 

2.30 

4.60 

2.75 

6.60 

;i.55 

7.10 

4.35 

8.70 

r..  10 

10.  20 

r,.Ho 

11.60 

6.50 

13.  00 

7.10 

14,20 

7.70 

16.40 

8.30 

16.60 

9.10 

18.  20 

10.30 

20.  60 

ll.:i5 

22.  70 

12.  26 

24.  60 

13.  06 

26.  10 

13.75 

27.  60 

14.35 

28.70 

15.00 

30.00 
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(6)  Presidential  authority  to  adjust  rates. — The  bill  would  give  the  President 
authority  to  increase  or  decrease,  by  Executive  order,  the  rates  of  tax  if  he  finds 
that  the  rates  of  tax  currently  in  effect  (whether  such  rates  are  those  set  forth 
in  the  statute  or  a  prior  Executive  order)  are  lower  or  higher  than  those  necessary 
to  limit  tlie  total  acquisition  by  U.S.  i:)ersons  of  stock  of  foreign  issuers  and  debt 
obligations  of  foreign  obligors  within  a  range  consistent  with  the  balance  of  pay- 
ments oiijectives  of  the  United  States.  Thus,  if  the  President  finds  at  sometime 
in  the  future  that  the  rates  prescriljed  in  the  proposed  statute  are  higher  than 
those  necessary  under  then  current  conditions  to  so  limit  such  acquisitions,  he 
may  issue  an  Executive  order  establishing  lower  rates  of  tax.  Furthermore,  the 
President  may,  subsequent  to  issuing  an  Executive  order,  modify  such  order  in 
the  light  of  changed  circumstances  and  either  reinstitute  the  statutory  rates  or 
set  other  more  appropriate  rates.  The  rates  of  tax  established  by  an  Executive 
order  issued  under  this  provision  may  be  zero  or  any  fraction  of  the  rates  set 
fortli  in  the  statute  (as  amended)  but  may  not  exceed  such  rates.  The  same 
fraction  shall  be  applicid  uniformly  to  all  of  the  rates  set  forth  in  the  statute. 
The  rates  established  by  the  Executive  order  will  be  in  effect  with  respect  to 
acquisitions  made  subsequent  to  the  date  the  order  is  issued.  However,  the 
President  has  discretion  to  specify  in  an  Executive  order  either  that  the  rates 
of  tax  set  forth  in  such  order  shall  apply  to  all  acquisitions  made  after  the  date 
such  order  is  issued  or  that  such  rates  shall  not  apply  to  acquisitions  made  sub- 
sequent to  tlie  date  the  order  is  issued  pursuant  to  such  firm  commitments  in 
effect  on  or  prior  to  such  date  as  are  specified  in  such  order.  In  addition,  tlie 
President  may  apply  an  Executive  order  reducing  the  rates  of  tax  retroactively 
to  acquisitions  made  after  a  date  specified  in  such  order  but  prior  to  the  date 
such  order  is  issued. 

(c)  Commercial  bank  loans  ivith  a  period  to  inaturity  of  one  to  3  years. — Sub- 
section (b)  of  section  3  of  the  bill  provides  that  the  same  rates  of  tax  as  those 
set  forth  in  section  4911  of  the  statute  (as  amended)  or  in  any  Executive  order 
varying  such  rates  shall  apply  to  acquisitions  in  the  ordinary  course  of  tlie  com- 
mercial banking  business  of  debt  obligations  with  a  piu-iod  remaining  to  maturity 
of  1  year  or  more  and  less  than  3  years  if  such  acquisitions  are  subject  to  tax 
under  Executive  Order  No.  1119S  and  section  4931(c)  of  tlie  Code. 

(rf)  Effective  date. — Subsection  (c)  of  section  3  of  the  bill  contains  the  effective 
date  provision  for  the  amendments  made  by  subsections  (a)  and  (b)  of  section  3. 
Under  paragraph  (1),  the  amendments  made  by  the  bill  will  apply  to  acquisitions 
of  foreign  stock  or  debt  obligations  made  after  January  25,  1967.  Paragraphs  (2), 
(3),  and  (4)  set  out  exceptions  to  the  general  effective  date  and  paragraph  (5) 
qualifies  the  exceptions. 

Under  paragraphs  (2),  (3),  and  (4),  the  amendments  made  by  the  bill  do  not 
apply  to  acquisitions  made  pursvumt  to  firm  commitments  in  existence  on  January 
25,  1967.  These  exceptions  to  the  effective  date  provisions  are  patterned  after  the 
exceptions  contained  in  the  original  Interest  Equalization  Tax  Act  and  in  the 
Interest  Equalization  Tax  Extension  Act  of  1965. 

Paragraph  (5)  provides  that,  notwithstanding  paragraphs  (2),  (3),  and  (4), 
the  amendments  made  by  the  bill  will  operate  to  extend  the  benefits  of  lower  rates 
to  the  transactions  described  in  such  paragraphs  if  an  Executive  order  is  issued 
which  lowers  the  rate  of  tax  applicable  to  such  transactions. 

{d)  Returns. — Subsection  (d)  of  section  3  of  the  bill  sets  forth  rules  go\'erning 
the  filing  of  returns  and  provides  that  if,  by  reason  of  enactment  of  the  bill,  a 
person  incurs  additional  liability  for  interest  (Hiualization  tax  with  respect  to 
acquisitions  of  stock  or  del)t  obligations  made  after  January  25,  1967,  for  which 
a  return  has  been  filed  under  section  6011(d)(1)  of  the  Code  before  the  date  of 
enactment,  such  person  must  make  an  anuuided  return  showing  such  additional 
liability.  Similarly,  if  enactment  of  the  bill  initially  creates  liability  with  respect 
to  such  acciuisitions,  the  person  inciu-ring  such  liability  must  make  a  return. 
The  returns  prescribed  by  this  subsection  nuist  bt;  filed  on  or  before  the  last  day 
of  the  month  following  the  close  of  the  calendar  quarter  in  which  the  date  of 
enactment  occurs,  or  at  such  later  time  as  the  Secretary  of  the  Treasury  or  his 
delegate  may  j)rescribe. 

Exhibit  67, — Joint  release,  May  2,  1967,  of  the  Treasury  Department  and  Federal 
Reserve  Board  on  exchange  of  letters  on  German  reserve  policy 

Public  announcements  were  made  today  by  the  United  States,  British,  and 
German  Governments  on  the  results  of  discussions  among  the  three  countries 
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concerning  their  military  forces  in  NATO  and  the  balance-of-payments  con- 
sequences of  United  States  and  United  Kingdom  troop  deployments  in  Germany. 
The  U.S.  press  release  refers  to  the  fact  that  the  German  Bundesbank,  in  agree- 
ment with  the  German  Government,  has  made  known  its  intention  to  continue 
its  practice  of  not  converting  dollars  into  gold  as  part  of  a  policy  of  international 
monetary  cooperation. 

In  this  connection,  the  Treasury  Department  and  the  Federal  Reserve  Board 
are  releasing  herewith  the  texts  of  an  exchange  of  letters  between  the  President 
of  the  Bundesbank,  Karl  Blessing,  and  the  Chairman  of  the  Federal  Reserve 
Board,  William  IMcChesney  Martin,  Jr.,  concerning  the  Bundesbank's  general 
reserve  policy.  Also  released  was  the  text  of  a  letter  to  the  Bundesbank  from 
Chancellor  Kiesinger,  stating  that  the  German  Government  supports  the  Bundes- 
bank's policy. 

April  13,  1967. 
Hon.  Karl  Blessing, 
President,  Deutsche  Bundesbank, 
Frankfurt  (Main),  Germany. 

Dear  Karl:  I  am  pleased  to  acknowledge  receipt  of  your  letter  of  March  30j 
1967,  together  with  a  copy  of  the  letter  from  Chancellor  Kiesinger  to  you  of  the 
same  date. 

Your  letter  speaks  for  itself  regarding  the  Bundesbank's  policy  with  respect 
to  conversions  of  dollars  into  gold  from  the  U.S.  Treasury,  and  the  support  of 
the  Government  of  the  Federal  Republic  of  Germany  for  this  policy  is  made 
amply  clear  in  the  Chancellor's  letter. 

I  am  deeplj"  grateful  for  your  efforts  and  understanding  in  bringing  this  about 
and  I  am  sure  it  will  prove  mutually  very  helpful.  Please  accept  my  warm  appre- 
ciation. 

With  all  good  wishes. 
Sincerely  yours, 

Wm.  McC.  Martin,  Jr. 

Der  Prasident, 
Deutsche  Bundesbank, 
Frankfurt  am  Main,  March  30,  1967. 
Mr.  Wm.  McC.  Martin,  Jr., 

Chairman,  Board  of  Governors,  Federal  Reserve  System 
Washington,  D.C.  20551. 

Dear  Mr.  Martin:  There  occasionally  has  been  some  concern  expressed  in 
the  United  States  that  DM  expenditures  resulting  from  the  presence  of  American 
troops  in  Germany  lead  to  United  States  losses  of  gold. 

In  this  connection  we  would  like  to  point  out  three  things.  (1)  Changes  in 
Bundesbank  reserves  reflect  a  combination  of  developments  in  all  parts  of  the 
German  balance  of  payments;  (2)  DM  expenditures  for  American  troops  in  Ger- 
many and  compensating  German  military  purchases  in  the  United  States  are  only 
two  factors  in  that  balance;  (3)  German  foreign  exchange  reserves  have  shown 
very  little  net  change  over  the  past  several  years. 

Furthermore,  the  situation  should  be  viewed  within  the  context  of  the  general 
reserve  policy  of  the  Bundesbank.  You  are,  of  course,  well  aware  of  the  fact  that 
the  Bundesbank  over  the  past  few  years  has  not  converted  any  of  the  dollars 
accruing  out  of  German  foreign  exchange  surpluses  into  gold  from  the  U.S. 
Treasury.  The  increases  in  our  gold  reserves  over  these  years  came  about  mostly 
through"^  gold  sales  of  the  IMF  in  connection  with  the  DM  purchases  for  the 
British  drawings  in  the  IMF  and  through  our  participation  in  the  Central  Banks' 
Gold  Pool. 

By  refraining  from  dollar  conversions  into  gold  from  the  U.S.  Treasury  the 
Bundesbank  has  intended  to  contribute  to  international  monetary  cooperation 
and  to  avoid  any  disturbing  eff"ects  on  the  foreign  exchange  and  gold  markets. 
You  may  be  assured  that  also  in  the  future  the  Bundesbank  intends  to  continue 
this  policy  and  to  play  its  full  part  in  contributing  to  international  monetary 
cooiDeration. 

Sincerely  yours, 

Karl  Blessing. 
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[Translation] 

The  Federal  Chancellor, 
Federal  Republic  of  Germany, 

Bonn,  March  30,  1967. 
Mr.  Karl  Blessing, 
President  of  the  German  Federal  Bank  {Deutsche  Bundesbank) ,  Frankfurt  I  Main. 

Dear  Mr.  Blessing:  The  Federal  Government  has  taken  note  of  the  letter 
of  March  30,  1967  from  the  Bundesbank  to  the  Chairman  of  the  Federal  Reserve 
Board.  The  Federal  Government  approves  of  the  content  of  this  letter  and  sup- 
ports the  policy  of  international  monetary  cooperation,  reflected  therein.  The 
Federal  Government  bases  its  approval  on  the  assumption  that  the  American 
partners  will  consider  the  Bundesbank's  declaration  of  intent  to  be  a  contribution 
toward  facilitating  the  progress  of  the  offset  negotiations  with  respect  to  the 
period  after  July  1,  1967. 

The  Federal  Government  has  also  taken  note  of  the  intention  of  the  Bundes- 
bank to  purchase  with  reserve  funds  U.S.  Government  medium-term  securities 
in  the  total  amount  of  $500  million  in  four  equal  quarterly  installments,  beginning 
July  1,  1967. 

Very  sincerely  yours, 

(Signed)     Kiesinger. 


Exhibit  68. — Press  release,  May  2,  1967,  announcing  the  signing  of  an  exchange 
agreement  by  the  United  States  and  Argentina 

Secretary  of  the  Treasury  Henry  H.  Fowler,  the  Ambassador  of  Argentina, 
Alvaro  C.  Alsogaray,  and  the  President  of  the  Central  Bank  of  Argentina,  Pedro  E. 
Real,  today  signed  a  $75  million  exchange  agreement  between  the  United  States 
Treasury  and  the  Government  and  Central  Bank  of  Argentina. 

The  exchange  agreement  is  for  a  1-year  period.  It  is  designed  to  assist  Argentina 
in  its  eif orts  to  promote  economic  stability  and  freedom  in  its  trade  and  exchange 
system.  The  agreement  provides  for  the  conduct  of  exchange  operations,  as  deemed 
mutuallj'  desirable  and  advantageous.  The  United  States  may  purchase  Argentine 
pesos  with  dollars  from  time  to  time,  and  Argentina  will  subsequently  repurchase 
the  pesos. 

These  operations  will  have  as  their  objective  maintenance  of  the  stability  of 
the  U.S.  dollar/ Argentine  peso  exchange  rate  and,  thereby,  the  promotion  of  con- 
fidence in  the  foreign  exchange  market  and  increasing  trade  and  other  exchanges 
between  the  two  countries. 

The  agreement  signed  today  complements  the  $125  million  standby  arrange- 
ment with  Argentina  announced  on  May  1,  1967,  by  the  International  Monetary 
Fund. 


Exhibit  69. — Press  release,  June  26,  1967,  announcing  an  increase  in  the  amount 
of  the  exchange  stabilization  agreement  between  the  United  States  and  Mexico 

Secretary  of  the  Treasury  Henry  H.  Fowler  and  the  Ambassador  of  Mexico, 
Hugo  B.  Margain  have  completed  an  exchange  of  letters  increasing  the  amount 
of  the  existing  Exchange  Stabilization  Agreement  between  the  two  countries  from 
$75  million  to  $100  million. 

The  existing  agreement  was  signed  on  December  30,  1965,  for  the  2-year  period 
ending  December  31,  1967,  by  the  United  States  Treasury,  the  Bank  of  Mexico, 
and  the  Government  of  Mexico.  The  agreement  provides  reciprocal  swap  facilities 
available  for  use  both  by  Mexico  and  by  the  United  States.  These  facilities  enable 
the  financial  authorities  in  both  countries  to  cooperate  in  the  conduct  of  stabili- 
zation operations  deemed  mutually  desirable  from  time  to  time  to  provide  stable 
and  orderly  conditions  in  the  exchange  markets. 
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Exhibit  70. — Other  Treasury  testimony  published  in  hearings  before  congres- 
sional committees,  July  1,  1966- June  30,  1967 

Secretary  Fowler 

Statement  published  in  hearings  before  the  Committee  on  Finance,  U.S.  Senate, 
89th  Congress,  2d  session,  on  H.R.  13103,  an  act  to  amend  the  Internal  Revenue 
Code  of  1954  to  provide  equitable  tax  treatment  for  foreign  investment  in  the 
United  States,  August  8,  1966,  pages  29-44. 

Statement  on  the  U.S.  balance  of  payments  and  better  international  financial 
arrangements  published  in  hearings  before  the  Joint  Economic  Committee  (Part 
I),  U.S.  Congress,  90th  Congress,  1st  session,  February  6,  1967,  pages  152-170. 

Statement  on  the  U.S.  balance  of  payments,  published  in  hearings  before  the 
Committee  on  Banking  and  Currency,  House  of  Representatives,  90th  Congress, 
1st  session,  March  13,  1967,  pages  7-17. 

Under  Secretary  Barr 

Statement  published  in  hearings  before  the  Committee  on  Foreign  Relations, 
U.S.  Senate,  90th  Congress,  1st  session,  on  S.  1688,  a  bill  to  amend  the  Inter- 
American  Development  Bank  Act  to  authorize  the  United  States  to  participate 
in  an  increase  in  the  resources  of  the  Fund  for  Special  Operations  of  the  Inter- 
American  Development  Bank,  and  for  other  purposes.  May  18,  1967,  pages  2-6. 

Statement  published  in  hearings  before  the  Subcommittee  on  Mines  and  Mining 
of  the  Committee  on  Interior  and  Insular  Affairs,  House  of  Representatives, 
90th  Congress,  1st  session,  on  H.R.  3274,  8803,  and  similar  bills  on  gold  subsidy 
legislation,  June  2,  1967,  pages  137-140. 

Under  Secretary  for  Monetary  Affairs  Deming 

Statement  published  in  hearings  before  the  Committee  on  Ways  and  Means, 
House  of  Representatives,  90th  Congress,  1st  session,  on  H.R.  3813,  a  bill  to 
provide  an  extension  of  the  interest  equalization  tax  and  for  other  purposes, 
February  15,  1967,  pages  7-16. 

Assistant  Secretary  Davis 

Statement  published  in  hearings  before  the  Subcommittee  on  International 
Finance  of  the  Committee  on  Banking  and  Currency,  House  of  Representatives, 
90th  Congress,  1st  session,  on  H.R.  9547,  a  bill  to  authorize  the  United  States  to 
participate  in  an  increase  in  the  resources  of  the  Fund  for  Special  Operations  of 
the  Inter- American  Development  Bank,  and  for  other  purposes.  May  3,  1967, 
pages  25-28. 

Statement  published  in  hearings  before  the  Committee  on  Foreign  Relations, 
U.S.  Senate,  90th  Congress,  1st  session  on  S.  1688,  a  bill  to  amend  the  Inter- 
American  Development  Bank  Act  to  authorize  the  United  States  to  participate 
in  an  increase  in  the  resources  of  the  Fund  for  Special  Operations  of  the  Inter - 
American  Development  Bank,  and  for  other  purposes.  May  18,  1967,  pages  31-36  . 

Assistant  Secretary  Knowlton 

Statement  published  in  hearings  before  the  Committee  on  Finance,  U.S.  Senate, 
89th  Congress,  2d  session,  on  Senate  Joint  Resolution  115,  a  joint  resolution  to 
require  that  reports  on  imports  into  the  United  States  include  the  landed  value 
of  articles  imported,  and  for  other  purposes,  August  31,  1966,  pages  27-39. 
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Silver  Legislation 

Exhibit  71, — An  act  to  authorize  adjustments  in  the  amount  of  outstanding  silver 
certificates  and  for  other  purposes 

[Public  Law  90-29,  90th  Congress,  S.  1352,  June  24,  1967] 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  Slates  of  America  in  Congress  assembled,  That  the  Secretary    Silver  certificates, 
of  the  Treasury  is  authorized  to  d(!termine  from  time  to  time  the    Accounting 
amount  of  silver  certificates  (not  exceeding  $20(),00(),0()0  in  aggre-    adjustment, 
gate  face  value),  issued  after  June  30,  1929,  whicli  in  his  judgment 
have  been  destroyed  or  irretrievably  lost,  or  are  held  in  collections, 
and  will  never  be  presented  for  redemption.  In  the  case  of  each 
determination  he  sTaall  credit  the  api)ropriate  receipt  account  with 
an  equivalent  amovmt,  and  shall  reduce  accordingly  the  amount 
of  silver  certificates  outstanding  on  the  books  of  tlie  Treasury. 

Sec.  2.   Silver  certificates  shall  be  exchangeable  for  silver  bullion    Exchange 
for  one  year  following  the  enactment  of  this  Act.  Thereafter  they    limitation. 
shall  no  longer  be  redeemable  in  silver  but  shall  be  redeemable  from 
any  moneys  in  the  general  fund  of  the  Treasury  not  otherwise 
appropriated. 

Sec.  3.  Effective  upon  the  expiration  of  one  year  after  the  date 
of  enactment  of  this  Act,  section  2  of  the  Act  of  June  4,  1963,  as 
amended  (31  U.S.C.  405a-l),  is  amended  to  read  as  follows:  77  Stat.  54; 

"Sec.  2.  The  Secretary  of  the  Treasury  is  authorized  to  use  for    79  Slat.  257. 
coinage,  or  to  sell  on  such  terms  and  conditions  as  he  may  deem 
appropriate,  any  silver  of  the   United  States  (other  than  silver 
transferi-ed  to  the  stockpiles  established  pursuant  to  the  Strategic 
and  Critical  Materials  Stock  Piling  Act)  at  a  price  not  less  than    60  Stat.  596. 
the  monetary  value  of  $1.292929292  per  fine  troy  ounce."  so  use  98-98h. 

Sec.  4.  From  and  after  the  date  of  enactment  of  this  Act,  and    Silver  held  in 
until  transferred  to  the  stockpiles  established  pursuant  to  the    reserve. 
Strategic  and  Critical  Materials  Stock  Piling  Act  in  accordance 
with  this  Act,  the  Secretary  of  the  Treasury  shall  hold  as  a  reserve 
for  purposes  of  tlie  common  defense  not  less  than  one  hundred 
and  sixty-five  million  fine  troy  ounces  of  silver.  Upon  the  expiration    Transfer  to 
of  one  year  after  the  date  of  enactment  of  this  Act,  the  Secretary  of   stockpiles, 
the  Treasvu-y  shall  transfer  not  less  than  one  hiuidred  and  sixty-five 
million  fine  troy   ounces  of  silver  to  the  stockpiles  established 
pursuant  to  the  Strategic  and  Critical  Materials  Stock  Piling  Act. 
For  the  purposes  of  that  Act,  the  silver  shall  be  deemed  to  have 
been  transferred  pursuant  to  that  Act. 

Sec.  5.  The  last  sentence  of  section  3517  of  the  Revised  Statutes    Repeal. 
(31  U.S.C.  324)  is  repealed. 

Approved  June  24,  19G7. 

Organization  and  Procedure 

Exhibit  72. — Treasury  Department  orders  relating  to  organization  and  procedure 

No.  107,  Revision  No.  11,  April  13,  19G7. — Authority  To  Affix  Se.vl  of  the 
Treasury  Department 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury,  including 
the  authority  conferred  by  5  U.S.C.  301,  and  by  virtue  of  the  authority  delegated 
to  me  by  Treasury  Department  Order  No.  190,  Revision  4,  it  is  hereby  ordered 
that: 

1.  Excei)t  as  ])rovided  in  paragrajjh  2,  the  following  officers  are  authorized  to 
affix  the  Seal  of  the  Treasiu-y  Department  in  the  authentication  of  originals  and 
copies  of  books,  records,  i)apers,  writings,  and  dociunents  of  the  Department, 
for  all  i)urposes,  including  the  ])urposes  authorized  by  28  U.S.C.  1733(b): 
(a)   In  the  Office  of  Administrative  Services: 

(1)  Director  of  Administrative  Services 

(2)  Chief,  (ieneral  Services  Division 

(3)  Chief,  Printing  and  Procurement  Division 

(4)  Chief,  Directives  Control  and  Distribution  Branch 
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(b)  In  the  Internal  Revenue  Service: 

(1)  Commissioner  of  Internal  Revenue 

(2)  Director,  and  Assistant  Director,  Collection  Division 

(3)  Chief,    and   Assistant    Chief,    Disclosure   and   Liaison    Branch, 

Collection  Division 

(c)  In  the  Bureau  of  Customs: 

(1)  Commissioner  of  Customs 

(2)  Deputy  Commissioner  of  Customs 

(3)  Assistant  Commissioner  of  Customs  (Administration) 

(4)  Assistant  Commissioner  of  Customs  (Investigations) 

(5)  Assistant  Commissioner  of  Customs  (Operations) 

(6)  Assistant  Commissioner  of  Customs  (Regulations  and  Rulings) 

(d)  In  the  Bureau  of  the  Public  Debt: 

(1)  Commissioner  of  the  Public  Debt 

(2)  Deputy  Commissioner  in  Charge  of  the  Chicago  Office 

(3)  Assistant  Deputy  Commissioner  in  Charge  of  the  Chicago  Office 

2.  Copies  of  documents  which  are  to  be  published  in  the  "Federal  Register" 
may  be  certified  only  by  the  officers  named  in  paragraph  1(a)  of  this  Order. 

3.  The  Director  of  Administrative  Services,  the  Commissioner  of  the  Internal 
Revenue  Service,  and  the  Commissioner  of  the  Public  Debt  are  authorized  to 
procure  and  maintain  custody  of  the  dies  of  the  Treasury  Seal. 

The  officers  authorized  in  paragraph  1(c)  may  make  use  of  such  dies. 

A.  E.  Weatherbee, 
Assistant  Secretary  for  Administration. 

No.  128,  Revision  No.  2,  February  27,  1967. — Office  of  Foreign 
Assets  Control 

Treasury  Department  Order  No.  128  is  hereby  amended  to  read  as  follows: 
"By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury, 
including  Section  161  of  the  Revised  Statutes  (5  U.S.C.  22),  I  hereby  order 
that: 

"(1)  There  is  established  in  the  Treasury  Department  the  Office  o. 
Foreign  Assets  Control,  successor  to  Foreign  Funds  Control.  The  Office 
shall  function  under  the  immediate  supervision  of  a  Director  of  Foreign 
Assets  Control,  who  shall  be  designated,  with  my  approval,  by  the 
Assistant  Secretary  for  International  Affairs.  The  Director  shall  report 
to  the  Assistant  Secretary  for  International  Affairs  through  the  Assistant 
to  the  Secretary  (National  Security  Affairs). 

"(2)  The  Director  of  Foreign  Assets  Control  shall  exercise  and  per- 
form all  authority,  duties  and  functions  which  I  am  authorized  or  required 
to  exercise  or  perform  under 

(i)  Sections  3  and  5(b)  of  the  Trading  with  the  Enemy  Act,  as 
amended,  and  any  proclamations,  orders,  regulations,  or  rulings 
that  have  been  or  may  be  issvied  thereunder,  and 

(ii)   Executive  Order  11322  of  January  5,  1967,  issued  pursuant 

to  section  5  of  the  United  Nations  Participation  Act  of  1945  and  all 

other  authority  residing  in  the  President. 

"(3)   The  Director  of  Foreign  Assets  Control  shall  be  assisted  in  the 

exercise  and  performance  of  such  authority,  duties  and  functions  by 

such  assistants  and  other  staff  as  may  be  apjaointed  or  detailed  for  the 

i:)urpose. 

"(4)   This  order  shall  take  effect  immediately". 

Joseph  W.  Barr, 
Acting  Secretary. 

No.  145,  Revision  No.  3,  February  13,  1967. — Delegation  of  Functions 
TO  the  Heads  of  Bureaus  and  to  the  Commandant,  United  States  Coast 
Guard,  Pertaining  to  Claims 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reor- 
ganization Plan  No.  26  of  1950,  the  following  delegation  of  functions  is  hereby 
made: 

1.  To  the  head  of  each  bureau: 

(a)  The  functions  authorized  by  28  U.S.C.  2672,  to  consider,  ascertain, 
adjust,  determine,  compromise,  settle,  and  pay  or  transmit  for  payment 
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claims  for  money  damages  for  injury  or  loss  of  property  or  personal 
injury  or  death  caused  by  the  negligent  or  wrongful  act  or  omission  of 
any  employee  of  the  bureau  concerned;  and 

(b)   The  functions  authorized  by  the  act  of  December  28,  1922,  42 
Stat.  1066,  to  consider,  ascertain,  adjust,  and  determine  claims. 
2.  To  the  Commandant,  United  States  Coast  Guard: 

(a)  The  functions  authorized  by  14  U.S.C.  645,  to  consider,  adjust, 
determine,  settle,  and  pay  in  an  amount  not  in  excess  of  $1,000,  claims 
incident  to  activities  of  the  Coast  Guard,  and  to  prescribe  regulations, 
pertaining  thereto; 

(b)  The  functions  authorized  by  14  U.S.C.  646,  to  consider,  ascertain, 
adjust,  compromise,  settle,  and  pay  claims  for  damages  caused  by  vessels 
in  the  Coast  Guard  service,  and  for  compensation  for  towage  and  salvage 
services,  where  the  settlement  of  any  such  claim  does  not  exceed  $3,000; 
and 

(c)  The  functions  authorized  by  14  U.S.C.  647,  to  consider,  ascertain, 
adjust,  determine,  compromise,  or  settle  claims  for  damages  to  property 
of  the  United  States,  where  the  settlement  of  any  such  claim  does  not 
exceed  $3,000. 

The  authority  herein  delegated  to  the  heads  of  bureaus  and  to  the  Commandant 
of  the  Coast  Guard  may  be  redelegated  by  them  to  any  officer  or  employee  of 
their  respective  bureaus. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 

No.  147-1,  February  18,  1967. — Designation  op  the  Under  Secretary  to 
Perform  the  Functions  of  the  Special  Assistant  to  the  Secretary 
(for  Enforcement) 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury,  including 
the  authority  in  Reorganization  Plan  No.  26  of  1950,  the  Under  Secretary  is 
designated,  effective  immediately,  to  perform  the  functions  of  the  Special  Assistant 
to  the  Secretary  (for  Enforcement),  until  a  new  Special  Assistant  to  the  Secretary 
(for  Enforcement)  has  been  appointed  and  assumes  the  duties  of  the  office. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 

No.    147-2,    March   23,    1967. — Transfer  of   Certain   Interpol  Functions 
From  the  Office  of  the  Secretary  to  the  Bureau  of  Narcotics 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury,  and  by 
virtue  of  the  authority  vested  in  me  by  Treasury  Department  Order  No.  190, 
Revision  4,  it  is  hereby  ordered  that  staff  and  operations  services  will  be  furnished 
by  the  Bureau  of  Narcotics  to  the  U.S.  representative  to  the  International 
Criminal  Police  Organization  (INTERPOL).  These  services  will  be  performed 
under  the  supervision  of  the  Commissioner  of  Narcotics,  and  will  consist  of 
receipt,  transmittal,  processing,  and  handling  of  correspondence,  inquiries, 
inv(^stigative  referrals  and  the  like  from  and  to  the  Secretariat  of  Interpol  and  its 
individual  national  bureaus.  Policy  questions  relating  to  Interpol  dues,  Interpol 
functions,  obligations  of  membership  and  agenda  of  and  representation  at  Interpol 
conferences  and  General  Assembly  sessions  will  continue  to  be  referred  to  the 
Director,  Office  of  Law  Enforcement  Coordination,  as  the  U.S.  representative 
to  Interpol. 

Such  positions,  records,  and  equipment  which  are  determined  by  the  Assistant 
Secretary  for  Administration  and  the  Commissioner  of  Narcotics  to  be  necessary 
to  the  performance  of  the  staff  and  operations  services  described  above  shall  be 
transferred  from  the  Office  of  the  Secretary  to  the  Bureau  of  Narcotics.  Such 
funds  as  are  necessary  to  the  performance  of  the  said  services  shall,  for  the  period 
July  1,  1967,  through  Jime  30,  1968,  be  transferred  to  the  Bureau  of  Narcotics, 
and  an  appropriate  reimbursement  to  the  Bureau  of  Narcotics  shall  be  made  for 
the  current  fiscal  year  by  the  Office  of  the  Secretary. 

Joseph  W.  Barr, 
Under  Secretary  of  the  Treasury. 
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No.   147-3,  March    23,    1967. — Designation    op    Acting   Director,    Office 
OF  Law  Enforcement  Coordination 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury,  and  by 
virtue  of  the  authority  vested  in  me  by  Treasury  Department  Order  No.  190, 
Revision  4,  Executive  Assistant  to  the  Special  Assistant  (for  Enforcement) 
Anthony  A.  Lapham  is  designated,  effective  12:  01  a.m.,  March  27,  1967,  to  serve 
as  Acting  Director,  Office  of  Law  Enforcement  Coordination,  with  the  authority 
to  perform  all  functions,  without  limitation,  now  authorized  to  be  performed 
by  the  Director,  Office  of  Law  Enforcement  Coordination.  Mr.  Lapham  will 
continue  to  serve  in  this  capacity  until  further  notice. 

Joseph  W.  Barr, 
Under  Secretary  of  the  Treasury. 

No.     160-1,     Revised    January     17,     1967. — Atomic    Energy    Commission 

Restricted  Data 

The  Director,  Office  of  Security,  is  hereby  designated  as  liaison  officer  between 
the  Department  of  the  Treasury  and  the  Atomic  Energy  Commission  on  aU 
matters  pertaining  to  clearances  of  department  personnel  for  access  to  Atomic 
Energy  Commission  restricted  data. 

The  head  of  each  bureau  or  office  concerned  with  Atomic  Energy  Commission 
restricted  data  matters  shall  promptly  designate  an  officer  to  serve  as  liaison 
between  that  biu-eau  or  office  and  the  Director,  Office  of  Security,  and  shall 
notify  such  latter  officer  in  writing  of  such  designation. 

The  head  of  each  bureau  or  office  of  the  department  concerned  with  Atomic 
Energy  Commission  restricted  data  matters  shall  promptly  designate  an  officer 
to  serve  as  Restricted  Data  Control  Officer  for  such  bureau  or  office.  Such  Officer 
shall  receive  and  receipt  for  all  restricted  data  received  from  the  Atomic  Energy 
Commission  and  shall  be  responsible  and  accountable  for  it.  Notification  shall 
be  given  to  the  Atomic  Energy  Commission  in  writing  of  such  designation. 

The  law  strictly  forbids  any  person  to  have  access  to  Atomic  Energy  Com- 
mission restricted  data  unless  and  until  he  has  been  cleared  by  the  Atomic  Energy 
Commission  for  access  to  such  restricted  data.  All  persons  receiving  documents 
classified  as  "Atomic  Energy  Commission  Restricted  Data,"  regardless  of  the 
source  from  which  received,  shall  immediately  notify  the  Restricted  Data  Control 
Officer  of  his  bureau  or  office. 

A.  E.  Weatherbee, 
Assistant  Secretary  for  Administration. 

No.  167-71,  Revision  No.  1,  September  7,  1966. — Delegation  to  the  Com- 
mandant, U.S.  Coast  Guard,  all  Functions  of  the  Secretary  of  the 
Treasury  under  Title  37,  United  States  Code 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Re- 
organization Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  there  are 
transferred  to  the  Commandant,  U.S.  Coast  Guard,  all  functions  of  the  Secretary 
of  the  Treasury  under  Title  37,  United  States  Code. 

This  order  supersedes  Treasury  Department  Orders  No.  167-12,  dated  Septem- 
ber 27,  1954;  No.  167-34,  dated  September  24,  1958;  and  No.  167-69,  dated 
October  20,  1965.  Treasury  Department  Orders  No.  167-3,  dated  May  6,  1953; 
No.  167-17,  dated  June  29,  1955;  No.  167-18  (Rev.  1),  dated  July  11,  1958;  and 
No.  167-19,  dated  January  6,  1956,  are  also  superseded  insofar  as  they  relate  to 
Title  37,  United  States  Code,  but  all  other  provisions  of  these  orders  remain 
valid. 

True  Davis, 
Assistant  Secretary  of  the  Treasury. 

No.  167-75,  July  18,  1966. — Delegation  of  Authority  to  the  Commandant, 
U.S.  Coast  Guard,  Pertaining  to  the  Awarding  of  the  National  Defense 
Service  Medal  to  Coast  Guard  Military  Members 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Re- 
organization Plan  No.  26  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  there  is  hereby 
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transferred  to  the  Commandant,  U.S.  Coast  Guard,  the  authority  of  the  Secretary 
of  the  Treasury  contained  in  Executive  Order  No.  10448  (as  amended  by  l']xecii- 
tive  Order  No.  11265)  pertaining  to  the  awarding  of  the  National  Defense  Service 
Medal  to  Coast  Guard  military  members. 

This  order  supersedes  the  regulations  (implementing  Executive  Order  No. 
10448)  previously  approved  by  the  Secretary  in  a  letter  to  the  Commandant 
dated  July  21,  1953. 

True  D.wis, 
Assistant  Secretary  of  the  Treasury. 

No.  167-76,  August  11,  1966. — Delegation  of  Authority  to  the  Commandant, 
U.S.  Coast  Guard,  Concerning  the  Leasing  of  Certain  Housing  Facilities 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Ti-easury  by  Re- 
organization Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  there  are 
hereby  transferred  to  the  Commandant,  U.S.  Coast  Guard,  the  finictions  of  the 
Secretary  contained  in  section  2  of  Public  Law  89-381,  concerning  the  leasing 
of  certain  housing  facilities  for  use  as  pubhc  quarters  for  military  personnel  and 
their  dependents. 

James  Pomeroy  Hendrick, 
Acting  Assistant  Secretary  of  the  Treasury. 

No.  167-77,  August  12,  1966.- — Delegation  of  Authority  to  Officials  of 
the  U.S.  Coast  Guard  To  Authorize  the  Publication  of  Advertisements, 
Notices,  or  Proposals 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury,  and 
pursuant  to  the  provisions  of  the  act  of  August  2,  1946,  C.  744,  section  12,  60 
Stat.  809  (5  U.S.C.  22a),  there  is  hereby  delegated  to  the  following  officials  of 
the  U.S.  Coast  Guard  the  authority  to  authorize  the  publication  of  advertise- 
ments, notices,  or  proposals  in  commercial  newspapers,  periodicals,  and  other 
media  for  the  recruitment  of  civilian  personnel  to  serve  in  the  U.S.  Coast  Guard. 
Commandant 
Assistant  Commandant 
Chief  of  Staff 
Chief,  Office  of  Personnel 
Chief,  Civilian  Personnel  Division 
The  administrative  duties  involved  in  accomplishing  the  advertising  may  be 
assigned  to  such  subordinate  officials  as  may  be  required. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 

No.  167-78,  August  24,  1966. — Delegation  to  the  Commandant,  U.S.  Coast 
Guard,  of  Functions  Relating  to  the  Administration  of  the  Coast  Guard 
Aviation  Cadet  Training  Program 

By  virtue  of  the  authority  vested  in  the  Secretary  of  tlie  Treasury  by  Re- 
organization Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  piu'suant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  there  are 
hereby  transferred  to  the  Commandant,  U.S.  Coast  Guard,  the  functions  of  the 
Secretary  contained  in  sections  371  and  373  (added  by  Public  Law  89-444)  of 
Title  14,  United  States  Code,  with  respect  to  the  administration  of  the  program 
for  the  training  of  Coast  Guard  aviation  cadets. 

James  Pomeroy  Hendrick:, 
Acting  Assistant  Secretary  of  the  Treasury. 

No.  167-79,  November  3,  1966. — Delegation  of  Authority  to  the  Com- 
mandant, U.S.  Coast  Guard,  Relating  to  the  Financing,  Maintenance, 
and    Operation   of   Housing   for   Military   Personnel 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reorgani- 
zation Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  there  are  trans- 
ferred to  the  Commandant,  U.S.  Coast  Guard,  the  functions  of  the  Secretary  of 
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the  Treasury  contained  in  42  U.S.C.  1594(0)  and  1594b  relating  to  the  fiuancins, 
maintenance,  and  operation  of  housing  for  military  personnel  of  the  Coast  Guard. 

True  Davis, 
Assislunt  Secretary  of  the  Treasury. 

No.  167-80,  January  17,  1967. — Delegation  to  the  Commandant,  U.S. 
Coast  Guard,  of  Authority  Concerning  the  Procural  of  Architectural 
and  Engineering  Services 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reorgani- 
zation Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (rev.  4),  tliere  is  hereby 
transferred  to  the  Commandant,  U.S.  Coast  Guard,  the  function  of  the  Secretary 
contained  in  5  U.S.C.  3109  concerning  the  procural  of  architectural  and  engineering 
services. 

This  authority  may  be  redelegated  to  subordinates  in  the  Coast  Guard  as 
deemed  necessary  by  the  Commandant. 

True  Davis, 
Assistant  Secretary  of  the  Treasury. 

No.  167-81,  January  30,  1967. — Identification  of  Certain  Functions 
Performed  by  the  Bureau  of  Customs  as  Functions  Relating  to  the 
U.S.  Coast  Guard  and  Delegation  op  Such  Functions  to  the  U.S.  Coast 
Guard 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury  by  law, 
including  Reorganization  Plan  No.  26  of  1950  and  section  301,  Title  5,  United 
States  Code,  it  is  hereby  ordered  that: 

1.  Functions  that  the  Commissioner  of  Customs  has  been  authorized  to  perform 
under  prior  delegations  of  authority  which  are  "functions  *  *  *  relating  to  the 
Coast  Guard,"  witliin  tlie  meaning  of  section  6(b)(1)  of  the  Department  of 
Transportation  Act  (Public  Law  89-670),  are  hereby  identified  as  those  functions 
pertaining  to: 

(a)  Admeasurement  of  vessels; 

(b)  Documentation  of  vessels  and  preparation  and  publication  of  merchant 
vessel  registers ; 

(c)  Pk,egistration  of  stack  insignia;  and 

(d)  Port  security. 

2.  The  functions  identified  in  section  1  of  this  order  as  functions  "relating  to 
the  Coast  Guard"  are  hereby  transferred  to  the  Commandant,  U.S.  Coast  Guard. 
This  transfer  shall  be  effective  February  24,  1967.  The  functions  herein  delegated 
to  the  Commandant  may  be  delegated  by  him  to  subordinates  in  such  manner 
as  he  shall  direct. 

3.  Such  positions,  personnel,  funds,  records,  and  equipment  as  are  determined 
by  the  Assistant  Secretary,  who  has  supervision  over  the  activities  of  the  U.S. 
Coast  Guard  and  the  Bureau  of  Customs,  and  the  Assistant  Secretary  for  Admin- 
istration to  be  necessary  to  perform  the  functions  hereby  transferred  to  the 
Commandant,  U.S.  Coast  Guard,  shall  be  transferred  to  the  U.S.  Coast  Guard 
as  of  February  24,  1967. 

Joseph  W.  Barr, 
Under  Secretary  of  the  Treasury. 

No.    170-11,    September    14,    1966. — Establishment    op    Office    of    Radio 
Frequency  Management 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury,  including 
the  authority  in  Reorganization  Plan  No.  26  of  1950,  and  the  authority  delegated 
to  me,  including  that  delegated  by  Treasury  Department  Order  No.  190,  (rev.  4), 
dated  December  15,  1965,  there  is" hereby  established  an  Office  of  Radio  Frequency 
Management  in  the  Office  of  the  Secretary. 

The  Office  of  Radio  Frequency  Management  shall  be  under  the  policy  guidance 
of  the  Assistant  Secretary  for  Administration,  and  under  the  immediate  direction 
of  the  Director,  Office  of  Administrative  Services.  The  Director  of  the  Office  of 
Radio  Frequency  Management  shall  be  responsible  for  administering  the  radio 
frequency  spectrum  management  and  electromagnetic  compatibility  programs  of 
the  Treasury  Department.  The  functions  of  this  Office  shall  include,  but  shall 
not  be  limited  to,  the  following: 
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Coonlinalo  uU  radio  fn;(|Uoncy  .spoctrum  utilization  by  hiirouu.s  and  Horvicos 
of  tho  Treasury  Department  and  be  responsible  for  the  formulation,  after 
consultation  with  appropriate  officials  in  the  bureaus  and  services  involved, 
of  overall  jjolicies  and  standards  tlxjrefor. 

Provide  competent  and  effcjctive  representation  for  the  Treasury  Depart- 
ment on  the  Interdepartment  I'aflio  Advisory  Committee  (IRAC)  and  its 
subcommittees,  the  State  D<;partment  Telecommunications  Coordinating 
Committee  (TCC),  and  all  other  national  and  international  organizations 
having  responsibilities  for  regulation  of  the  use  of  the  rarlio  spectrum. 

Promote  and  encourage  the  adoption  of  uniform  radio  frecjuency  utilization 
practices  and  standards  within  the  Treasury  Department  that  will  facilitate 
interbureau  cooperation  and  enhance  the  overall  effectiveness  of  radio 
operations  throughout  the  Department. 

Institute  and  adiriinister  such  programs  as  necessary  to  insure  that  all 
Tr(;asury  D<;partment  radio  op(!rations  are  carried  out  in  conformity  with 
pertinent  national  and  international  polici(!8  and  regulations. 

Assist  and  advise  cognizant  officials  in  the  several  l^ureaus  and  services 
in  the  resolution  of  technical  and  operational  problems  arising  from  use  of 
the  radio  spectrum. 

S(!rve  as  the  focal  point  within  the  Department  for  liandling  all  radio 
frequency  utilization  matters  referrefl  to  the  Department  by  national  and 
int<!rnational  organizations  concerned  with  the  regulatory  aspects  of  radio 
operations. 
Such   funds,   personnel,   records,   furniture,    and  equipment  as   are   mutually 
fletermined  by   the   Assistant  Secretary  for  Administration  and  the   Assistant 
Commandant,   U.S.  Coast  Guard,  to  be  necessary  in  the  ptirformance  of  these 
duties  and  functions  shall  be  transf(!rred  or  reassigned  from  the  Telecommunica- 
tions Liaison  Staff,  U.S.  Coast  Guard  Headquarters,  to  the  Office  of  the  Secretary. 
This  order  shall  become  effective  September  26,  1966. 

A.  E.  Weatheubee, 
Assistant  Secretary  for  Administration. 

No.  175-4,  August  30,  1966. — Transfer  to  the  Internal  Revenue  Service  of 
Functions  Rklatino  to  Enrollment  To  Practice  Before  the  Internal 
Revenue  Service 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reor- 
ganization Plan  No.  26  of  1950  and  under  tho  authority  vested  in  me  V^y  Treasury 
Department  Order  No.  190  (rev.  4),  it  is  hereby  orcUinul  that  the  functions  relating 
to  enrollin(!nt  to  ])ractice  before  the  Internal  Revenue  Service  are  transferred  from 
the  Office  of  tlu;  Director  of  Practice  in  the  Office  of  the  General  Counsel  to  the 
Internal  Revenue  Service. 

Such  personnel,  records,  and  equipment  as  are  determined  by  the  General 
Counsel  and  the  Commissioner  of  Internal  Revenue  to  be  necessary  to  perform  the 
functions  relating  to  enrollment  shall  be  transferred  to  the  Internal  Revenue 
S(!rvice  as  of  September  13,  1966. 

Fred  B.  Smith, 

General  Counsel. 

No.    191-1,   May   29,    1967. — Designation  of  Deputy  to  the 
Assistant  Secretary 

Mr.  Matthew  J.  Marks  is  hereby  designated  as  Deputy  to  the  Assistant  Secre- 
tary. Notwithstanding  the  provisions  of  Treasury  Department  Order  No.  191 
(rev.  3),  Mr.  Marks  sliall  serve,  at  the  phsasure  of  the  Secretary,  as  the  deputy  of 
the  Assistant  S(!orotary  having  r(!S]K)nsibility  for  supervision  of  the  Bureaus  of 
Customs  and  Engraving  and  Printing.  He  shall  have  authority  to  perform,  during 
the  absence  of  his  principal,  any  function  his  principal  is  authorized  to  perform, 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 
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No.  193-1,  Revision  No.  1,  January  19,  1967. — Delkuation  of  Autiiouity  to 

THE  DiUECTOR,  OFFICE  OF  DOMESTIC    GoLU  AND    SiLVEU    OPERATIONS,  To    SlON 

AND  Issue  Certain  Documents 

Treasury  Department  Order  No.  193-1,  dated  October  1,  1961,  is  revised  us 
follows: 

The  Director,  OfTici!  of  Domestic  Cold  and  Silver  Operations,  is  authorized  to 
sign  and  issue  uncUu-  his  odicial  title,  any  documents,  licenses,  and  other  papers 
which  are  appropriate  to  the  performance  of  the  responsibilities  and  functions 
imposed  upon  the  Under  Secretary  for  Monetary  Affairs  by  part  54  of  Title  31  of 
the  Code  of  Federal  Regulations. 

The  authority  vested  in  the  Director,  Office  of  Domestic  Gold  and  Silver  Opera- 
tions, by  this  order  and  by  parts  rA,  81,  and  93  of  Title  31  of  the  Code  of  Federal 
Regulations  may  be  delegated  by  him  upon  such  terms  and  conditions  as  ho  deems 
appropriate. 

FuEOERicK  L.  Demi  no. 
Under  Secretary  of  the  Treasury  for  Monetary  Affairs. 

No.  205,  Revised  March  29,  1967. — Delegation  of  Authority  to  the  Direc- 
tor OP  THE  Mint  to  Procure  for  the  Minting  of  Clad  Coins 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury,  including 
the  authority  in  Reorganization  Plan  No.  26  of  1950,  there  is  hereby  delegated  to 
the  Director  of  the  Mint,  without  limitation  and  with  authority  to  riMlcilegate,  all 
the  authority  vested  in  the  Secretary  of  tlie  Treasury  under  section  103  of  the  act 
of  Jidy  23,  1965,  Public  Law  89-Sl,  relating  to  tlie  procurement  of  equipment, 
manufacturing  facilities,  patents,  patent  rights,  technical  knowledge  and  assist- 
ance, metallic  strip,  and  other  materials  necessary  to  ])ro{Uice  rapidly  an  adecjuatci 
supply  of  clad  coins. 

This  order  shall  be  effective  immediately  and  supersedes  Treasury l)ei)artment 
Order  No.  205  dated  July  26,  1965. 

Henry  II.  Fowler, 
Secretary  of  the  Treasury. 

No.    209,    August    12,    1966. — Treasury    Department    Utilization    of   the 
Department  of  Defense  Industrial  Security  Program 

To  provide  for  the  Treasury  Department,  when  acting  as  a  "contracting  agency" 
to  participate  as  a  user  agency  in  th(>  Dei);u-tnu'nt  of  Defense  Industrial  Security 
Program.  This  program  and  tlie  regulations  tiiereof  liavis  been  develoi)ed  i)ursuant 
to  Executive  Order  10865,  as  amended,  to  protect  (1)  release  of  classified  informa- 
tion to  or  within  U.S.  industry  that  relate;  to  bidding  on,  or  tiu;  negotiation, 
award,  performance,  or  t(>rmination  of,  contrncts  and  (2)  other  nileases  of  classi- 
fied information  to  or  wifhin  industry  by  Government  agencies  who  have  re- 
sponsibility for  the  safeguarding  of  such  classified  information. 

Sec.  1.  Definitions 

The  following  terms,  ;is  used  lierein,  shall  have  the  m(!anings  specified: 

A.  "Department"  means  the  Dei)artment  of  the  Treasury. 

B.  "Secretary"  means  the  Secretary  of  the  Treasury. 

C.  "Head  of  the  Bureau"  me;uis  the  Head  of  the  Bureau,  Independent  Office 
or  Division  of  a  Department,  from  which  flie  case  emaiuites. 

Sec.  2.  Piu)gram  Objective 

The  security  of  the  United  States  deptsnds  in  p:irt  upon  the  proper  safeguarding 
of  classified  inform:ition  releasc^d  to  industry.  The  objective  of  the  Industrial 
Security  Program  is  to  assure  the  safeguarding  of  classified  informaf ion  in  the 
hands  of  U.S.  industry.  The  objective  of  the  Dei)artin(>nt  of  Defense  Industrial 
Security  Regulations  is  to  set  forth  the  industrial  security  program,  policies, 
practices,  and  procedures  usc^d  internally  i)y  tin;  Department  of  Defense  to 
insure  maximum  uniformity  iuid  effectiveness  in  its  application  throughout 
industry. 

Sec.  3.  Agreement 

An  agreem(!nt  between  the  Department  of  Defense  and  the  Department  of 
the  Treasury  was  executed  on  April  21,  1965  which  provides  for  inclusion  of  the 
Treasury  Department  as  a  "user  agency"  in  the  program. 
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Sec.  4.  Program  Outline,  Authority,  Scope 

A.  The  Deputy  Director  of  Contract  'Administration  Services,  Defense  Supply 
Agency  (DSA),  under  the  ])olicj'  guidance  of  the  Assistant  Secretary  of  Defense 
(Manpower),  develoj^ed  and  j^romulgated  the  Dci^artment  of  Defense  Industrial 
Security  Regulation  (DOD  5520.22R)  pursuant  to  the  National  Security  Act 
of  1947.  This  regulation  is  applicable  to  the  Office  of  the  Secretary  of  Defense, 
the  Departments  of  the  Army,  Navy,  Air  Force,  Treasury,  and  others,  hereinafter 
referred  to  as  "user  agencies"  in  all  industrial  security  relationships  with  U.S. 
industry.  The  regulation  implements  the  security  policies  established  by  the 
Assistant  Secretary  of  Defense  (Manpower)  and  establishes  the  procedures, 
requirements,  and  practices  concerned  with  the  effective  protection  of  classified 
information  in  the  hands  of  U.S.  industr}^  including  foreign  classified  information 
which  the  U.S.  Go\-ernment  is  obliged  to  protect  in  the  interest  of  national 
defense.  User  agencies  are  not  authorized  to  require  a  different  standard  of 
industrial  security  than  prescribed  in  the  regulations  except  as  specifically  Y>ro- 
vided  for  therein  in  exceptional  cases. 

B.  The  Secretarj^  of  Defense  is  authorized  to  act  in  behalf  of  user  agencies,  in 
rendering  industrial  security  services.  This  authority  is  contained  in  exchanges  of 
letters  between  participating  agencies  and,  for  the  Treasury  Department,  through 
execution  of  the  agreement  of  April  21,  1965.  The  Defense  Supply  Agency  (DSA) 
will  perform  all  cognizant  security  office  functions  i^rescribcd  l)y  the  regulations 
in  behalf  of  all  user  agencies.  User  agencies  will  perform  the  functions  of,  and  will 
have  the  authority  and  responsibility  prescribed  by,  the  regulation  and  in  the 
Industrial  Security  INIanual,  of  a  contracting  officer,  except  when  the  adminis- 
trative contracting  officer's  functions  are  delegated  or  assigned  to  the  Defense 
Supply  Agency. 

Sec.  5.  Procedure — Liaison 

A.  The  procedures  for  "user  agencies"  are  set  forth  in  the  publications  de- 
scribed in  section  6  and  provide  for  use  of  the  system  at  the  contracting-officer 
level  through  utilization  of  the  services  of  the  appropriate  Regional  Defense  Con- 
tract Administration  Services  Office.  Publications  shall  be  procured  through 
normal  sources. 

B.  The  Commandant  (OIN),  U.S.  Coast  Guard,  1300  E  Street  NW.,  Wash- 
ington, D.C.  20226,  is  designated  as  Liaison  Officer  for  this  program  as  it  applies 
to  the  Treasury  Department  and  the  latter  will  act  upon  request  in  any  dealmg 
involving  the  central  office  of  the  Defense  Supply  Agency. 

Sec.  6.  Publications 

A.  The  following  publications  are  essential  and  required  documentation  for 
the  im])lementation  of  this  program: 

(i)   Department  of  Defense  Industrial  Security  Regulation,  DOD  5220.22- R. 
(ii)   Department    of    Defense    Industrial    Security    Manual    for    Safeguarding 
Classified  Information,  DOD  5220.22-M. 

A.  E.  Weatherbee, 
Assistant  Secretary  for  Administration. 

No.   209,   Revised  January  11,   1967. — Treasury  Department  Utilization 
OF   the   Department   of  Defense   Industrial   Security   Program 

To  provide  for  the  Treasury  Department,  when  acting  as  a  "contracting  agency" 
to  participate  as  a  user  agency  in  the  Department  of  Defense  Industrial  Security 
Program.  This  ])rogram  and  the  regulations  thereof  have  been  developed  pursuant 
to  Executive  Order  10865,  as  amended,  to  protect  (1)  release  of  classified  informa- 
tion to  or  within  U.S.  industry  that  relate  to  bidding  on,  or  the  negotiation,  award, 
performance,  or  termination  of,  contracts  and  (2)  other  releases  of  classified 
information  to  or  within  industry  by  Government  agencies  who  have  responsibility 
for  the  safeguarding  of  such  classified  information. 

Sec.    1.   Definitions 

The  following  terms,  as  used  herein,  shall  have  the  meanings  specified: 

A.  "Department"  means  the  Department  of  the  Treasury. 

B.  "Secretary"  means  the  Secretary  of  the  Treasury. 

C.  "Head  of  the  Bureau"  means  the  Head  of  the  Bureau,  Independent  Office, 
or  Division  of  a  Department,  from  which  the  case  emanates. 
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Sec.   2.   Program   Objective 


hands  of  U.S.  industry.  The  objective  of  the  Department  of  Defense  Industrial 
Security  Reguhitions  is  to  set  forth  the  industrial  security  program,  policies, 
practices,  and  procedures  used  internally  by  the  Department  of  Defense  to  insure 
maximum  uniformity  and  effectiveness  in  its  application  throughout  industry. 

Sec.  3.  Agreement 

An  agreement  between  the  Department  of  Defense  and  the  Department  of 
the  Treasury  was  executed  on  May  26,  1965  which  provides  for  inclusion  of  the 
Treasury  Department  as  a  "user  agency"  in  the  program. 

Sec.   4.   Program   Outline,   Authority,   Scope 

A.  The  Deputy  Director  of  Contract  Administration  Services,  Defense  Supply 
Agency  (DSA),  under  the  policy  guidance  of  the  Assistant  Secretary  of  Defense 
(Manpower),  developed  and  promulgated  the  Department  of  Defense  Industrial 
Security  Regulation  (DOD  5520. 22  R)  pursuant  to  the  National  Security  Act  of 
1947.  This  regulation  is  applicable  to  the  Office  of  the  Secretary  of  Defense,  the 
Departments  of  the  Army,  Navy,  Air  Force,  Treasury,  and  others,  hei-einafter 
referred  to  as  "user  agencies"  in  all  industrial  security  relationships  with  U.S. 
industry.  The  regulation  implements  the  security  policies  established  by  the  Assist- 
ant Secretary  of  Defense  (Manpower)  and  establishes  the  procedures,  require- 
ments, and  practices  concerned  with  the  effective  protection  of  classified  informa- 
tion in  the  hands  of  U.S.  industry,  including  foreign  classified  information  which 
the  U.S.  Government  is  obliged  to  protect  in  the  interest  of  national  defense. 
User  agencies  are  not  authorized  to  requu'e  a  different  standard  of  industrial 
security  than  prescribed  in  the  regulations  except  as  specifically  provided  for 
therein  in  exceptional  cases. 

B.  The  Secretary  of  Defense  is  authorized  to  act  in  behalf  of  user  agencies,  in 
rendering  industrial  security  services.  This  authority  is  contained  in  exchanges 
of  letters  between  participating  agencies  and,  for  the  Treasury  Department, 
through  execution  of  the  agreement  of  Ai^rU  21,  1965.  The  Defense  Supply  Agency 
(DSA)  will  perform  all  cognizant  security  office  functions  prescribed  by  the  regula- 
tions in  behalf  of  all  user  agencies.  User  agencies  will  perform  the  functions  of,  and 
will  have  the  authority  and  responsibility,  prescribed  by  the  regulation  and  in  the 
Industrial  Security  Manual,  of  a  contracting  officer,  except  when  the  adminis- 
trative contracting  officer's  functions  are  delegated  or  assigned  to  the  Defense 
Supply    Agency. 

Sec.   5.   Procedure — Liaison 

A.  The  procedures  for  "user  agencies"  are  set  forth  in  the  publications  de- 
scribed in  section  6  and  provide  for  use  of  the  system  at  the  contracting-officer 
level  through  utilization  of  the  services  of  the  appropriate  Regional  Defense 
Contract  Administration  Services  Office.  Publications  shall  be  procured  through 
normal  sources. 

B.  The  Director  of  Administrative  Services  is  designated  as  Liaison  Officer  for 
this  program  as  it  applies  to  the  Treasury  Department  and  the  latter  will  act 
upon  request  in  any  dealing  involving  the  central  office  of  the  Defense  Supply 
Agency. 

Sec.    6.    Publications 

A.  The  following  publications  are  essential  and  required  documentation  for  the 
implementation  of  this  progiam: 

(i)  Department  of  Defense  Industrial  Security  Regulation,  DOD  5220.22-R. 
(ii)    Department    of    Defense    Industrial    Security    Manual   for    Safeguarding 
Classified  Information,  DOD  5220.22-M. 

A.  E.  Weatherbee, 
Assistant  Secretary  for  Administration. 
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Advisory  Committees 

Exhibit  73. — Advisory  committees  utilized  by  the  Treasury  Department  under 
Executive  Order  11007 

During  the  fiscal  year  1967,  the  advisory  committees  listed  below  were  con- 
tinued in  use  or  newly  established  after  a  finding  of  public  interest  by  the  Secretary 
of  the  Treasury  in  accordance  with  the  requirements  of  Executive  Order  11007, 
dated  February  26,  1962.  The  information  concerning  these  committees  is  being 
published  in  the  annual  report  in  compliance  with  section  10  of  the  order. 


Office  of  the  Secretary 

DEBT  MANAGEMENT  COMMITTEES 

The  Treasury  Department,  in  connection  with  debt  management  duties,  uses 
in  an  advisory  capacity  the  services  of  a  number  of  committees  representing 
organizations  which  form  a  cross  section  of  the  American  financial  community. 
The  committees  meet  periodically,  at  the  invitation  of  the  Treasury,  to  discuss 
and  advise  upon  current  and  future  Federal  financings.  The  Treasury  finds  dis- 
cussions with  these  advisory  groups  to  be  of  great  value,  primarily  in  assessing 
the  general  market  sentiment  prior  to  a  major  refinancing  of  maturing  obligations. 
Their  recommendations  are  carefully  considered  by  Treasury  officials  and  serve 
as  a  part  of  the  background  environment  for  the  final  financing  decisions.  These 
committees  are  as  follows: 

American  Bankers  Association,  Government  Borrowing  Committee 

Investment  Bankers  Association  of  America,  Governmental  Securities 
Committee 

National  Association  of  Mutual  Savings  Banks,  Committee  on  Govern- 
ment Securities  and  the  Public  Debt 

Life  Insurance  Association  of  America  and  American  Life  Convention, 
Joint  Economic  Policy  Committee 

U.S.  Savings  and  Loan  League,  National  League  of  Insured  Savings 
Associations,  Advisory  Committee  on  Government  Securities 

Independent  Bankers  Association,  Government  Fiscal  Policy  Committee 

Four  meetings  were  held  with  the  Government  Borrowing  Committee  of  the 
American  Bankers  Association  in  fiscal  1967,  on  July  26-27,  October  23-24  and  26, 
January  24-25,  and  April  25-26. 

Membership  of  the  Committee  was  as  follows: 

Henry  T.  Bodman  Chairman,  National  Bank  of  Detroit,  Detroit, 

Mich. 
Thomas  O.  Cooper  President,  Jefferson  State  Bank,  Jeflferson,  Iowa 

George  Champion  Chairman,  The  Chase  Manhattan   Bank,   New 

York,  N.Y. 
Jack  T.  Conn  Chairman  , Fidelity  National  Bank  and  Trust 

Co.,  Oklahoma  City,  Okla. 
Kenton  R.  Cravens  Chairman,  Mercantile  Trust  Company,  St.  Louis, 

Mo. 
Archie  K.  Davis  Chairman,    Wachovia    Bank    and    Trust    Co., 

Winston-Salem,  N.C. 
George  S.  Eccles  President,  First  Security   Bank  of   Utah,    Salt 

Lake  City,  Utah. 
Robert  V.  Fleming  Advisory  Chairman   of  the  Board,  The   Riggs 

National  Bank  of  Washington,  D.C.,  Wash- 
ington, D.C. 
Robert  Y.  Empie  President,  Stock  Yards  Bank,  Oklahoma  City, 

Okla. 
Charles  J.  Gable,  Jr.  Senior  Vice  President,  The  First  Pennsylvania 

Banking  and  Trust  Company,  Philadelphia, 

Pa. 
James  M.  Kemper,  Jr.  Chairman,  Commerce  Trust  Company,  Kansas 

City,  Mo. 


II 
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Frank  L.  King 

S.  J.  Kryzsko 

Murray  Kyger 

Frederick  G.  Larkin,  Jr. 

John  J.  Larkin 

J.  Howard  Laeri 

John  A.  Mayer  (Chairman) 

Robert  P.  Mayo 

George  A.  Murphy 

Reno  Odlin 

Kenneth  V.  Zwiener 

Rudolph  A.  Peterson 

James  D.  Robinson,  Jr. 

James  S.  Rockefeller 

Robert  G.  Rouse 
Edward  B.  Smith 

Norfleet  Turner 

Joseph  C.  Welman 
Paul  I.  Wren 

Charls  E.  Walker 

William  T.  Heffelfinger 
Thomas  R.  Atkinson 


Chairman,  United  California  Bank,  Los  Angeles, 

Calif. 
President,  Winona  National  and  Savings  Bank, 

Winona,  Minn. 
Chairman,     The    First    National    Bank,     Fort 

Worth,  Tex. 
President,   Security  First  National  Bank,   Los 

Angeles,  Calif. 
Vice  President,  First  National  City  Bank,  New 

York,  N.Y. 
Vice    Chairman,    First    National    City    Bank, 

New  York,  N.Y. 
President,    Mellon   National    Bank    and   Trust 

Company,  Pittsburgh,  Pa. 
Vice    President,    Continental    Illinois  National 

Bank  and  Trust  Co.,  Chicago,  111. 
Chairman,  Irving  Trust  Company,  New  York, 

Chairman,  The  Puget  Sound  National  Bank, 
Tacoma,  Wash. 

Chairman,  Harris  Trust  and  Savings  Bank, 
Chicago,  111. 

President,  Bank  of  America  N.T.  &  S.A.,  San 
Francisco.  Calif. 

Chairman,  The  First  National  Bank  of  Atlanta, 
Atlanta,  Ga. 

Chairman,  First  National  City  Bank,  New  York, 
N.Y. 

Partner,  Laidlaw  and  Co.,  New  York,  N.Y. 

Chairman,  The  Northern  Trust  Co.,  Chicago, 
lU. 

Chairman,  The  First  National  Bank  of  Memphis, 
Memphis,  Tenn. 

Chairman,  Bank  of  Kennett,  Kennett,  Mo. 

President,  Old  Colony  Trust  Company,  Boston, 
Mass. 

Executive  Vice  President  and  Executive  Man- 
ager, The  American  Bankers  Association,  New 
York,  N.Y. 

Federal  Administrative  Adviser,  The  American 
Bankers  Association,  Washington,  D.C. 

Director  of  Research,  American  Bankers  Associ- 
ation, New  York,  N.Y. 

Four  meetings  were  held  with  the  Governmental  Securities  Committee  of  the 
Investment  Bankers  Association  in  fiscal  year  1967,  on  July  26-27,  October  26-27, 
January  24-25,  and  April  25-26. 

Membership  of  the  Committee  was  as  follows: 

Vice   President,   Wellington  Management   Co., 

Philadelphia,  Pa. 
Executive  Vice  President,    Discount    Corp.    of 

New  York,  New  York,  N.Y. 
First  Vice  President,  The  National  City  Bank, 

Cleveland,  Ohio. 
Vice  President,  Blyth  and  Co.,  Inc.,  New  York, 

N.Y. 
Vice  President,  Bank  of  America,  N.T.  &  S.A., 

San  Francisco,  Calif. 
Vice  President,  First  Boston  Corporation,  New 

York,  N.Y. 
Vice  President,  The  First  National  Bank,  Bos- 
ton, Mass. 
Vice   President  and   Director,    Merrill,    Lynch, 

Pierce,  Fenner&  Smith,  Inc.,  New  York,  N.Y. 
Senior     Vice     President,    Wells     Fargo    Bank, 

San  Francisco,  Calif. 


Daniel  S.  Ahearn 
Robert  H.  Bethke 
Robert  B.  Blyth 
Loring  T.  Briggs 
Alan  K.  Browne 
Carl  F.  Cooke 
G.  Lamar  Crittenden 
Stewart  A.  Dunn 
Lester  H.  Empey 
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Tilford  C.  Gaines 

Alfred  H.  Hauser 

Alger  J.  Jacobs 

Ralph  F.  Leach 

Eugene  S.  Lee 

Edward  D.  McGrew 

John  H.  Perkins  (Chairman) 

William  W.  Pevear 

Delmont  K.  Pfeffer 


Vice  President,  First  National  Bank  of  Chicago, 

Chicago,  III. 
Executive  Vice  President,  Chemical  Bank  New 

York  Trust  Company,  New  York,  N.Y. 
Senior  Vice  President,  Crocker-Citizens  National 

Bank,  San  Francisco,  Calif. 
Executive  Vice  President  and  Treasurer,  Morgan 

Guaranty  Trust  Company,  New  York,  N.Y. 
Senior   Vice   President,    Valley    National    Bank 

of  Arizona,   Phoenix,  Ariz. 
Senior    Vice    President,    The    Northern    Trust 

Company,  Chicago,  111. 
Senior  Vice  President,  Continental  Illinois  Na- 
tional Bank  and  Trust  Company,  Chicago,  111. 
Vice   President,   Irving  Trust   Company,    New 

York,  N.Y. 
Senior  Vice  President,  The  First  National  City 

Bank  of  New  York,  New  York,  N.Y. 
Senior  Vice  President,    The  Chase   Manhattan 

Bank,  New  York,  N.Y. 
Partner,  Salomon  Brothers  and  Hutzler,    New 

York,  N.Y. 
Senior  Vice  President,  Security  First  National 

Bank,  Los  Angeles,  Calif. 
Vice    President,    National    Bank    of    Detroit, 

Detroit,  Mich. 
Senior  Vice  President,  United  California  Bank, 

Los  Angeles,  Calif. 
President,   Aubrey  G.  Lanston  and   Company, 

Inc.,  New  York,  N.Y. 

One  meeting  was  held  with  the  Committee  on  Government  Securities  and  the 
Public  Debt  of  the  National  Association  of  Mutual  Savings  Banks  in  fiscal  1967, 
on  May  2,  1967. 

Membership  of  the  Committee  was  as  follows: 


Robert  B.  Rivel  (Vice  Chair 

man) 
Girard  L.  Spencer 

Franklin  Stockbridge 

Robert  W.  Stone 

Paul  E.  Uhl 

C.  Richard  Youngdahl 


Charles  F.  Brau 

Edward  P.  Clark 

Paul  F.  Ely 

WilHam  H.  Harder 
G.  Churchill  Francis 

Bernard  H.  Ineson 

Edward  F.  McGinloy,  Jr. 

Alfred  C.  Middlebrook 

Barrett  C.  Nichols 

Lester  J.  Norcross 

Frederick  P.  Smith 

Howard  B.  Smith 

William  H.  Smith,  2d 

Harlan  J.  Swift 

Dr.  Grover  W.  Ensley 


President,    The   Kings    County    Savings    Bank, 

Brooklyn,  N.Y. 
President,  Arlington  Five  Cents  Savings  Bank, 

Arlington,  Mass. 
President,  The  Brooklyn  Savings  Bank,  Brooklyn, 

N.Y. 
President,  Buffalo  Savings  Bank,  Buffalo,  N.Y. 
President,    The    Boston    Five    Cents    Savings 

Bank,  Boston,  Mass. 
Senior  Vice  President  and  Treasurer,  Providence 

Institution  for  Savings,  Providence,  R.I. 
President,    Beneficial    Mutual    Savings    Bank, 

Philadelphia,  Pa. 
Senior  Vice  President,  East  River  Savings  Bank, 

New  York,  N.Y. 
Executive  Vice  President  and  Treasurer,  Maine 

Savings  Bank,  Portland,  Maine. 
President,    Syracuse   Savings    Bank,    Syracuse, 

N.Y. 
President,  Burlington  Savings  Bank,  Burlington, 

Vt. 
President,     The     Middletown    Savings    Bank, 

Middletown,  Conn. 
President,    Holyoke    Savings    Bank,    Holyoke, 

Mass. 
President,  Erie  County  Savings  Bank,  Buffalo, 

N.Y. 
Executive  Vice  President,  National  Association 

of  Mutual  Savings  Banks,  New  York,  N.Y. 
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Saul  B.  Klaman  Vice  President  and  Chief  Economist,  NAMSB, 

New  York,  N.Y. 
Robert  R.  Poston  Director-Counsel,  NAMSB,  Washington,  D.C. 

A  meeting  was  held  with  the  Advisory  Committee  on  Government  Securities 
of  the  Savings  and  Loan  Business  in  fiscal  1967,  on  May  17,  1967. 
Membership  of  the  Committee  was  as  follows: 


Junius  F.  Baxter 
Lacy  Boggess 
W.  O.  DuVall 
Fred  F.  Enemark 
Richard  G.   Gilbert 
L.  W.  Grant,  Sr. 
George  E.  Leonard 
Roy  M.  Marr 
George  A.  Mooney 
Gordon  Mosentine 
John  W.  Stradtler 
W.  C.  War  man 
James  A.  HoUensteiner 
Josejjh  A.  Daly 


President,  Western  Federal  Savings  and  Loan 

Association,  Denver,  Colo. 
President,   Mutual  Savings  and  Loan  Associa- 
tion, Fort  Worth,  Tex. 
President,   Atlanta  Federal   Savings  and  Loan 

Association,  Atlanta,  Ga. 
Executive  Vice  President,  Marin  County  Savings 

and  Loan  Association,  San  Rafael,  Calif. 
President,    The    Citizens    Savings    Association, 

Canton,  Ohio. 
Chairman,    Home    Federal    Savings    and    Loan 

Association,  Tulsa,  Okla. 
Chairman,    First    Federal    Savings    and    Loan 

Association,  Phoenix,  Ariz. 
Chairman,    Leader  Federal  Savings  and   Loan 

Association,  Memphis,  Tenn. 
President,  Washington  Heights  Federal  Savings 

and  Loan  Association,  New  York,  N.Y. 
Treasure!-,  Minnesota  Federal  Savings  and  Loan 

Association,  St.  Paul,  Minn. 
President,    National    Permanent    Savings    and 

Loan  Association,  Washington,  D.C. 
Secretary,    U.S.     Savings    and     Loan     League, 

Chicago,  111. 
Assistant    Secretary,    U.S.    Savings    and    Loan 

League,  Chicago,  111. 
Assistant  General  Counsel,  National  League  of 

Insured    Savings    Associations,    Washington, 

D.C. 
A  meeting  was  held  with  the   Government  Fiscal  Policy  Committee  of  the 
Independent  Bankers  Association  on  April  20,  1967. 

Membership  of  the  Committee  was  as  follows: 
Milton  J.  Hayes  (Chairman)         Vice    President,    American    National    Bank    & 

Trust  Co.,  Chicago,  111. 
President,    Brookhaven   Bank   and   Trust    Co., 

Brookhaven,  Miss. 
President,    Wellman    Savings    Bank,    Wellman, 

Iowa. 
Senior  Vice  President,  American  National  Bank 

of  Saint  Joseph,  St.  Joseph,  Mo. 
President,  Tlie  First  National  Bank  of  Newman 

Grove,  Newman  Grove,  Nebr. 
President,    Whitefish    Bay    State    Bank,    Mil- 
waukee, Wis. 
Chairman,   Security   Trust  and  Savings  Bank, 

BiUings,  Mont. 
Chairman,  The  Security  Bank,  Corinth,  Miss. 
President,     Commercial     National    Bank    and 

Trust  Co.,  Grand  Island,  Nebr. 
President,     The    National     Bank    of     Athens, 

Athens,  Ga. 
Secretary,    Independent    Bankers    Association, 

Sauk  Centre,  Minn. 
President,  Farmers  and  Merchants  State  Bank, 

Plankinton,  S.  Dak. 


S.  E.  Babington 

Stanley  R.  Barber 

W.  F.  Enright,  Jr. 

H.  L.  Gerhart,  Jr. 

O.  K.  Johnson 

O.  M.  Jorgenson 

R.  C.  Liddon 

W.  W.  Marshall,  Jr. 

T.  H.  Milner,  Jr. 

Gene  Moore 

Herschel  R.  Page 


Two  meetings  were  held  with  the  Joint  Economic  Policy  Committee  of  the 
Life  Insurance  Association  of  America  and  American  Life  Convention  in  fiscal 
1967,  on  July  15,  1966,  and  May  10,  1967. 
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Membership  of  the  Committee  was  as  follows: 


Richard  K.  Payntcr,  Jr. 

(Chairman) 
Orville  E.  Beal 

G.  Daniel  Brooks 

George  T.  Conklin,  Jr. 

Robert  E.  Dineen 

Byron  K.  Elliott 
Gilbert  W.  Fitzhugh 
Edward  M.  Karrmann 

John  J.  Magovcrn,  Jr. 
John  S.  Pillsbury,  Jr. 
G.  Frank  Purvis,  Jr. 
Olcott  D.  Smith 
Sterling  T.  Tooker 
Charles  R.  Tyson 
Dan  C.  Williams 


Chairman  of  the  Board,  New  York  Life  In- 
surance Company,  New  York,  N.Y. 

President,  The  Prudential  Insurance  Company 
of  America,  Newark,  N.J. 

President,  The  National  Life  and  Accident 
Insurance  Company,  Nashville,  Tenn. 

Executive  Vice  President,  The  Guardian  Life 
Insurance  Company  of  America,  New  York, 
N.Y. 

Chairman  of  the  Board  and  President,  The 
Northwestern  Mutual  Life  Insurance  Com- 
pany, Milwaukee,  Wis. 

Chairman  of  the  Board,  John  Hancock  Mutual 
Life  Insurance  Co.,  Boston,  Mass. 

President,  Metropolitan  Life  Insurance  Com- 
pany, New  York,  N.Y. 

President  and  Chairman  of  Executive  Com- 
mittee, American  United  Life  Insurance 
Company,  Indianapolis,  Ind. 

President,  The  Mutual  Benefit  Life  Insurance 
Company,  Newark,  N.J. 

President,  Northwestern  National  Life  In- 
surance Company,  Minneapolis,  Minn. 

President,  Pan-American  Life  Insurance  Com- 
pany, New  Orleans,  La. 

Chairman,  Aetna  Life  Insurance  Company, 
Hartford,  Conn. 

President,  The  Travelers  Insurance  Company, 
Hartford,  Conn. 

President,  The  Penn  Mutual  Life  Insurance, 
Philadelphia,  Pa. 

President  and  Chairman  of  Investment  Com- 
mittee, Southland  Life  Insurance  Company, 
Dallas,  Tex. 


Staff  Members  of  the  Associations 

American  Life  Convention: 

Arthur  S.  FefFerman,  Director  of  Economic  Analysis,  Chicago,  111. 

Lee  Shield,  Executive  Vice  President,  Chicago,  111. 
Life  Insurance  Association  of  America: 

Kenneth  L.  Kimble,  Vice  President  and  General  Counsel,  Washington,  D.C. 

Ralph  J.  McNair,  Vice   President,  Federal  Government  Relations,  Wash- 
ington, D.C. 

Blake  Newton,  President,  Institute  of  Life  Insurance,  New  York,  N.Y. 

James  J.  O'Leary,  Vice  President  and  Director  of  Economic  Research,  New 
York,  N.Y. 

Robert  H.  Parks,  Assistant  Director  of  Economic  Research,  New  York,  N.Y. 

Benjamin  F.  Small,  Ex(!cutive  Vice  President,  New  York,  N.Y. 

Eugene  M.  Thore,  President,  New  York,  N.Y. 

ADVISORY    COMMITTEE    ON    CUSTOMS    ADMINISTRATION  * 

This  Committee  was  established  October  20,  1966,  with  the  approval  of  Secre- 
tary Fowler  to  enable  the  Treasury  Department  to  maintain  a  regularly  estab- 
lished mechanism  of  consultation  with  representatives  of  commercial  and  other 
private  interests  principally  concerned  with  the  administration  of  the  customs 
laws  and  regulations.  The  Committee  is  intended  to  provide  a  forum  for  new 
ideas  on  simplification  and  streamlining  of  customs  procedures. 


»  The  Secretary  of  the  Treasury  authorized  the  establishment,  as  of  June  16,  1967,  by  the  Commissioner 
of  Customs  of  three  Regional  Advisory  Committees  on  Customs  Administration  and  28  District  |Advisory 
Committees  on  Customs  Administration.  These  committees  did  not  meet  before  the  end  of  fiscal  year  1967. 
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The  members  of  the  Committee,  which  met  on  October  20,  1966,  February  14, 
and  June  9,  1967,  were  as  follows: 


True  Davis  (Chairman) 
James  P.  Hendrick  (Vice 

Chairman) 
I.  M.  Bomba 

J.  David  Brothers 

Ralph  Casey 

J.  Bradley  Colburn 

J.  Edward  Day 


Ralph  Dewey 

Lester  D.  Johnson 
Daniel  P.  Loomis 

Walter  J.  Mercer 


John  J.  Murphy 
William  J.  Taylor 
Stuart  G.  Tipton 


Assistant  Secretary  of  the  Treasury 
Deputy  Assistant  Secretary  of  the  Treasury 

President,  National  Council  of  American  Im- 
porters, New  York,  N.Y. 

First  Vice  President,  American  Trucking  As- 
sociations, Richmond,  Va. 

President,  American  Merchant  Marine  Insti- 
tute, Inc.,  New  York,  N.Y. 

President,  Association  of  Customs  Bar,  New 
York,  N.Y. 

(former  Postmaster  General  of  the  United 
States) 

Sidley,  Austin,  Burgess  &  Smith,  Washington, 
D.'C. 

President,  Pacific  American  Steamship  Associa- 
tion, San  Francisco,  Calif. 

Commissioner  of  Customs,  Washington,  D.C. 

President,  Association  of  American  Railroads, 
Washington,  D.C. 

President,  National  Customs  Brokers  &  For- 
warders Association  of  America,  New  York, 
N.Y. 

President,  National  Customs  Service  Associa- 
tion, Edgewater,  Md. 

President,  Railway  Express  Agency,  Inc.,  New 
York,  N.Y. 

President,  Air  Transport  Association  of  Amer- 
ica, Washington,  D.C. 


ADVISORY  COMMITTEE  ON  INTERNATIONAL  MONETARY  ARRANGEMENTS 

The  purpose  of  the  Advisory  Committee  on  International  Monetary  Arrange- 
ments is  to  provide  to  the  Treasury  Department  advice  and  recommendations 
with  respect  to  the  development  of  means  of  assuring  an  adequate  supply  of 
world  liquidity  through  international  monetary  arrangements.  The  Committee 
consists  of  persons  representing  the  U.S.  segment  of  the  international  financial 
community  and  of  economists  specializing  in  financial  and  international  monetary 
affairs.     The  functions  of  the  Committee  are  solely  advisory. 

Formation  of  the  Committee  was  announced  on  July  3,  1965.  During  fiscal 
1967,  the  Committee  held  9  meetings  with  the  Secretary  of  the  Treasury  and 
other  Government  officials  on  July  11,  August  19,  October  13,  November  18, 
January  17,  April  11,  May  10,  June  12,  and  June  28. 

Membership  of  the  Committee  was  as  follows: 
Douglas  Dillon  (Chairman)  Former  Secretary  of  the  Treasury,  New  York, 

N.Y. 
Economic     consultant     specializing     in     inter- 
national monetary  policy,  Washington,  D.C. 
President,   Brookings  Institution,   Washington, 

D.C. 
Professor   of    Economics,    University    of    Min- 
nesota, Minneapolis,  Minn. 
Professor  of  Economics,  Massachusetts  Institute 

of  Technology,   Cambridge,    Mass. 
Senior  Partner,   Lazard  Freres  and   Co.,   New 

York,  N.Y. 
President,  Chase  Manhattan  Bank,  New  York, 

N.Y. 
Partner,   Brown  Bros.   Harriman  &   Co.,    New 

York,  N.Y. 
Chairman  Emeritus,  Connecticut  General  Life 
Insurance  Co.,  Hartford,  Conn. 


Edward  M.  Bernstein 
Kermit  Gordon 
Walter  W.  HeUer 
Charles  P.  Kindleberger  > 
Andre  Meyer 
David  Rockefeller 
Robert  V.  Roosa 
Frazar  B.  Wilde 


Resigned  Sept.  20, 1966; 
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ADVISORY  COMMITTEE  ON  PENSION  PLANS 

The  Advisory  Committee  on  Pension  Plans  wfis  established  on  Jannary  19, 
1967,  by  the  Treasury  Department.  The  panel  will  furnish  advice  to  the  Depart- 
ment in  connection  with  its  current  review  of  the  rules  for  integrating  pension, 
anruiity,  profit-sharing,  and  stock  bonus  plans  with  old-age,  survivors,  and  dis- 
ability insurance  benefits  provided  under  the  Social  Security  Act,  as  amended  in 
1965. 

The  Committee  met  on  April  28,  1967. 

The  panel  of  consultants  included  the  following: 


Professor  of  Law,  Ohio  State  University,  Co- 
lumbus, Ohio. 

Attorney,  Lee,  Toomey  &  Kent,  Washington, 
D.  C. 

Vice  President  and  Group  Executive,  Inter- 
national Business  ^Machines  Corp.,  Armonk, 
N.Y. 

Professor  of  Business  Administration,  Univer- 
sity of  California,  Berkeley,  Calif. 

Director,  Eastman  Kodak  Co.,  Rochester,  N.Y. 

General  Counsel,  Industrial  Union  Dept., 
AFL-CIO,  Washington,  D.C. 

Vice  President  and  Treasurer,  Inland  Steel  Co., 
Chicago,  111. 

Chairman,  Pension  Research  Coimcil,  Univer- 
sity of  Pennsylvania,  Philadelphia,  Pa. 

Partner,  Hewitt  Associates,  New  York,  N.  Y. 

Director,  AFL-CIO  Social  Securitv  Dept., 
Washington,  D.C. 

President,  Life  Insurance  Association  of  Amer- 
ica, New  York,  N.Y. 

Attorney,  White  &  WiUiams,  Philadelphia,  Pa. 

NEW  YORK  PIER  COMMITTEE 

Establishment  of  the  New  York  Pier  Committee  was  approved  by  a  memoran- 
dum dated  January  31,  1966,  from  the  Secretary  of  the  Treasury  to  Assistant 
Secretary  True  Davis. 

The  function  of  the  Committee  is  to  achieve  minimum  facility  improvements 
to  the  appearance  and  functional  efficiency  of  five  New  York  City  passenger 
piers  utilized  by  the  majority  of  passenger  vessels  calling  at  New  York.  The 
Committee  met"  on  November  29,  1966,  and  May  11,  1967. 

The  membership  in  fiscal  year  1967  follows: 


Morton  C.  Bernstein 
Herman  C.  Biegel 
Richard  H.  Bullen 


Earl  F.  Cheit 

Marion  B.  Folsom 
Leonard  Lesser 

William  Lowe 

Dan  ^IcGill 

Thomas  H.  Paine 
Bert  Seidman 

Eugene  1\I.  Thore 

Marvin  M.  Wilf 


True  Davis  (Chairman) 


Leo  E.  Brown 
Herbert  B.  Ilalberg 
V.  A.  Demo 


Dr.  Antonio  Premudal 
Dr.  Ottone  Empoldi  | 
William  B.  Rand 

A  dm.  John  M.  Will 

Frank  C.  Grant 

C.  N.  Anderson 

A.  L.  Harbin 

Jacques  Dougnet 


Assistant  Secretary  of  the  Treasury,  Treasury 

Department,  Washington,  D.C. 
Commissioner,  Department  of  Marine  and  Avia- 
tion, City  of  New  York,  New  York,  N.Y. 
General  Manager,  Cunard  Steamship  Co.,  Ltd., 

New  York,  N.Y. 
General   Manager  for  the   United   States    and 

Canada,  Italian  Line,  New  York,  N.Y. 
President,  United  States  Lines  Co.,  New  York, 

N.Y. 
Chairman    of    the    Board,     American    Export 

Isbi'andtsen  Lines,  Inc.,  New  York,  N.Y. 
Vice  President,   United  States  Lines  Co.,  New 

York,  N.Y. 
President,   Cunard  Steamship   Co.,   Ltd.,   New 

York,  N.Y. 
Deputy    General   Manager,    Cunard  Steamship 

Co.,  Ltd.,  New  York,  N.Y. 
General    Manager    for    U.S.A.,    Canada,    and 
Mexico,  French  Line,  New  York,  N.Y. 


«« 
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TREASURY    CONSULTATIVE    COMMITTEE    OF    THE    BUSINESS    COUNCIL 

The  Secretary  of  the  Treasury  proposed  this  Committee  May  8,  1965,  "to  keep 
up  a  two-way  exchange  and  dialog  on  areas  of  mutual  concern  to  the  Treasury 
and  to  the  business  community."  The  Consultative  Committee  consists  of 
members  of  the  Business  Council  from  major  industrial  and  financial  sectors. 
The  functions  of  the  Committee  are  solely  advisory. 

Formation  of  the  Committee  was  announced  on  July  8,  1965.  During  fiscal 
1967,  the  Committee  held  four  meetings  with  the  Secretary  of  the  Treasury  and 
other  Treasury  officials  on  August  31,  November  15,  February  15,  and  April  18. 

Membership  of  the  Committee  during  fiscal  1967  was  as  follows: 

Harold  Boeschenstein  (Chair- 
man) 
Henry  C.  Alexander 


Eugene  N.  Beesley 
Roger  M.  Blough 

Bert  S.  Cross 

Paul  L.  Davies 
Frederic  G.  Donner 

G.  Keith  Funston 

Thomas  S.  Gates,  Jr. 

Frank  R.  MiUiken 

David  Packard 

Sidney  J.  Weinberg 

Henry  S.  Wingate 


W.  B.  Murphy 
Albert  L.  Nickerson 


Chairman,     Owens-Corning     Fiberglas     Corp., 

New  York,  N.Y. 
Chairman,   Morgan  Guaranty  Trust  Co.,  New 

York,  N.Y. 
President,  Eli  Lilly  &  Co.,  Indianapolis,  Ind. 
Chau-man,    United    States    Steel    Corp.,    New 

York,  N.Y. 
President,   Minnesota  Mining  &  Mfg.  Co.,  St. 

Paul,  Minn. 
Chairman,  FMC  Corp.,  San  Jose,  Calif. 
Chairman,   General  Motors  Corp.,  New  York, 

N.Y. 
Chairman,    Olin    Mathieson    Chemical    Corp., 

New  York,  N.Y. 
President,   Morgan   Guaranty  Trust  Co.,   New 

York,  N.Y. 
President,  Kennecott  Copper  Corp.,  New  York, 

N.Y. 
Chairman,    Hewlett-Packard    Co.,    Palo    Alto, 

Calif. 
Partner,    Goldman,   Sachs  &   Co.,    New    York, 

N.Y. 
Chairman,  The  International  Nickel  Co.,  Inc., 

New  York,  N.Y. 

Ex  officio  members 

President,  Campbell  Soup  Co.,  Camden,  N.J. 
Chairman  of  the  Board,  Mobil  Oil  Corp.,  New 
York,  N.Y. 


Commissioner  of  Customs 

JOINT  CUSTOMS/aIRLINE  WORKING  GROUP  ON  AIR  CARGO 

This  Group  was  established  by  memorandum  dated  May  8,  1964,  from  the 
Secretary  of  the  Treasury  to  the  Commissioner  of  Customs. 

The  functions  of  the  Group  are  to  review  industry  procedures  for  handling  air 
cargo  and  related  customs  procedures  for  the  assessment  and  collection  of  duties 
and  taxes  on  imported  merchandise;  to  determine  if  these  procedures  can  be 
integrated  into  a  system  to  provide  a  simplified  method  of  clearance  with  a 
minimum  of  delay  and  provide  adequate  controls  for  customs  purposes. 

The  members  of  the  Group,  which  met  in  fiscal  year  1967  on  October  13  and 
February    28,    were   as   follows: 

G.  H.  Heidbreder  (Chairman)  Deputy  Director,  Division  of  Inspection  and 

Control,  Bureau  of  Customs,  Treasury 
Department,    Washington,    D.C. 

E.  G.  Wing  Operations     Officer,     Bureau     of     Customs, 

Treasury   Department,    Washington,    D.C, 

D.  D.  Kast  Supervisory  Customs  Law  Specialist,  Bureau 

of  Customs,  Treasury  Department,  Wash- 
ington, D.C. 

N.  J.  Marsh  Operations     Officer,     Bureau     of     Customs, 

Treasury   Department,   Washington,   D.C. 
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J.  R.  Gorson 

S.  W.  McMillion 

L.  M.  Rogers 

A.  Lewis 

G.  Brenne 

R.  W.  Williams 

E.  J.  Miller 


Manager-Facilitation,  Air  Transport  Associa- 
tion, Washington,  D.C. 

Manager-Traffic  Agreements  and  Procedures, 
United  Air  Lines,  Chicago,  111. 

Director,  Traffic  Administration,  American 
Airlines,   New  York,   N.Y. 

Assistant  Manager-Facilitation,  Pan  Amer- 
ican   World    Airways,    New    York,    N.Y. 

Stafif  Manager,  Traffic  Procedures,  United 
Air  Lines,  Chicago,  111. 

Director,  Customs  Service,  Seaboard  World 
Airlines,  Inc.,  JFK  International  Airport, 
Jamaica,  N.Y. 

Manager-Travel  Facilitation,  Trans  World 
Airlines,   New  York,   N.Y. 


Commissioner  of  Internal  Revenue 

ADVISORY  GROUP  TO  THE  COMMISSIONER  OF  INTERNAL  REVENUE 

This  Group  was  established  by  the  Commissioner  of  Internal  Revenue  on  June 
17,  1959. 

This  Committee,  which  represents  professional  and  other  private  groups  con- 
cerned with  Federal  taxation,  provides  constructive  criticism  of  Internal  Revenue 
policies  and  procedures  and  suggests  ways  in  which  the  Service  can  improve  its 
operations. 

The  Advisory  Group  met  on  September  12-13,  and  December  19-20,  1966, 
and  March  6-7  and  June  1-2,  1967. 

The  membership  in  fiscal  1967  follows: 

Guy  S.  Balser 
Warren  K.  Bass 
J.  Waddy  Bullion 
Charles  Cordon 


Milton  A.  Dauber 

Adrian  DeWind 

Dr.  William  C.  Flewcllen 

Charles  H.  Gebhardt 
Dr.  John  R.  Stockton 
John  M.  Sullivan 
Don  J.  Summa 
Bernard  Wolf  man 

Comptroller  of  the  Currency 


Public  Accountant,  Long  Beach,  Calif. 

C.P.A.,  Little  Rock,  Ark. 

Attorney,  Dallas,  Tex. 

National  Association  of  Tax  Administrators, 
Chicago,  111. 

Attorney,  Philadelphia,  Pa. 

Attorney,  New  York,  N.Y. 

Mississippi  State  University,  State  College, 
Miss. 

The  Mead  Corporation,  Dayton,  Ohio 

University  of  Texas,  Austin,  Tex. 

Attorney,  St.  Paul,  Minn. 

C.P.A.,  New  York,  N.Y. 

University  of  Pennsylvania  Law  School,  Phil- 
adelphia, Pa. 


ADVISORY  COMMITTEE  ON  INTERNATIONAL  BANKING 

This  Committee  was  formed  on  October  2,  1964,  by  the  Comptroller  of  the 
Currency  to  provide  the  Comptroller  with  technical  advice  and  suggestions  which 
are  essential  to  effective  supervision  of  the  international  financial  activities  of 
national  banks. 

The  members,  who  met  in  fiscal  1967  on  September  27  and  February  24,  were 
as  follows: 

Senior  Vice  President,  The  First  National  Bank 

of  Chicago,  Chicago,  111. 
Vice  President,  The  Philadelphia  National  Bank, 

Philadelphia,  Pa. 
Senior  Vice  President,   Continental  Illinois  Na- 
tional Bank  and  Trust  Co.,  Chicago,  111. 
Executive    Vice    President,    Chase    Manhattan 

Bank,  N.A.,  New  York,  N.Y. 
Executive  Vice   President,   The   First    National 

Bank  of  Boston,  Boston,  Mass. 
Vice  President,  Mellon  National  Bank  and  Trust 
Co.,  Pittsburgh,  Pa. 


Bentley  G.  McCloud,  Jr. 

(Chairman) 
Frederick  Heldring  (Vice 

Chairman) 
Roger  E.  Anderson 

Alfred  W.  Barth 

J.  Warren  Olmsted 

Wm.  Walter  Phelps,  Jr. 
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Roland  Pierotti 
Walter  B.  Wriston 


Executive    Vice    President,    Bank    of    America 

N.T.  &  S.A.  San  Francisco,  Calif. 
Executive  Vice  President,   First   National 

Bank,  New  York,  N.Y. 


City 


CONSULTING  COMMITTEE  OF  BANK  ECONOMISTS 


On  November  23,  1965,  the  Comptroller  announced  the  appointment  of  a 
consulting  committee  of  bank  economists  which  includes  seven  national  bank 
economists. 

This  Committee's  function  was  to  advise  the  Comptroller  and  his  staff  and  work 
with  the  National  Advisory  Committee.  The  Committee's  primary  responsi- 
bility was  to  bring  their  specialized  experience  and  technical  knowledge  to  bear 
on  current  problems  of  banking  policy  and  practice. 

The  members  of  this  Committee,  which  met  in  the  fiscal  year  1967  on  October  13 
and  May  24,  were  as  follows: 


William  F.  Butler  (Chairman) 
John  J.  Balles 
James  M.  Dawson 
Herbert  E.  Johnson 


Leif  H.  Olsen 


Leslie  C.  Peacock 
Eugene  C.  Zorn,  Jr. 
William  J.  Korsvik 


Vice  President,  Chase  Manhattan  Bank,  N.A., 
New  York  City,  N.Y. 

Vice  President  and  Chief  Economist,  Mellon 
National  Bank  and  Trust  Co.,  Pittsburgh,  Pa. 

Vice  President  and  Economist,  The  National  City 
Bank  of  Cleveland,  Cleveland,  Ohio 

Vice  President  and  Economist,  Continental  Illi- 
nois National  Bank  and  Trust  Co.  of  Chicago, 
Chicago,  111. 

Vice  President  in  charge  of  Economics  Depart- 
ment, First  National  City  Bank,  New  York 
City,  N.Y. 

Vice  President  and  Economist,  Crocker-Citizens 
National  Bank,  San  Francisco,  Calif. 

Vice  President  and  Economist,  Republic  National 
Bank  of  Dallas,  Dallas,  Tex. 

Vice  President,  The  First  National  Bank  of 
Chicago,  Chicago,  111. 


INVESTMENT  SECURITIES  ADVISORY  COMMITTEE 

In  1962  the  Comptroller  of  the  Currency  established  the  Investment  Secm-ities 
Advisory  Committee.  The  purpose  of  the  Committee  was  to  advise  the  agency 
on  matters  pertaining  to  the  regulations  concerning  investment  securities. 

Members  of  the  Committee,  who  met  in  fiscal  1967  on  July  26,  were  as  follows: 

John  H.  Perkins  (Chairman)       Vice    President,    Continental    Illinois     National 

Bank  and  Trust  Co.  of  Chicago,  Chicago,  111. 
Vice  President,  First  National   City  Bank,  New 


George  E.  Barnett 
Arthur  H.  Quinn,  Jr. 
William  J.  Wallace. 
Early  F.  Mitchell 
Alan  K.  Browne 
Lewis  F.  Lyne 
Thomas  L.  Ray 
Wesley  G.  Schelke 
James  G.  Wilson 
Franklin  Stockbridge 
Albert  W.  Gray 


York,  N.Y. 
Vice    President,     Philadelphia    National    Bank, 

Philadelphia,  Pa. 
Vice  President,  Mellon  National  Bank  and  Trust 

Co.,  Pittsburgh,  Pa. 
Senior  Vice  President,   First  National  Bank  of 

Memphis,  Memphis,  Tenn. 
Vice  President,  Bank  of  America,  San  Francisco, 

Calif. 
Senior    Vice     President,     Mercantile      National 

Bank,  Dallas,  Tex. 
Vice  President,   Mercantile  Trust  Co.,  St.  Louis, 

Mo. 
Vice    President,    Seattle    First    National    Bank, 

Seattle,  Wash. 
Vice   President,   The   National  Shawmut  Bank, 

Boston,  Mass. 
Vice   President,    Seciuity    First   National    Bank, 

Los  Angeles,  Calif. 
Vice     President,     Northwest     Bankcorporation, 

Minneapolis,  Minn. 


277-468—68- 
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NATIONAL  ADVISORY  COMMITTEE  ON  BANKING  POLICIES  AND  PRACTICES 

On  October  4,  1965,  the  Comptroller  of  the  Currency  appointed  this  Committee, 
composed  of  26  leading  bankers.  The  Committee  has  participated  in  a  coopera- 
tive effort  to  bring  the  thinking  of  the  banking  community  to  bear  on  the  many 
matters  of  national  concern  in  which  the  banking  industry  is  vitally  involved. 

Meetings  of  this  Committee  were  held  in  fiscal  1967  on  October  13,  and  May  24, 
with  the  following  members: 


George  S.  Moore  (Chairman) 

Robert  C.  Baker 

Henry  T.  Bodman 

George  Champion 

Kenton  R.  Cravens 

Roger  C.  Damon 

G.  Morris  Dorrance,  Jr. 

George  S.  Eccles 

J.  A.  Elkins,  Jr. 

John  S.  Fangboner 

Sam  M.  Fleming 

Robert  D.  H.  Harvey 

William  M.  Jenkins 
David  M.  Kennedy 

Mills  B.  Lane,  Jr. 

Frederick  G.  Larkin,  Jr. 

Homer  J.  Livingston 

John  A.  Mayer 

Frank  E.  McKinney 

J.  E.  Patrick 

R.  A.  Peterson 

Edward  J.  Ruetz 

W.  Harry  Schwarzschild,  Jr. 

Robert  H.  Stewart  III 

Norfleet  Turner 


President,  First  National  City  Bank,  New  York, 

N.Y. 
Chairman  of  the  Board  and  President,  American 

Security  and  Trust  Co.,  Washington,  D.C. 
Chairman    of    the    Board,    National    Bank    of 

Detroit,  Detroit,  Mich. 
Chairman  of  the  IBoard,  The  Chase  Manhattan 

Bank,  N.A.,  New  York,  N.Y. 
Chairman  of  the  Board,   Mercantile  Trust  Co., 

N.A.,  St.  Louis,  Mo. 
President,  The  First  National  Bank  of  Boston, 

Boston,  Mass. 
President,     The    Philadelphia    National    Bank, 

Philadelphia,  Pa. 
President,    First  Security   Bank   of   Utah,  N.A., 

Ogden,  Utah 
Chairman  of  the  Board,  First  City  National  Bank 

of  Houston,  Houston,  Tex. 
President,  The  National  City  Bank  of  Cleveland, 

Cleveland,  Ohio 
President,     Third     National     Bank,     Nashville, 

Tenn. 
Vice  Chairman  of  the  Board  and  Chief  Executive 

Officer,  Maryland  National  Bank,  Baltimore, 

Md. 
Chairman  of  the  Board,   Seattle-First  National 

Bank,  Seattle,  Wash. 
Chairman  of  the  Board,  Continental  Illinois  Na- 
tional Bank  and  Trust  Co.  of  Chicago,  Chicago, 

111. 
President,  The  Citizens  and  Southern  National 

Bank,  Atlanta,  Ga. 
President,    Security    First    National   Bank,    Los 

Angeles,  Calif. 
Chairman  of  the  Board,  The  First  National  Bank 

of  Chicago,  Chicago,  111. 
President,  Mellon  National  Bank  and  Trust  Co., 

Pittsburgh,  Pa. 
Chairman  of  the  Board,  American  Fletcher  Na- 
tional Bank  and  Trust  Co.,  Indianapolis,  Ind. 
President,    Valley    National    Bank    of    Arizona, 

Phoenix,  Ariz. 
President,  Bank  of  America  National  Trust  and 

Savings  Association,  San  Francisco,  Calif. 
Chairman  and  President,  Kenosha  National  Bank, 

Kenosha,  Wis. 
President,  The  Central  National  Bank,  Richmond, 

Va. 
President,  First  National  Bank  in  Dallas,  Dallas, 

Tex. 
Chairman  of  the  Board,  First  National  Bank  of 

Memphis,  Memphis,  Tenn. 


REGIONAL  ADVISORY  COMMITTEES  ON  BANKING  POLICIES  AND  PRACTICES 

On  November  11,  1965,  the  Comptroller  of  the  Currency  established  14  Regional 
Advisory  Committees  on  Banking  Policies  and  Practices  to  assist  the  agency  in  a 
continuing  review  aimed  at  keeping  bank  regulation  abreast  of  the  Nation's  needs. 
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6sI^\9QTfo[iowf  "'^"'^"^■'^^P  ^^^  t^«  dates  of  the  regional  meetings  during 

Region  1  meeting  dates— July  11  and  October  10,  1966,  and  April  13   1967 
John  Simmen  (Chairman)  President,   Industrial   National  Bank  if   Rhode 

Island,  Providence,  R.I. 

President,    The   First   National   Bank    of  Ports- 
mouth, Portsmouth,  N.H. 

President,  The  State  National  Bank  of  Connecti- 
cut, Bridgeport,  Conn. 

President,  Hartford  National  Bank  &  Trust  Co 
Hartford,  Conn.  '' 

President,  First  National  Bank  of  Portland,  Port- 
land, Maine 

President,    Worcester    County    National    Bank 
Worcester,  Mass. 

President,    Middlesex    County    National    Bank 
Everett,  Mass. 

President,  The  First  National  Bank  of  Attleboro 
Attleboro,  Mass. 

President,  Security  National  Bank  of  Springfield 
Springfield,  Mass. 

President,  Indian  Head  National  Bank,  Nashua, 
N.H.  ' 

President,  Howard  National  Bank  and  Trust  Co 
Biu-lington,  Vt.  ' 

President,  The  National  Shawmut  Bank  of  Bos- 
ton, Boston,  Mass. 

1967^^^°^  2  meeting  dates— September  9  and  December  12,  1966,  and  June  16, 

Robert  G.  Cowan  (Chairman)  Chairman,   National   Newark  and  Essex  Bank 

Tur  1       TXT   TTT  Newark,  N.J.                                                         ' 

ChSrmanT'""''""'  "'"''  '''■??i^l" V^l  ^t.   Lawrence  County  National 

Alvan  B.  Fehn 


H.  L.  Goodwin  (Vice 

Chairman) 
Benjamin  Blackford 

David  C.  Hewitt 

Hubert  H.  Hauck 

Edward  L.  Cliflford 

Joseph  P.  Healey 

H.  C.  Owen,  Jr. 

Norman  R.  Vester 

James  E.  Chandler 

William  M.  Lockwood 

L.  H.  Martin 


Elwood  F.  Kirkman 
Horace  G.  Moeller 
Kingsbury  S.  Nickerson 
W.  E.  Roosevelt 
Prentice  J.  Rodgers 
E.  Perry  Spink 
Richard  H.  Stover 
Frederick  Sundermann 
D.  Victor  Bornn 


Bank,  Canton,  N.Y. 
President,  The  National  Union  Bank  of  Dover 

Dover,  N.J.  ' 

President,  The  Boardwalk  National  Bank,   At- 
lantic City,  N.J. 
President,  Haddonfield  National  Bank,  Haddon- 

field,  N.J. 
President,   The  First  National  Bank  of  Jersey 

City,  Jersey  City,  N.J. 
Chairman,  The  National  State  Bank,  Ehzabeth. 

N.J.  ' 

Chairman  of  the  Executive  Committee,  National 

Commercial  Bank  &  Trust  Co.,  Albany,  N  Y 
President,    Liberty    National    Bank   and    Trust 

Company,  Buffalo,  N.Y. 
President,  County  National  Bank,  Middletown, 

N.Y.  ' 

President,  National  Bank  of  Westchester,  White 
Plains,  N.Y. 

President,  Virgin  Islands  National  Bank,  Char- 
lotte AmaHe,  St.  Thomas,  V.I. 


Region  3  meeting  dates— October  17,  1966,  and  May  1,  1967. 


Malcolm  E.  Lambing 

(Chairman). 
Albert  L.  Rasmussen  (Vice 

Chairman). 
Morris  II.  Baker 

Wilbur  A.  Bankert 

Charles  H.  Bracken 


President,  Pittsburgh  National  Bank,  Pittsburgh 
Pa.  ' 

President,  The  Warren  National  Bank,  Warren 
Pa.  ' 

President,  County  National  Bank  of  Montrose 
Montrose,  Pa.  ' 

President,  Adams  Cou)ity  National  Bank,  Lit- 
tlestown.  Pa. 

President,  Marine  National  Bank,  Erie,  Pa 
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William  B.  Brosius 
Russell  E.  Gardner 
Robert  Y.  Garrett,  Jr. 
Frank  E.  Hemelright 
William  G.  Foulke 
George  L.  Morrison,  Jr. 
James  B.  Grieves 

Region  4  meeting  dates- 
Fred  A.  Dowd  (Chairman) 

L.  L.  Murphy  (Vice 

Chairman) 
W.  C.  Laycock 

Wilson  Mothershead 

M.  C.  Oberhelman 

Thomas  G.  Bartlett 

O.  T.  Dortou 
LeRoy  M.  Miles 

Deroy  Scott 

John  W.  Alford 
Harland  E.  Paige 

L.  A.  Stoner 

Region  5  meeting  dates- 
1967. 

W.  Wright  Harrison 

(Chairman) 
WiUiam  S.  Jenkins  (Vice 

Chairman) 
Barnum  L.  Colton 

Adrian  L.  McCardell 

Warren  H.  Lasher 

Archie  W.  McLean 

J.  Phillips  Coleman 

S.  Thomas  Cox 
Walter  J.  O'Donnell 

D.  Sterling  Diddle 

Paul  Hinkle 

H.  H.  Meyn 


President,  National  Bank  of  Chester  County  and 
Trust  Co.,  West  Chester,  Pa. 

President,  The  Hanover  National  Bank  of  Wilkes- 
Barre,  Wilkes-Barre,  Pa. 

President,  Lancaster  County  Farmers  National 
Bank,  Lancaster,  Pa. 

President,  Northeastern  Pennsylvania  National 
Bank  and  Trust  Co.,  Scranton,  Pa. 

President,  Provident  National  Bank,  Philadel- 
phia, Pa. 

President,  The  Harrisburg  National  Bank  and 
Trust  Co.,  Harrisburg,  Pa. 

President,  The  Union  National  Bank  of  Pitts- 
burgh, Pittsburgh,  Pa. 

-July  29  and  November  18,  1966,  and  May  1,  1967. 

Chairman,  The  First  National  Bank  of  Cincinnati. 
Cincinnati,  Ohio 

Chairman,  Calumet  National  Bank  of  Hammond, 
Hammond,  Ind. 

Chairman,  Fort  Wayne  National  Bank,  Fort 
Wayne,  Ind. 

Chairman,  The  Indiana  National  Bank  of  Indian- 
apolis, Indianapolis,  Ind. 

President,  The  Citizens  National  Bank  of  Evans- 
ville,  Evansville,  Ind. 

President,  The  Ovvensboro  National  Bank,  Owens- 
boro,  Ky. 

President,  Citizens  National  Bank,  Paintsville,  Kj'. 

President,  First  Security  National  Bank  and 
Trust  Co.,  Lexington,  Ky. 

President,  First  National  Lincoln  Bank  of  Louis- 
ville, Louisville,  Ky. 

President,  Park  National  Bank,  Newark,  Ohio 

President,  First  National  Bank  of  Akron,  Akron, 
Ohio 

President,  The  Ohio  National  Bank  of  Columbus, 
Columbus,  Ohio 

-September  29,  and  December  1,  1966,  and  May  18, 

President,  Virginia  National  Bank,  Norfolk,  Va. 

President,  The  First-Second  National  Bank  and 

Trust  Co.,  Cumberland,  Md. 
President,    The    National    Bank    of    Washington, 

Washington,  D.C. 
President,    First    National    Bank    of    Maryland, 

Baltimore,  Md. 
President,  American  National  Bank  of  Maryland, 

Silver  Spring,  Md. 
President,  The  Planters  National  Bank  and  Trust 

Co.,  Rocky  Mount,  N.C. 
President,  First  and  Merchants  National  Bank, 

Richmond,  Va. 
President,  The  First  National  Bank,  Altavista,  Va. 
President,    First    National    Bank    of    Arlington, 

Arlington,  Va. 
Chairman  and  President,  The  Guaranty  National 

Bank  of  Huntington,  Huntington,  W.  Va. 
President,  The  Charleston  National  Bank,  Charles- 
ton, W.  Va. 
President,  Security  National  Bank  and  Trust  Co., 

Wheeling,  W.  Va. 
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Region  6  meeting  date — November  3,  1966,  and  May  26,  1967. 


.lames  D.  Robinson,  Jr. 

(Chairman) 
J.  E.  Bryan 

W.  A.  Hobbs,  Jr. 

E.  W.  Johnson 

Edward  W.  Lane,  Jr. 

Godfrey  Smith 

J.  W.  Blackmon 
G.  E.  Patterson 

W.  T.  Maddox 
Hugh  C.  Lane 
W.  W.  McEachern 


Chairman,  The  First  National  Bank  of  Atlanta, 

Atlanta,  Ga. 
President,  Union  Trust  Co.,  N.A.,  St.  Petersburg, 

Fla. 
President,    First    National    Bank    of    Pompano 

Beach,  Pompano  Beach,  Fla. 
President,     First     National     Bank     of     Tampa, 

Tampa,  Fla. 
President,     The     Atlantic     National     Bank     of 

Jacksonville,  Jacksonville,  Fla. 
President,  Capital  City  First  National  Bank  of 

Tallahassee,   Tallahassee,  Fla. 
President,  First  National  Bank,  Columbus,  Ga. 
President,  The  Liberty  National  Bank  &  Trust 

Co.    of    Savannah     (Trust    Co.    of    Georgia), 

Savannah,   Ga. 
Executive    Vice    President,    National    Bank    of 

Rome,  Rome,  Ga. 
Chairman,    The    Citizens   &   Southern    National 

Bank  of  South  Carolina,  Charleston,  S.C. 
Chairman,  The  South  Carolina  National  Bank, 

Greenville,  S.C. 

Region  7  meeting  dates — September  7  and  November  30,  1966,  and  May  10 
1967. 


Rolan  A.  Mewhort 

(Chairman) 
Leroy  E.  Liljedahl  (Vice 

Chairman) 
John  H.  Crocker 


President,     Manufacturers     National    Bank    of 

Detroit,  Detroit,  Mich. 
President,  American  National  Bank  &  Trust  Co., 

Rockford,  111. 
Chairman,     The     Citizens     National     Bank     of 

Decatur,  Decatur,  111. 
President,    Belleville    National    Savings    Bank, 

Belleville,  111. 
Chairman,  Commercial  National  Bank  of  Peoria, 

Peoria,  111. 
Chairman,  LaSalle  National  Bank,  Chicago,  111. 
Chairman,     Upper    Avenue    National    Bank    of 

Chicago,  Chicago,  111. 
President,  The  First  National  Bank  of  Springfield, 

Springfield,  111. 
Chairman,  The  First  National  Bank  of  Peoria, 

Peoria,  111. 
President,    American    National    Bank    &    Trust 

Co.  of  Kalamazoo,  Kalamazoo,  Mich. 
Chairman,    Michigan    National    Bank,    Lansing, 

Mich. 
President,  The  National  Lumbermans  Bank  of 

Muskegon,  Muskegon,  Mich. 

Region  8  meeting  dates — August  17  and  November  22,  1966,  and  June  2,  1967 


J.  C.  Hauser 

George  L.  Luthy 

Harold  Meidell 
Charles  Z.  Meyer 

William  H.  Patton 

D.  P.  Stone 

H.  A.  Jacobson 

Howard  J.  Stoddard 

P.  R.  Wilkinson 


W.  W.  Campbell  (Chairman) 

Nat  S.  Rogers  (Vice  Chair- 
man) 
John  A.  Hand 

Frank  Plummer 

Albert  Rains 

Earl  L.  McCarroll 

Keehn  W.  Berry 


Chairman,  First  National  Bank  of  Eastern 
Arkansas,  Forrest  City,  Ark. 

President,  Deposit  Guaranty  National  Bank  & 
Trust  Co.,  Jackson,  Miss. 

President,  The  First  National  Bank  of  Birming- 
ham, Birmingham,  Ala. 

President,  The  First  National  Bank  of  Mont- 
gomery, Montgomery,  Ala. 

Chairman,  City  National  Bank  of  Gadsden, 
Gadsden,  Ala. 

President,  Union  National  Bank,  Little  Rock, 
Ark. 

President,  Whitney  National  Bank  of  New 
Orleans,  New  Orleans,  La. 
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President,    Louisiana   National   Bank   of   Baton 

Rouge,  Baton  Rouge,  La. 
President,    First   National   Bank   of   Clarksdalc, 

Clarksdale,  Miss. 
Chairman,    Second   National   Bank   of  Jackson, 

Jackson,  Tenn. 
Chairman,  Hamilton  National  Bank,  Morristown, 

Tenn. 
President,  The  First  National  Bank  of  Lafayette, 

Lafayette,  La. 

Region  9  meeting  dates — August  27,  1966,  and  April  21,  1967. 
Joseph  R.  Hartz  (Chairman)      President,  The  First  National  Bank  of  Stevens 

Point,  Stevens  Point,  Wis. 
President,  The  Dakota  National  Bank  of  Fargo, 

Fargo,  N.  Dak. 
President,     Northwestern     National     Bank     of 

Minneapolis,  Minneapolis,  Minn. 
President,  The  Goodhue  County  National  Bank 

of  Red  Wing,  Red  Wing,  Minn. 
President,    Northern    City    National    Bank    of 

Duluth  (First  Banstock  Corp.),  Duluth,  Minn. 
President,    First   National   Bank,  Dickinson,  N. 

Dak. 
President,  First  National  Bank  in  Grand  Forks, 

Grand  Forks,  N.  Dak. 
Chairman,    American    National   Bank   &   Trust 

Co.,  Rapid  City,  S.  Dak. 
President,    First    National    Bank    of    Aberdeen 

(Northwest     Bancorporation)     Aberdeen,     S. 

Dak. 
President,    First    American    National    Bank    of 

Wausau,  Wausau,  Wis. 
President,     The    American    National    Bank    & 

Trust  Co.,  Eau  Claire,  Wis. 
President,    Kellogg-Citizens    National    Bank    of 

Green  Bay,  Green  Bay,  Wis. 

Region  10  meeting  date — October  23,  1966. 
John  B.  Mitchell  (Chairman)      President,  First  National  Bank  in  St.  Louis,  St. 

Louis,  Mo. 
President,  The  City  National  Bank  &  Trust  Co. 

of  Kansas  City,  Kansas  City,  Mo. 
President,    lowa-Des    Moines    National    Bank, 

Des  Moines,  Iowa 
President,  National  Bank  of  Waterloo,  Waterloo, 

Iowa 
Chairman    and  President,   The   Merchants   Na- 
tional Bank  of  Topeka,  Topeka,  Kans. 
President,   Union   National  Bank   of  Wichita, 

Wichita,  Kans. 
President,  The  First  National  Bank  of  Centralia, 

Centralia,  Kans. 
President,  The  First  National  Bank,  Hutchinson, 

Kans. 
President,  First  National  Bank  of  Joplin,  Jop- 

lin.  Mo. 
President,  Plainview  National  Bank,  Plainview, 

Nebr. 
President,  The  Omaha  National  Bank,  Omaha, 

Nebr. 
President,  First  National  Bank  and  Trust  Co., 

Lincoln,  Nebr. 

Region  11  meeting  dates— September  28,  1966,  and  March  28,  1967. 
T.  C.  Frost,  Jr.  (Chairman)         President,   Frost  National   Bank,   San  Antonio, 

Tex. 


Charles  W.  McCoy 
A.  David  Califf 
Frank  B.  Caldwell 
H.  S.  Walters 
Walter  W.  Schroeder 


A.  M.  Eriksmoen  (Vice 

Chairman) 
John  A.  Moorhead 

Ora  G.  Jones,  Jr. 

C.  Glenn  Rye 

Mrs.  E.  A.  Nachtwey 

Fred  R.  Orth 

A.  E.  Dahl 

C.  C.  Lind 

Thomas  P.  Hudson 
Richard  J.  Lewis 
John  M.  Rose 


Charles  Young  (Vice  Chair- 
man) 
Calvin  W.  Aurand 

R.  L.  Kilgore 

Robert  Bunten 

Clarence  Coleman 

B.  L.  Lohmuller 

Nation  Meyer 

L.  R.  Reynolds,  Jr. 

James  B.  Cooper 

Morris  F.  Miller 

Burnham  Yates 
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W.  H.  McDonald 
(Vice  Chairman) 
F.  G.  McClintock 


President,    The    First   National    Bank    &    Trust 

Co.  of  Oklahoma  City,  Oklahoma  City,  Okla. 
President,    The    First   National    Bank    &    Trust 

Co.  of  Tulsa,  Tulsa,  Okla. 
President,    Exchange    National    Bank    &    Trust 

Co.,  Ardmore,  Okla. 
President,  Commercial  National  Bank  of  Musko- 
gee, Muskogee,  Okla. 
President,    Republic   National   Bank   of   Dallas, 

Dallas,  Tex. 
President,  Southwest  National  Bank  of  El  Paso, 

El  Paso,  Tex. 
President,  The  State  National  Bank  of  El  Paso, 

El  Paso,  Tex. 
President,   The  Austin  National  Bank,   Austin, 

Tex. 
President,    Riverside   National   Bank,    Houston, 

Tex. 
President,   Citizens   National   Bank   of   Abilene, 

Abilene,  Tex. 
President,    The    First   Wichita   National    Bank, 

Wichita  Falls,  Tex. 

Region  12  meeting  dates — July  8  and  October  7,  1966. 


Ford  Simmons 
J.  D.  WUkinson 
James  W.  Aston 
Joseph  F.  Irvin 
George  G.  Matkin 
Leon  Stone 
William  Thomas,  Jr 
Oliver  Howard 
Joe  B.  Wolverton 


Melvin  J.  Roberts 

(Chairman) 
Frank  O.  Papen  (Vice 

Chairman) 
Robert  D.  Williams 

J.  D.  Ackerman 


Robin  B.  Bailey 
R,  K.  Schumann 
W.  M.  Gallaway 
Roy  W.  Simmons 
Del  Grouse 
Jackson  F.  King 
A.  H.  Trautwein 
H.  A.  McEvoy 


President,  Colorado  National  Bank  of  Denver, 

Denver,  Colo. 
President,  The  First  National  Bank  of  Donna 

Ana  County,  Las  Cruces,  N.  Mex. 
President,    First    National    Bank    of    Arizona, 

Phoenix,  Ariz. 
Chairman    and    President,    Exchange    National 

Bank  of  Colorado  Springs,  Colorado  Springs, 

Colo. 
President,  The  First  National  Bank  of  Pueblo, 

Pueblo,  Colo. 
President,    West   Greely   National   Bank,    West 

Greely,  Colo. 
President,  Farmington  National  Bank,  Farming- 
ton,  N.  Mex. 
President,    Zions   First   National   Bank  of  Salt 

Lake  City,  Salt  Lake  City,  Utah 
President,  American  National  Bank  of  Riverton, 

River  ton,  Wyo. 
President,  The  First  National  Bank  of  Casper, 

Casper,  Wyo. 
President,  Cheyenne  National  Bank,  Cheyenne, 

Wyo. 
President,  Continental  National  Bank,  Phoenix, 

Ariz. 


Region  13  meeting  dates — September  16,  1966,  and  April  27,  1967. 

William  E.  Irvin  (Chairman)      President,  The  Idaho  First  National  Bank,  Boise, 

Idaho 
President,  The  Baker-Boyer  National  Bank  of 

Walla  Walla,  Walla  WaUa,  Wash. 
President,  The  First  National  Bank  of  Anchorage, 

Anchorage,  Alaska. 
President,  Fidelity  National  Bank  of  Twin  Falls, 

Twin  Falls,  Idaho 
President,  The  Great  Falls  National  Bank,  Great 

Falls,  Mont. 
President,   Midland  National  Bank  of  Billings, 

Billings,  Mont. 
Chairman,  The  First  National  Bank  of  Missoula, 

Missoula,  Mont. 


Baker  Ferguson  (Vice 

Chairman) 
D.  H.  Cuddy 

L.  A.  Frazier 

Forrest  C.  Iledgor 

John  E.  Tenge 

Theodore  Jacobs 
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President,  Great  Western  National  Bank,  Port- 
land, Oreg. 

President,  National  Bank  of  Commerce  of 
Seattle,  Seattle,  Wash. 

President,  First  National  Bank  in  Port  Angeles, 
Port  Angeles,  Wash. 

President,  Old  National  Bank  of  Washington, 
Spokane,  Wash. 

President,  U.S.  National  Bank  of  Oregon,  Port- 
land, Oreg. 

Region  14  meeting  dates — ^Jiily  22  and  September  16,  1966,  and  February  3 
and  June  2,  1967. 

Ralph  V.  Arnold  (Chairman) 


C.  Henri  Labbe 
Maxwell  Carlson 
James  E.  Phillips 
Dewitt  Wallace 
E.  J.  Kolar 


Chairman  and  President,  First  National  Bank  & 
Trust  Co.,  Ontario,  Calif. 

President,  First  National  Bank  of  Hawaii,  Hono- 
lulu, Hawaii 

President,  Bank  of  California,  N.A.,  San  Fran- 
cisco, Calif. 

President,  Humboldt  National  Bank,  Eureka, 
Calif. 

President,  City  National  Bank,  Beverly  Hills, 
Calif. 

Chairman  and  President,  Golden  Gate  National 
Bank,  San  Francisco,  Calif. 

Chairman,  Palm  Springs  National  Bank,  Palm 
Springs,  Calif. 

President,  The  First  National  Bank  of  San  Jose, 
San  Jose,  Calif. 

President,  Santa  Barbara  National  Bank,  Santa 
Barbara,  Calif. 

Chairman  and  President,  U.S.  National  Bank, 
San  Diego,  Calif. 

President,  Newport  National  Bank,  Newport 
Beach,  Calif. 

President,  First  National  Bank  of  Nevada,  Reno, 
Nev. 


Dan  E.  Dorman  (Vice  Chair- 
man) 
Charles  de  Bretteville 

Charles  E.  Harris 

Alfred  Hart 

Jacob  Shemano 

M.  A.  Ruderman 

Joseph  Rogers 

Howard  L.  Sargent 

C.  Arnholt  Smith 

George  L.  Woodford  Jr. 

H.  S.  Gorman 

U.S.  Coast  Guard 

CHEMICAL  TRANSPORTATION  ADVISORY  PANEL 

This  Panel,  established  on  May  4,  1949,  acts  as  an  advisory  body  on  matters 
concerned  with  the  bulk  transportation  of  chemicals  or  hazardous  cargo.  Such 
expert  advice  from  industry  is  mandatory  to  keep  current  and  effective  the 
dangerous  cargo,  tank  vessel,  cargo,  and  other  associated  regulations  promulgated 
and  enforced  by  the  Coast  Guard. 

Membership  of  the  Panel,  which  met  in  fiscal  1967  on  August  31,  November 
3-4,  and  March  2-3,  follows : 

Manager,    Distribution   and   Traffic,    The   Dow 

Chemical  Company,  Midland,  Mich. 
Transportation  Engineer,  Manufacturing  Chem- 
ists' Association,  Inc.,  Washington,  D.C. 
Chief,   Chemical  Engineering  Branch,  Merchant 
Marine    Technical     Division,     USCG     Head- 
quarters, Washington,  D.C. 
Consultant,    Engineering    Department,    Phillips 

Petroleum  Company,  Bartlesville,  Okla. 
Senior  Distribution  Engineer,  Development  Divi- 
sion,   Traffic    Department,  E.  I.  du   Pont  de 
Nemours  and  Co.,  Wilmington,  Del. 
Executive    Vice    President,    Broit    Engineering, 

Inc.,  839  17th  Street,  WiishingLon,  D.C. 
Operations,  Nilo  Barge  Lines,  St.  Louis,  Mo. 
Vice   President,    Marine   Transport   Ivines,   Inc., 

New  York,  N.Y. 
President,  Jeffersonville  Boat  and  Machine  Co., 
Jeffersonville,  Ind. 


OUver  E.  Beutel 

G.  H.  Mayhood 

Commander  Eric  Grundy, 
USCG,  Liaison  Officer 

George  R.  Benz 

G.  W.  Feldman 


Captain  G.  C.  Steinman, 

USCG  (Ret.) 
J.  R.  Black 
J.  C  Clarke 

R.  W.  Krieger 
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T.  J.  Lengyel 

R.  B.  Mitcliell,  Jr. 
A.  C.  Clark,  Secretary 

Commander  M.  E.  Welch, 

USCG,  Liaison  Officer 
John  Hale 


M.  M,  Anderson 

Robert  K.  Gregg 

Walter  G.  Neal,  Jr. 
T.  W.  Rodes 

George  P.  Jacobson 

Albert  N.  Narter 

R.  T.  Williamsl 
J.  B.  Muir        ; 

James  E.  Weaver,  Chairman 

R.  J.  Wheeler 


M.  F,  Crass,  Jr. 
E.  A.  Olson 
B.  H.  Lord,  Jr. 
Robert  L.  Mitchell,  Jr. 


Assistant   Manager,    Marine   Department,   Shell 

Oil  Co.,  New  York,  N.Y. 
(•hcmical  Carriers,  Inc.,  New  York,  N.Y. 
Chemical    Engineer,     Manufacdiring    Chemists' 

Association,  Inc.,  Washington,  D.C. 
Assistant    Chief,    Hazardous    Mat(>rial    Division, 

USCG  Headquarters,  Washington,  D.C. 
Technical   Representative,   Engineering  Depart- 
ment,    Phillips    Petroleum    Co.,    Bartlesville, 
Okla. 
Chemicals  Division,  Union  Carbide  Corp.,  South 

Charleston,  W.  Va. 
Dow   Chemical   Co.,    Texas   Division,    Freeport, 

Tex. 
Keystone  Shipping  Co.,  Philadelphia,  Pa. 
Plant  Superintendent,  Union  Carbide  Chemical 

Co.,  Carteret,  N.J. 
Assistant  Manager,  Marine  Transportation,  Allied 

Chemical  Corp.,  New  York,  N.Y. 
Principal  Surveyor,  American  Bureau  of  Shipping, 

New  York,  N.Y. 

Project  Engineer,  Marine  Division,  Humble  Oil 
and  Refining  Co.,  Houston,  Tex. 

Manager  of  Transportation,  Pittsburgh  Plate 
Glass  Co.,  Pittsburgh,  Pa. 

Manager,  Marine  Transportation,  Phillips  Petro- 
leum Co.,  Bartlesville,  Okla. 

Ex  Officio  Members: 

Secretary-Treasurer,  Manufacturing  Chemists' 
Association,  Inc.,  Washington,  D.C. 

Secretary- Treasurer,  Compressed  Gas  Associ- 
ation, Inc.,  New  York,  N.Y. 

Director,  Division  of  Transportation,  American 
Petroleum  Institute,  Washington,  D.C. 

Secretary-Treasurer,  The  Chlorine  Institute,  Inc., 
New  York,  N.Y. 


NATIONAL  OFFSHORE  OPERATIONS  PANEL 

This  Panel  was  estabhshed  on  December  15,  1959,  to  advise  the  U.S.  Coast 
Guard  on  matters  related  to  the  highly  specialized  construction  and  operation  of 
geophysical  survey  vessels,  drilling  platforms,  and  associated  vessels  and  barges. 

Members  of  the  Panel,  which  met  in  fiscal  1967  on  August  18,  were  as  follows: 

R.  T.  Sessums,  Chairman  Vice    President,    Freeport    Sulphur    Co.,    New 

Orleans,  La. 
H.  E.  Denzler,  Jr.,  Secretary      Assistant  to  Vice  President,  Chevron  Oil  Com- 
pany, New  Orleans,  La. 

District  Production  Manager,  Gulf  Oil  Corp., 
New  Orleans,  La. 

Vice  President,  J.  Ray  McDermott  and  Co.,  Inc., 
New  Orleans,  La. 

Producing  Department,  Southern  Division,  Stand- 
ard Oil  Co.  of  Cahfornia,  Western  Operations, 
Inc.,  La  Habra,  Calif. 

Kerr-McGee  Oil  Industries,  Inc.,  Oklahoma  City, 
Okla. 

Chairman,  Gulf  Offshore  Marine  Service  Associa- 
tion, New  Orleans,  La. 

Vice  President,  Drilling  and  Production,  Pauley 
Petroleum  Inc.,  Los  Angeles,  Calif. 

Division  Manager,  Signal  Oil  and  Gas  Co.,  Los 
Angeles,  Calif. 

Manager  Production  Department,  Shell  Oil  Co., 
New  Orleans,  La. 


W.  H.  Le Grand 
R.  N.  Crews 
R.  E.  France 


James  W.  Greely 
W.  H.  Henderson 
Donald  S.  Hare 
W.  M.  House 
J.  W.  Pittman 
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R.  O.  Pollard 
M.  S.  Kendrick 
Frank  R.  Davis 
Bert  E.  Crowder 


Capt.  H.  R.  Christensen 
H.  R.  Inman 


E.  J.  Deupree 


Manager,  Production  Department,  Richfield  Oil 
Co.,  Long  Beach,  Calif. 

Regional  Manager,  Continental  Oil  Co.,  Houston, 
Tex. 

District  Production  Supervisor,  Phillips  Petro- 
leum Co.,  Santa  Barbara,  Calif. 

Assistant  Manager,  Southeastern  Division,  Pro- 
duction Department,  Humble  Oil  and  Refining 
Co.,  New  Orleans,  La. 

Texaco,  Inc.,  New  York,  N.Y. 

Production  Manager,  New  Orleans  Division, 
Mobil  Oil  Co.,  Lafayette,  La. 

Vice  President  and  General  Manager,  Chevron 
Oil  Co.,  New  Orleans,  La. 

PORT  ADVISORY  COUNCILS 

Port  Advisory  Councils  provide  a  forum  for  discussion  and  interpretation  of 
Coast  Guard  policies  and  directives,  thereby  furthering  cooperation.  The 
Councils,  representing  the  various  port  interests,  also  furnish  advice  and  infor- 
mation to  Coast  Guard  authorities.  Two  of  these  councils  held  meetings  during 
fiscal  1967.  The  lists  of  members  and  dates  of  meetings  for  these  advisory  groups. 
New  Orleans,  La.,  and  Houston,  Tex.,  follow. 

PORT  ADVISORY  COUNCIL,  NEW  ORLEANS,  LOUISIANA 

This  advisory  council,  founded  in  1960,  met  every  two  months  during  fiscal 
1967.  Its  membership  follows: 

P.O.    Box    23134,    Pouit    Landing,    Inc.,    New 

Orleans,  La. 
524  Hibernis  Bldg.,  T.  Smith  &  Son,  Inc.,  New 

Orleans,  La. 
Lykes  Bros.  Steamship  Co.,  P.O.  Box  50998,  New 

Orleans,  La. 
Captain  of  the  Port,    USCG,    1201    Lakeshore 

Drive,  New  Orleans,  La. 
P.O.    Box    50250,    Delta    Steamship    Co.,    New 

Orleans,  La. 
Crescent  River  Port  Pilots  Association,  New  Or- 
leans, La. 
Safety  Officer,  Board  of  Commissioners,  Port  of 

New  Orleans,  P.O.  Box  60046,  New  Orleans, 

La. 
Superintendent    of    Docks,    Board    of    Commis- 
sioners, Port  of  New  Orleans,  P.O.  Box  60046, 

New  Orleans,  La. 
USCG,  Custom  House,  New  Orleans,  La. 
Superintendent,  New  Orleans  Fire  Department, 

317  Decatur  Street,  New  Orleans,  La. 
Baton  Rouge  Steamship  Pilots  Association,  New 

Orleans,  La. 
Marine  Inspection  Officer,  USCG,  Custom  House, 

New  Orleans,  La. 
Army  Engineer  District,  New  Orleans,  Corps  of 

Engineers,  P.O.  Box  60267,  New  Orleans,  La. 
Vice    President,    N.    O.    Steamship    Assn.,    219 

Carondelet  Street,  New  Orleans,  La. 
American     Waterways,     Operators,     Inc.,     435 

Whitney  Bldg.,  New  Orleans,  La. 
Production  Engineer,  The  California  Co.,  Calif- 

fornia  Bldg.,  New  Orleans,  La. 
Bureau  of  Explosives,  909  Walker  Street,   New 

Orleans,   La. 
Bureau  of  Customs,  Room  233,   Custom  House, 

New  Orleans,  La. 
Bureau  of  Customs,  Room  200,  Custom  House, 

New  Orleans,  La. 


Forsee  "Jack"  Estes 

W.  S.  Smith 

Capt.  E.  B.  Hendrix,  2d 

Capt.  E.  A.  Poulter,  USCG, 

Secretary 
Capt.  C.  L.  Spicer 

Capt.  James  H.  Edwards,  Jr., 

Chairman 
Henry  R.  Rauber, 

Co-Chairman 

Harry  J.  Rome 

Capt.  E.  J.  Worrel,  Jr.,  USCG 

A.  J.  Heyd 

Capt.  S.  T.  Furr 

Capt.  M.  L.  Harbourt,  USCG 

Otis  M.  Jernigan 

Sam  Giallanza 

McVey  F.  Ward 

H.  E.  Denzler,  Jr. 

B.  C.  Weaver 

Maj.  Gen.  Raymond  Hufift 
Milton  L.  LeBlanc 
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PI.  L.  LeBlanc 

Capt.  Henry  B.  Dunlap 

Louis  C.  LaCour 

Professor  A.  Lee  Dunlap 

C.  W.  Herbert 

Henri  Wolbrette 


Bureau  of  Customs,  Room  229,  Custom  House, 

New  Orleans,  La. 
Louisiana  Civil  Defense  Agency,  Bldg.  309 A,  Area 

B,  Jackson  Barracks,  New  Orleans,  La. 
U.S.  Attorney,  400  Royal  Street,  New  Orleans, 

La. 
Chairman,  Fire  Prevention,  935  Pine  Street,  New 

Orleans,  La. 
Greater   Baton    Rouge   Port   Commission,    Port 

Allen,  La. 
Louisiana   Chemical   Association,    New   Orleans, 

La. 


PORT  ADVISORY  COUNCIL,  HOUSTON,  TEXAS 

This  advisory  council,  organized  on  March  26,  1959,  held  bimonthly  meetings 
during  fiscal  1967.  Its  membership  follows : 


Capt.  R.  L.  Wynne 

Mr.  H.  Anderson,  Sr. 

Mr.  Robert  A.  Feltner 

Mr.  J.  E.  Ross 

Mr.  F.  V.  Thompson 

Mr.  F.  Van  Heuten 

Mr.  W.  R.  George 

Mr.  J.  L.  Henderson 

Mr.  R.  C.  Bredehoeft 

Mr.  W.  0.  Hunter 

Mr.  H.  E.  Short 

Mr.  Porter  Johnson 

Cdr.  A.  G.  Taylor,  USCG 

Capt.  R.  G.  Schwing,  USCG 

Cdr.  W.  T.  Smith 

Mr.  Elmo  Johnson 
Mr.  H.  Cunningham 
Mr.  J.  E.  Mills 

Mr.  R.  A.  Wilson 
Mr.  B.  Alford 

Mr.  A.  V.  Riemer 

Mr.  R.  G.  Esterlein 
Mr.  David  Wilson 
Mr.  R.  S.  Reid 

Mr.  H.  V.  Conroy 

Mr.  J.  M.  Rodden 

Mr.  C.  E.  Bullock 

Mr.  C.  L.  Shuptrine 

Mr.  J.  P.  Turner 


American    Institute    of    Marine    Underwriters, 

RM7,  Cotton  Exch.  Bldg.,  Houston,  Tex. 
Anderson   Petroleum  Transport   Co.,   P.O.   Box 

12513,  Houston,  Tex. 
Attorney     at     Law,    914     World    Trade    Bldg., 

Houston,  Tex. 
Attorney  at  Law,  1817  Chamber  of  Commerce 

Bldg.,  Houston,  Tex. 
Biehl     Steamship     Co.,     World     Trade     Bldg., 

Houston,  Tex. 
Biehl     Steamship     Co.,     World     Trade     Bldg., 

Houston,  Tex. 
Bloomfield  Steamship  Co.,  Cotton  Exch.  Bldg., 

Houston,  Tex. 
Champion  Paper  Co.,  P.O.  Box  872,  Pasadena, 

Tex. 
City  of  Houston,  1020  Bagby,  Houston,  Tex. 
City  of  Houston,  1020  Bagby,  Houston,  Tex. 
City  of  Houston,  61  Reisner,  Houston,  Tex. 
Coast  Guard  Auxiliary,  Houston,  Tex. 
Coast    Guard   Houston   Station,    P.O.   Box   446, 

Galena  Park,  Tex. 
U.S.    Coast    Guard    Marine    Inspection    Office, 

7300  Wingate,  Houston,  Tex. 
U.S.   Coast   Guard,    (Ret.),   6663   Fairfield   Dr. 

Houston,  Tex. 
Diamond  Alkali,  P.O.  Box  686,  Pasadena,  Tex. 
Ethyl  Corp.,  P.O.  Box  472,  Pasadena,  Tex. 
Fire  Prevention  and  Engineering  Bureau,  Suite 

204,  2903  Richmond,  Houston,  Tex. 
Funch,  Edye  and  Co.,  Inc.,  Houston,  Tex. 
General  American  Tank  Storage  Co.,  P.  O.  Box 

486,  Galena  Park,  Tex. 
General   American    Tank    Storage    Co.,    Galena 

Park  Tex. 
G.  &  H.  Towing,  P.O.  Box  5336,  Houston,  Tex. 
G  &  H  Towing,  509  Texas  Bldg.,  Galveston,  Tex. 
Hansen   &   Tidemann,    Inc.,    1312   Texas    Ave., 

Houston,  Tex. 
Harris    County    Defense    and    Disaster    Relief, 

413  Civil  Courts  Bldg.,  Houston,  Tex. 
Harris  County  Defense  and  Disaster  Relief,  413 

Civil  Courts  Bldg.,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County   Navigation    District,   P.O.   Box 

2562,  Houston,  Tex. 
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Mr.  V.  D.  Williams 

Capt.  Bob  Leonard 

Mr.  W.  R.  Jameson 
Mr.  B.  K.  Parker,  Jr. 

Mr.  W.  F.  Arnett 

Capt.  John  Niday 
Mr.  Ij.  J.  Fentiman 

Mr.  F.  L.  Hooper 

Mr.  T.  J.  McTaggart 

IMr.  II.  C.  Board 

Mr.  W.  G.  Wells 

Capt.  K.  H.  Eitzen 

Mr.  J.  H.  Branard 

Capt.  J.  E.  Baker 

Mr.  A.  W.  Lott 

Mr.  Lee  Throgmorton 

Mr.  H.  Heard 

Mr.  H.  C.  Hix 

Mr.  L.  L.  Beal 

Mr.  Hardin  Ellis 

Mr.  V.  P.  Piana 

Mr.  W.  D.  Farnsworth 

Mr.  T.  J.  Bryant 

Mr.  Russel  Brierly 

Mr.  H.  C.  Blaylock 
Mr.  L.  Grossheim 
Mr.  R.  K.  Perkins 
Capt.  C.  Rykiel 

Mr.  Ray  Garrigus"! 
Mr.  John  Byrnes  j 
Mr.  P.  E.  Kuntz 

Mr.  O.  D.  Nesmith 

Col.  J.  E.  Unverferth 

Mr.  E.  G.  White 

Mr.  W.  11.  McNeil 
Mr.  J.  F.  Kanapaux 

Mr.  F.  T.  Fendley,  Jr. 


Harris   County   Navigation    District,   P.O.   Box 

2562,  Houston,  Tex. 
Harris  County  Sheriffs  Department,  300  Fannin, 

Houston,  Tex. 
Hess  Terminals,  P.O.  Box  52,  Galena  Park,  Tex. 
Houston   Barge    Lines,    Inc.,    P.O.    Box    26617, 

Houston,  Tex. 
Houston  Maritime  Association,  510  Cotton  Exch. 

Bldg.,  Houston,  Tex. 
Houston  Pilots,  6302  Gulf  Freeway,  Houston,  Tex. 
Humble    Oil    and    Refining    Co.,     508    Wliiting, 

Baytown,  Tex. 
Humble  Oil  and  Refining  Co.,  P.O.  Box  1512, 

Houston,  Tex. 
Humble  Oil  and  Refining  Co.,  P.O.   Box  1512, 

Houston,  Tex. 
International  Longshoremen's   Association,  7524 

Avenue  N,  Houston,  Tex. 
International  Longshoremen's   Association,  7811 

Harrisburg,  Houston,  Tex. 
Keystone  Shipping  Co.,   2407  Sieber,   Houston, 

Tex. 
Long  Reach   Docks,    P.O.   Box  2588,   Houston, 

Tex, 
Lykes  Brothers  Steamship  Co.,  P.O.  Box  1243, 

Houston,  Tex. 
Lykes  Brothers  Steamship  Co.,  P.O.  Box  1243, 

Houston,  Tex. 
Lykes  Brothers  Steamship  Co.,  P.O.  Box   1243, 

Houston,  Tex. 
Manchester   Terminal   Corp.,    P.O.    Box   52278, 

Houston,  Tex. 
Manchester   Terminal   Corp.,    P.O.    Box   52278, 

Houston,  Tex. 
Marine    Office    of    America,    811     Westheimer, 

Houston,  Tex. 
Marine    Office    of    America,    811     Westheimer, 

Houston,  Tex. 
Phillips  Petroleum  Co.,  P.O.  Box  792,  Pasadena 

Tex. 
National  Cargo  Bureau,  903  World  Trade  Bldg., 

Houston,  Tex. 
Port  Houston  Shipyards,  Inc.,  P.O.   Box  2065, 

Houston,  Tex. 
Rutherford   &   Brierly   Marine   Surveyors,   8102 

DeLeon,  Houston,  Tex. 
Shell  Oil  Co.,  P.O.  Box  100,  Deer  Park,  Tex. 
Shell  Oil  Co.,  P.O.  Box  100,  Deer  Park,  Tex. 
Signal  Oil  Co.,  P.O.  Box  5008,  Houston,  Tex. 
Sinclair  Refining  Co.,  P.O.  Box  2451,  Houston, 

Tex. 
Tenneco    Manufacturing    Co.,     P.O.   Box   2511, 

Houston,  Tex. 
Texas  Transport   and   Terminal   Co.,    Inc.,    711 

Fannin,  Houston,  Tex. 
United  States  Army  Engineers,  P.O.  Box  1229, 

Galveston,  Tex. 
United  States  Army  Engineers,  P.O.  Box  1229, 

Galveston,  Tex. 
U.S.  Department  of  Labor,  515  Rusk,  Houston, 

Tex 
U.S.  Gypsum  Co.,  P.O.  Box  25,  Galena  Park,  Tex. 
U.S.  Salvage  Association,  3400  Montrose,  Hous- 
ton, Tex. 
W.  D.  Haden  Company,  P.O.  Box  5217,  Houston, 

Tex. 
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Mr.  William  Robb 
Mr.  E.  G.  Harris 

Mr,  E.  F.  Slotwinski 
Mr.  Wayne  Slovacek 
Mr.  J.  A.  Welch 
Mr.  R.  A.  Fenzl 
Mr.  P.  E.  Hidemann 

Mr.  J.  M.  Blanchet 
Mr.  R.  F.  Huette 
Mr.  R.  A.  Newton,  Jr. 


Young  &  Co.,  1402  70tli  Street,  Houston,  Tex. 
American    Commercial    Barge    Lines,    Houston, 

Tex. 
Armco  Steel  Corp.,  Houston,  Tex. 
Equity  Export  Corp.,  Deer  Park,  Tex. 
Gulf  Canal  Lines,  Houston,  Tex. 
Harrisburgh  Machine  Co.,  Houston,  Tex. 
Bethlehem  Steel  Co.,  Marine  Division,  Houston, 

Tex. 
OUn-Mathieson  Chemical  Corp.,  Pasadena,  Tex. 
Sea-Land  Services,  Inc.,  Salena  Park,  Tex. 
United  States  Steel  Corp.,  Houston,  Tex. 

WESTERN  RIVERS  PANEL 

The  Western  Rivers  Panel,  formed  on  March  12,  1943,  advises  on  the  various 
aspects  of  shipping  on  the  western  rivers  system.  The  increase  in  bulk  cargo 
shipments  by  barge  and  the  technological  advances  in  this  method  of  transporta- 
tion require  the  continued  advice  of  this  panel  to  ensure  safety  of  life  and  property 
on  the  inland  waterways. 

The  panel,  consisting  of  the  members  listed  below,  met  on  September  1,  1966. 

The     American     Waterways     Operators,     Inc., 

Washington,  D.C. 
President,    Anderson    Petroleum   Transportation 

Co.,  Houston,  Tex. 
Chairman    of   the    Board,    Sabine    Towing    and 

Transportation  Co.,  Inc.,  Port  Arthur,  Tex. 
Vice    President,    Canal    Barge    Co.,    Inc.,    New 

Orleans,  La. 
President,   Brent   Towing  Co.,   Inc.,   Greenville, 

Miss. 
Consultant  and   Chairman  of  the   Management 

Committee,  Ingram  Barge  Co.,  New  Orleans, 

La. 
Vice  President,   National   Marine  Service,   Inc., 

Hartford,  111. 
Marine    Superintendent,    Federal    Barge    Lines, 

Inc.,  St.  Louis,  Mo. 
Executive     Vice      President,      Crounse     Corp., 

Paducah,  Ky. 
Vice  President,  Upper  Mississippi  Towing  Corp., 

Minneapolis.  Minn. 
Coyle  Lines  Inc.,  New  Orleans,  La. 
President,  Mid-South  Towing  Co.,  St.  Louis  Mo. 
Manager,    River    Operations,    Ashland    Oil    and 

Refining  Co.,  Inc.,  Ashland,  Ky. 
Marine    Superintendent,    Cargo    Carriers,    Inc., 

Minneapolis,  Minn. 
Executive  Vice  President,  Hougland  Barge  Line, 

Inc.,  Paducah,  Ky. 
Port  Captain,  The  Ohio  River  Co.,  Huntington, 

W.  Va. 
Vice  President,  Warrior  and  Gulf  Navigation  Co., 

Chickasaw.  Ala. 
A.  L.  MechUng  Barge  Lines,  Inc.,  New  Orleans, 

La. 
Corporate  Marine  Manager,  The  Dow  Chemical 

Co.,  Freeport,  Tex. 
Vice    President-Operations,    Union    Barge    Line 

Corp.,  Pittsburgh,  Pa. 
Anoka  Boat  and  Towing  Co.,  Inc.,  Hughes,  Ark. 
Manager,  Missouri  Barge  Line  Co.,  Cape  Girar- 
deau, Mo. 
President,    Hillman    Transportation    Co.,    Pitts- 
burgh, Pa. 
Vice  President,  Material  Service  Division,  Gen- 
eral Dynamics  Corp.,  Chicago,  111. 


Braxton  B.  Carr,  Chairman 
Harry  W.  Anderson 
Munger  T.  Ball 
J.  Clarke  Berry 
Jesse  E.  Brent 
Ruel  E.  Bridges 

W.  A.  Creelman 

B.  O.  Caplener 

Neville  Stone 

Gale  H.  Chapman 

Bailey  T.  DeBardeleben 
Captain  Noble  L.  Gordon 
Robert  L.  Gray 

Robert  H.  Hertzberg 

Gresham  Hougland 

Captain  Robert  B.  McCulloch 

W.  I.  McElroy 

D.  L.  Mechling 

Robert  L.  Bryant 

Alvan  D.  Osbourne 

Bert  C.  Pouncey,  Jr. 

C.  W.  Rushing 

Frank  P.  Silhman 
Arnold  Sobel 
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Captain  Roj'  Streckfus 

Captain  L.  J.  Sullivan 

J.  W.  Weaver 

Captain  Jack  D.  Woflford 


Manager,    Marine    Division,    Inland   Waterways 

Department,    Humble    Oil  and    Refining   Co., 

Houston,  Tex. 
President,   Streckfus   Steamers,   Inc.,   St.   Louis. 

Mo. 
Vice  President,   Marine  Operations,   Mississippi 

Valley  Barge  Lines,  St.  Louis,  Mo. 
Standard  Oil  Co.  (Kentucky),  Louisville,  Ky. 
American  Commercial  Barge  Line  Co.,  Jefferson- 

ville,  Ind. 


TABLES 

Note. — Details  of  figures  may  not  add  to  totals  because  of  rounding. 


Bases  of  Tables 

The  figures  in  this  report  are  shown  on  the  basis  of:  (a)  The  Daily  Statement 
of  the  United  States  Treasury;  (b)  the  Monthly  Statement  of  Receipts  and  Expendi- 
tures of  the  United  States  Government;  (c)  warrants  issued;  (d)  pubHc  debt  accounts; 
and  (e)  administrative  accounts  and  reports.  Where  no  basis  is  indicated,  the 
figures  are  derived  from  administrative  reports  prepared  according  to  various 
specifications.  Where  more  than  one  basis  is  used  in  a  single  table  covering  a 
period  of  years,  the  date  of  the  change  in  basis  is  stated.  The  term  "security," 
wherever  used  in  the  various  tables,  means  any  obligation  issued  pursuant  to  law  for 
valuable  consideration  and  includes  bonds,  notes,  certificates  of  indebtedness, 
debentures,  and  other  evidences  of  indebtedness. 

Following  are  general  explanations  of  the  various  bases.  For  background  on 
the  first  two  bases  (the  daily  and  monthly  statements)  see  exhibits  69,  70,  and  71 
in  the  1954  annual  report;  and  for  the  third  (warrants  issued)  see  1962  annual 
report,  page  502. 

Daily  Statement  of  the  United  States  Treasury 

The  daily  Treasury  statement  was  the  basis  for  receipts,  expenditures,  and  the 
resulting  surplus  or  deficit  shown  in  this  report  for  the  fiscal  years  1916-52,  and 
from  1916  to  present  it  has  been  the  basis  for  much  of  the  public  debt  data  and  all 
of  the  figures  on  the  account  of  the  Treasurer  of  the  United  States.  Since  1916 
the  daily  statement  has  been  based  on  bank  transcripts  (summarizing  charges 
for  checks  paid  and  credits  for  deposits  on  the  books  of  the  banks)  cleared  and 
processed  through  the  accounts  of  the  Treasurer's  office  in  Washington.  Tele- 
graphic reports  are  used  to  provide  more  timely  data  for  certain  major  types  of 
information  pending  receipt  of  the  bank  transcripts.  For  the  fiscal  years  1946-52, 
expenditures  for  agencies  using  the  facilities  of  the  Treasury  Department's 
Division  of  Disbursement  were  shown  on  the  basis  of  reports  of  checks  issued. 
Total  expenditures,  however,  as  well  as  expenditures  for  the  military  departments 
and  other  agencies  using  their  own  disbursing  facilities,  were  on  the  basis  of  bank 
transcripts  cleared. 

During  the  time  it  served  as  the  basis  for  the  budget  results,  the  daily  statement 
covered  certain  transactions  processed  through  commercial  bank  accounts  held 
in  the  name  of  Government  officers  other  than  the  Treasurer  of  the  United  States, 
and  included  intragovernmental  and  other  noncash  transactions.  The  present 
daily  Treasury  statement  reports  the  status  of  the  Treasurer's  account  and  sum- 
marizes the  various  transactions  representing  deposits  and  withdrawals  in  that 
account,  excluding  noncash  transactions  (with  minor  exceptions)  and  transac- 
tions involving  cash  held  outside  the  Treasurer's  account.  Only  a  limited  number 
of  deposit  and  withdrawal  classifications  are  shown.  These  data  do  not  purport 
to  represent  budget  results. 

Monthly  Statement  of  Receipts  and   Expenditures  of  the  United    States  Gov- 
ernment 

Beginning  with  the  figures  for  the  fiscal  year  1953,  this  monthly  statement 
replaced  the  daily  statement  as  the  primary  source  of  administrative  budget 
results  (surplus  or  deficit)  and  other  receipt  and  expenditure  data  classified  by 
type  of  account.  This  statement  shows  all  receipts  and  expenditures  of  the 
Government  including  those  made  from  cash  accounts  held  outside  the  Treasurer's 
account.  The  information  in  the  monthly  statement  is  based  on  the  central 
accounts  relating  to  cash  operations  (see  "Description  of  Accounts  Relating  to 
Cash  Operations,"  below). 

Warrants  issued 

Receipt  and  expenditure  data  shown  for  fiscal  years  before  191(5  were  taken 
from  reports  based  on  warrants  issued. 

For  receipts,  covering  warrants  were  prepared  from  certificates  of  deposit 
mailed  to  the  Treasury,  principally  by  Government  depositaries,  showing  de- 
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posits  received.  The  figures  thus  compiled  were  on  a  "warrants-issued"  basis. 
Since  these  certificates  did  not  reach  the  Treasury  simultaneously,  all  receipts  for 
a  fiscal  year  could  not  be  covered  into  the  Treasury  by  warrant  of  the  Secretary 
immediately  upon  the  close  of  the  fiscal  year.  Therefore,  certain  certificates  of 
deposit  representing  amounts  deposited  during  one  fiscal  year  were  reported  as 
the  next  year's  receipts. 

Reports  of  expenditures  were  based  on  the  amount  of  accountable  and  settle- 
ment warrants  issued  and  charged  to  appropriation  accounts.  Since  accountable 
warrants  covered  advances  to  disbursing  officers,  rather  than  actual  payments, 
reported  expenditures  necessarily  included  the  changes  in  balances  of  funds 
remaining  unexpended  to  the  credit  of  disbursing  officers  at  the  close  of  the  fiscal 
year. 

Public  debt  accoants 

The  figures  reported  on  this  basis  represent  transactions  which  have  been 
audited  by  the  Bureau  of  the  Public  Debt.  It  is  sometimes  several  months  after 
a  financing  operation  before  all  the  transactions  have  been  reported  and  audited. 
Therefore,  the  public  debt  figures  on  this  basis  diflfer  from  those  reported  in  the 
daily  Treasury  statement  since  the  latter  consist  of  transactions  cleared  through 
the  Treasurer's  account  during  the  reporting  period.  A  reconciliation  of  figures 
on  the  two  bases  is  given  in  table  33. 

Administrative  accounts  and  reports 

Certain  tables  in  this  report  are  developed  from  the  accounts,  records,  and 
reports  of  the  administrative  agencies  concerned,  which  may  be  on  various  bases. 
These  tables  include  internal  revenue  and  customs  statistics,  foreign  currency 
transactions  in  the  accounts  of  the  Secretary  of  the  Treasury,  and  financial 
statements  of  Government  corporations  and  other  business-type  activities. 

Description  of  Accounts  Relating  to  Cash  Operations 

The  classes  of  accounts  maintained  in  connection  with  the  cash  operations  of 
the  Federal  Government,  exclusive  of  public  debt  operations,  include:  (1)  The 
accounts  of  fiscal  officers  or  agents,  collectively,  who  receive  money  for  deposit  in 
the  U.S.  Treasury  or  for  other  authorized  disposition  or  who  make  disbursements 
by  drawing  checks  on  the  Treasurer  of  the  United  States  or  by  eflfecting  payments 
in  some  other  manner;  (2)  the  accounts  of  administrative  agencies  which  classify 
receipt  and  expenditure  (disbursement)  transactions  according  to  the  individual 
receipt,  appropriation,  or  fund  account;  and  (3)  the  accounts  of  the  Treasurer  of 
the  United  States  whose  office,  generally  speaking,  is  responsible  for  the  receipt 
and  custody  of  money  deposited  by  fiscal  officers  or  agents,  for  the  payment  of 
checks  drawn  on  the  Treasurer,  and  the  payment  of  public  debt  securities  re- 
deemed. A  set  of  central  accounts  is  maintained  in  the  Treasury  Department 
for  the  purpose  of  consolidating  financial  data  reported  periodically  from  these 
three  sources  in  order  to  present  the  results  of  cash  operations  in  central  financial 
reports  on  a  unified  basis  for  the  Government  as  a  whole,  and  as  a  means  of 
internal  control. 

The  central  accounts  relating  to  cash  operations  disclose  monthly  and  fiscal 
year  information  on:  (1)  The  Government's  receipts  by  principal  sources,  and 
its  expenditures  according  to  the  different  appropriations  and  other  funds  in- 
volved; and  (2)  the  cash  transactions,  classified  by  types,  together  with  certain 
directly  related  assets  and  liabilities  which  underlie  such  receipts  and  expenditures. 
The  accounting  for  receipts  is  substantially  on  the  basis  of  collections  (i.e.  as  of 
the  time  cash  receipts  are  placed  under  accounting  control),  and  that  for  expendi- 
tures is  substantially  on  the  basis  of  checks  issued  (and  cash  payments  made) 
except  that  since  June  1955  interest  on  the  public  debt  has  been  on  an  accrual 
basis.  The  structure  of  the  accounts  provides  for  a  reconciliation,  on  a  firm 
accounting  basis,  between  the  published  reports  of  receipts  and  expenditures  for 
the  Government  as  a  whole  and  changes  in  the  Treasurer's  cash  balance  by  means 
of  such  factors  as  checks  outstanding,  deposits  in  transit,  and  cash  held  outside 
the  Treasury.  Within  the  central  accounts,  receipt  and  expenditure  accounts 
arc  classified  as  described  in  the  following  paragraphs. 

Administrative  budget  accounts 

General  fund  accounts. — General  fund  receipt  accounts  are  credited  with  all 
receipts  which  are  not  earmarked  by  law  for  a  specific  purpose.     General  fund 
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receipts  consist  principally  of  internal  revenue  collections,  which  include  income 
taxes,  excise  taxes,  estate,  gift,  and  employment  taxes.  The  remainder  consist 
of  customs  duties  and  a  large  number  of  miscellaneous  receipts,  including  fees 
for  permits  and  licenses;  fines,  penalties,  and  forfeitures;  interest  and  dividends; 
rentals;  royalties;  sale  of  Government  property;  and  seigniorage.  General  fund 
expenditure  accounts  are  established  to  record  amounts  appropriated  by  the 
Congress  to  be  expended  for  the  general  support  of  the  Government. 

Special  fund  accounts. — Special  fund  accounts  are  credited  with  receipts 
from  specific  sources  which  are  earmarked  by  law  for  a  specific  purpose,  but 
which  are  not  generated  from  a  cycle  of  operations. 

Revolving  fund  accounts. — These  are  funds  authorized  by  specific  provisions  of 
law  to  finance  a  continuing  cycle  of  operations  in  which  expenditures  generate 
receipts,  and  the  receipts  are  available  for  expenditure  without  further  action 
by  Congress.  They  are  classified  as  (a)  public  enterprise  funds  where  receipts 
come  primarily  from  sources  outside  the  Government  and  (b)  intragovernmental 
funds  where  receipts  come  primarily  from  other  appropriations  or  funds.  Treas- 
ury reports  generally  show  the  net  effect  of  operations  (excess  of  disbursements 
or  collections  and  reimbursements  for  the  period)  on  the  administrative  budget 
surplus  or  deficit. 

Management  fund  accounts  {including  consolidated  working  funds). — These 
are  working  fund  accounts  authorized  by  law  to  facilitate  accounting  for  and 
administration  of  intragovernmental  activities  (other  than  a  continuing  cycle 
of  operations)  which  are  financed  by  two  or  more  appropriations. 

Other  accounts 

Trust  fund  accounts. — These  are  accounts  maintained  to  record  the  receipt 
and  expenditure  of  moneys  held  in  trust  by  the  Government  for  use  in  carrying 
out  specific  purposes  or  programs  in  accordance  with  the  terms  of  a  trust  agree- 
ment or  statute.  The  receipts  of  many  trust  funds,  especially  the  major  ones, 
to  the  extent  not  needed  for  current  payments,  are  invested  in  public  debt  securi- 
ties and  other  Government  agency  securities.  Generally,  trust  fund  accounts 
consist  of  separate  receipt  and  expenditure  accounts,  but  when  the  trust  corpus 
is  established  to  perform  a  business-type  operation,  the  fund  entity  is  called  a 
"trust  revolving  fund"  and  a  combined  receipt  and  expenditure  account  is  used. 

Deposit  fund  accounts. — Deposit  funds  are  combined  receipt  and  expenditure 
accounts  established  to  account  for  receipts  that  are  either  (a)  held  in  suspense 
temporarily  and  later  refunded  or  paid  into  some  other  fund  of  the  Government 
upon  administrative  or  legal  determination  as  to  the  proper  disposition  thereof, 
or  (b)  held  by  the  Government  as  banker  or  agent  for  others  and  paid  out  at  the 
direction  of  the  depositor. 

This  annual  report  includes  tables  showing  administrative  budget  and  trust  receipts 
and  expenditures  on  the  basis  of  the  budget  concepts  prevailing  through  fiscal  1967. 
These  tables  will  be  replaced  in  the  1968  annual  report  by  new  tables  based  on  the 
budget  concepts  recommended  in  the  "Report  of  the  President's  Commission  on  Budget 
Concepts,"  October  1967  {see  the  1969  Budget  of  the  United  States  Government) . 
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Summary  of 

Table  1. — Nummary  of  fiscal  operations, 
[On  basis  of  daily  Treasury  statements  through  1952;  thereafter  on  basis  of  "Monthly  Statement 


Fiscal  year 

or 

month 


1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948  « 

1949  « 

1950 

1951 

1952. 

1953 

1954 

1955 

1956. 

1957 

1958 

1959 

1960 

1961 

1962. 

1963 

1964. 

1965 

1966 

1967 

1966-July 

Aug— 
Sept.. 
Oct_-. 
Nov... 
Dec... 
19G7-.Tan... 
Feb... 
Mar... 
Apr... 
May... 
June. 


Administrative  budget 


Net  receipts  ■ 


249, 771 
676,  052 
618, 755 
283, 157 
609, 460 
020, 944 
870, 986 
167.  024 
701, 989 
972, 939 
934,  577 
067,  075 
560,  916 
584,  424 
034,  061 
508,  692 
951, 339 
886, 113 
720,044 
348,  624 
460,  221 
424, 906 
092,  073 
210, 348 
664,  072 
796, 892 
263,668 
812,985 
793, 671 
941,715 
194, 526 
301,593 
848, 023 
751,222 
137,818 
654,011 
525, 968 
218, 653 
524, 974 
920,812 


Net 
Expenditures 


055,  208, 931 
254, 948, 411 
036, 861,  487 
367,  713,  522 
986,  002, 002 
302, 937,  069 
326,  041,  595 
923, 379, 3fi4 
955,  232, 145 
474, 412, 987 
544,  036, 935 
970,  284,  450 
303, 201,  294 
119,797,882 
537,  000, 317 
388,  737,  614 
224, 397,  935 
966, 314,  562 
369, 174,  086 
342, 335, 375 
539,  412,  799 
515,167,454 
786,  766,  581 
641, 797,  059 
684, 374, 795 
506, 904,  210 
978, 344, 155 
717,681,003 
262, 598,  434 
042, 365, 927 
882, 505, 694 
976, 689, 230 
386, 496, 222 
512, 258, 361 
987, 358, 735 
459, 106, 074 
698, 683, 102 
463,940,827 
914,902,995 
130, 775, 402 


Surplus,  or 
deficit  (-) 


-$3, 918, 
-6, 159, 
-21,  490, 
-57,  420, 
-51,423, 
-53, 940, 
-20,676, 
753, 

8,  419, 
-1,811, 
-3, 122, 

3,  509, 
-4,  016, 
-9, 449, 
-3, 116, 
-4, 180, 

1,  625, 

1, 595, 
-2,819, 
-12,426, 

1,  224, 
-3, 855, 
-6, 377, 
-6,  265, 
-8,  225, 
-3, 435, 
-2, 251, 
-9, 868, 
-4, 560, 
-3, 845, 
592, 
-5, 165, 
-2, 992, 

1,093, 

-601, 
-1,702, 

-304, 

4, 070, 
-4, 626, 

8, 173, 


019, 161 
272, 358 
242,  732 
430, 365 
392,  541 
916, 120 
170,  609 
787,  600 
469, 844 
440,048 
102, 357 
782,  624 
640, 378 
213, 457 
966,  25C 
228,  921 
553, 403 
671,  550 
454,  041 
986,  751 
047, 422 
742,  548 
674,  508 
586,711 
710,  723 
107,319 
080, 487 
868, 018 
804,  763 
424,212 
688, 832 
387, 637 
648, 199 
492, 861 
220,917 
452, 063 
157, 134 
277, 827 
378, 021 
145,  409 


Trust 
and  other 
transactions, 
net  receipts, 
or  expendi- 
tures (— ) ' 


$442,  538, 143 

907,  790,  781 

-1,612,785,695 

-337,  796, 138 

-2,221,918,654 

791,  293,  666 

-523,587,210 

-1,102,524,942 

-294,342,662 

-494,  733, 365 

99, 137, 360 

679,  223,  478 

147,  077,  201 

434,  671,  979 
327,  762,  083 
231,  296,  942 

-193,580,583 

194,  731,  536 

632,  513,  030 

-328,  663, 331 

-49,  526,  275 

-602,403,079 

435,  641,  579 
96,  541, 467 

550,  608, 332 

426, 395, 153 

503, 235,  643 

-301,847,313 

-175,484,538 

-287,222,565 

-94, 236, 970 

214,098,628 

56,261,085 

229,357,921 

492, 365, 601 

399, 372, 789 

-677,471,955 

827,  404, 403 

-1,467,046,966 

170,  753, 253 


Clearing 
account  ■' 


$554,  706, 981 

-507,106,039 

366, 441, 900 

482,  656, 886 

-214, 140, 135 

-401, 389, 312 

-249,920,729 

-303, 126,  484 

283,  518,  269 

621,  955, 153 

-522,892,840 

530,  015,  771 

-5,  750, 464 

-145,025,682 

607,  346, 821 

448, 422, 413 

196,  017,  584 

741,391,176 

-977, 754, 134 

-1,088,231,394 

-791,617,352 

750, 281,  788 

-1,867,406,384 

839,  749, 882 

617,045,378 

-1,204,496,182 

-18,156,583 

717,218,691 

-212,842,467 

1,071,172,258 

311,597,395 

-262,294,454 

-1,543,387,573 


Public  debt, 

net  increase, 

or  decrease 

(-) 


$2, 527, 

6, 993, 

23, 461, 

64,  273, 

64, 307, 

57,  678, 

10, 739, 

-11, 135, 

-5,  994, 

478, 

4,586, 

-2, 135, 

3,883, 

6, 965, 

6, 188, 

3, 114, 

-1,623, 

-2,223, 

5, 816, 

8, 362, 

1,  624, 
2,640, 
9,229, 
7,658, 
6, 853, 
6, 660, 

2,  633, 
6,313, 
-627, 
6, 140, 

327, 

2, 140, 

2, 522, 

-92, 

-450, 

765, 

1,321, 

-3, 145, 

3, 087, 

-4,667, 


998,  627 
912, 498 
001,  581 
645,  214 
296, 891 
800, 189 
911,763 
716,  066 
136,  596 
113,347 
992, 491 
375,  536 
201, 970 
882, 853 
537, 469 
623, 694 
409, 153 
641,  762 
045, 849 
689, 332 
853,  770 
177,  762 
884,111 
810,  276 
266,  261 

999,  726 
188, 812 
849, 999 
405, 680 
537, 762 
802, 918 
382, 344 
892, 367 
048, 220 
044, 521 
929, 594 
487, 023 
462, 884 
012, 175 
242,969 


'  Public  debt  includes  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations 
and  other  business-type  activities  in  exchange  for  which  securities  of  tlie  corporations  and  activities  were 
issued  to  the  Treasury.    (See  table  111.) 

2  For  Interfund  transactions  excluded  from  both  net  budget  receipts  and  expenditures,  see  1961  annual 
report  pp.  460-457,  1965  report,  p.  517,  1966  report,  p.  603  and  table  9,  this  report. 

3  For  further  detail,  see  tables  6-8.  Investments  by  wholly  owned  Qoveniment  corporations  in  public 
debt  securities  are  included  in  budget  expenditures  before  1951. 

<  For  checks  outstimding  and  telcgnipliic  reports  from  Federal  Reserve  banks;  pubhc  debt  interest  accnied 
and  impaid  beginning  with  June  and  the  fiscal  year  1955  (previously  included  from  November  1949  as 
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Fiscal  Operations 

fiscal  years  1940-67  and  monthly  1967 

of  Receipts  and  Expenditures  of  the  United  States  Qovernment,"  see  "Bases  of  Tables"] 


Balance  in 

Amount,  end  of  period 

account  of  tlie 

Debt  outstanding  » 

Treasurer  of  tlie 
United  States, 

Balance  in 
account  of  the 

net  increase,  or 

Treasurer  of  the 

Guaranteed 

decrease  (— ) 

United  States 

Public  debt 

securities 
held  outside 
the  Treasury 

Total 

Subject  to 
limitation  • 

-$947,482,391 

$1,890,743,141 

$42,967,531,038 

$5,629,070,655 

$48,496,601,693 

$43, 219, 123, 375 

742,430,921 

2, 633, 174, 062 

48,961,443,536 

6,370,252,580 

55,331,696,116 

49, 493, 588, 731 

357,973,154 

2,991,147,216 

72,422,445,116 

4, 568, 259, 630 

76,990,704,746 

74, 154, 457, 607 

6,515,418,710 

9, 506, 565, 926 

136,696,090,330 

4,099,943,046 

140,796,033,376 

140, 469, 083, 742 

10,661,985,696 

20,168,551,622 

201,003,387,221 

1,623,069,301 

202, 626, 456, 522 

208,077,255,051 

4,529,177,729 

24, 697, 729, 352 

258,682,187,410 

433, 158, 392 

259,115,345,802 

268,670,763,468 

-10,459,846,056 

14,237,883,295 

269, 422, 099, 173 

476,384,859 

269,898,484,033 

268,932,355,302 

-10,929,746,366 

3,308,136,929 

258, 286, 383, 109 

89, 520, 185 

258,375,903,294 

257,491,416,060 

1,623,884,548 

4,932,021,477 

252,292,246,513 

73,460,818 

252, 365, 707, 331 

251,541,571,385 

-1,461,618,165 

3, 470, 403, 312 

252,770,359,860 

27,275,408 

252,797,635,268 

252,027,712,585 

2, 046, 684, 380 

5, 517, 087, 692 

257, 357, 352, 351 

19, 503, 034 

257,376,855,385 

256,652,133,429 

1,839,490,432 

7,356,578,123 

255.221,976,815 

29, 227, 169 

255,251,203,984 

254, 566, 629, 670 

-387,750,519 

6, 968, 827, 604 

259,105,178,785 

45,505,346 

259, 150, 744, 131 

258, 506, 598, 138 

-2,298,579,356 

4, 670, 248, 248 

266,071,061,639 

52, 072,  761 

206,123,134,400 

265,521,736,381 

2,096,206,813 

6,  766, 455, 001 

271,259,599,108 

81,441,386 

271,341,040,494 

270,790,304,616 

-550,790,014 

6,215,665,047 

274. 374. 222, 802 

44,142,961 

274,418,365,763 

273,914,849,696 

330, 518, 820 

6,546,183,868 

272,750,813,649 

73,888,475 

272, 824, 702, 124 

272,361,216,449 

-956,231,505 

5,589,952,362 

270,527,171,896 

107,137,950 

270,634,309,846 

270, 188, 322, 086 

4,159,150,615 

9,749,102,977 

276,343,217,745 

101,220,600 

276,444,438,345 

276, 013, 439, 621 

-4,398,711,214 

5,350.391,763 

284.  705, 907, 078 

111,019,150 

284,816,926,228 

284,398,474,090 

2, 654, 349, 235 

8.004,740,998 

286. 330. 760. 848 

139,841,775 

286, 470, 602, 623 

286, 064, 964, 324 

-1,310,621,045 

6,694,119,954 

288.970,938,610 

240,215,450 

289,211,154,060 

288,861,862,530 

3,736,273,595 

10,430,393,549 

298, 200, 822, 721 

444,218,925 

298,645,041,646 

298,211,767,263 

1,685,782,615 

12,116,176,163 

305, 859, 632, 996 

606, 610, 375 

306, 466, 243, 371 

306, 098, 500, 044 

-1,080,444,954 

11,0.35.731.209 

311,712,899,257 

812,991,925 

312,525,891,182 

312, 164, 173, 634 

1,574,533,426 

12, 610, 264. 635 

317.273,898,984 

590, 326. 050 

317,864,225,034 

317,580,860,048 

-202,887,426 

12,407.377,210 

319.907.087.795 

461,547,275 

320.  368. 635, 070 

320,102,220,952 

-4, 648, 382, 685 

7,758,994,525 

326. 220, 937, 795 

512, 196, 075 

326,  733, 133, 870 

326,471,121,213 

-4, 613, 413, 093 

7,793,964,116 

319, 279, 682, 215 

488, 806, 825 

319,  768, 489, 040 

319,502,261,393 

-849,514,410 

6, 944, 449,  706 

324, 420, 219, 967 

483,602,250 

324,903,822,218 

324, 637, 600, 315 

1,666,005,663 

8, 610, 455, 369 

324,  748, 022, 886 

501,993,500 

325,250,016,386 

324,983,800,204 

-2,193,861,288 

6, 416,  594, 081 

326,888,405,229 

498, 127, 050 

327, 386, 532, 279 

327, 120, 324, 115 

-1,617,990,938 

4,  798,  603, 143 

329, 411, 297,  587 

494,535,950 

329, 905, 833,  537 

329,639,628,294 

1,212,645,979 

6,011,249,122 

329, 319, 249, 367 

494, 643, 600 

329,813,892,967 

329,547,688,253 

158,318,754 

6, 169, 567, 876 

328,869,204,846 

501, 018, 000 

329, 370, 222, 846 

329, 104, 024, 289 

-759, 992, 147 

5. 409,  575,  729 

329, 625, 134, 440 

510,560,450 

330,135,694,890 

329,869,499,998 

1,411,030,192 

6, 820,  605, 921 

330, 946, 621, 462 

507, 363, 800 

331,453,985,262 

331,187,887,942 

2, 063, 826,  740 

8,884,432,661 

327, 801, 168,  578 

505,176,900 

328, 306, 345, 478 

328, 040, 284, 637 

-3, 258,  706, 266 

5,625,726,394 

330, 888, 180, 753 

508,861,525 

331,397,042,278 

331, 131, 186, 476 

2, 133, 268, 130 

7,  758, 994, 525 

326,220,937,795 

512, 196, 075 

326,733,133,870 

326,471,121,213 

interest  checks  and  coupons  outstanding);  also  deposits  in  transit  and  changes  in  cash  held  outside  the 
Treasury  and  in  certain  other  accounts  beginning  with  the  fiscal  year  1954.    Net  increase,  or  decrease  (— ). 

5  A  summary  of  legislation  on  debt  limitation  under  the  Second  Liberty  Bond  Act,  as  amended,  from 
Sept.  24, 1917,  through  June  30, 1967,  is  shown  in  table  38.  Guaranteed  securities  held  outside  the  Treasury 
are  included  in  the  limitation  beginning  Apr.  3,  1945.  In  computing  statutory  debt  limitation,  savings 
bonds  are  carried  at  maturity  value  from  their  origin  in  1935  until  Jime  26,  1946;  from  that  date,  as  in  the 
public  debt  outstanding,  they  are  carried  at  current  redemption  value. 

«  Excludes  transfer  of  $3,000,000,000  in  1948  and  includes  transfer  of  a  lilie  amount  in  1949  to  the  Foreign 
Economic  Cooperation  Trust  Fund.    (See  table  2,  footnote  9.) 
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Receipts  and 


Table  2. — Receipts  and  expenditures, 

[On  basis  of  warrants  issued  from  1789  to  1015  and  on  basis  of  daily  Treasury  statements  for  1916  through 
of  the  United  States  Government."  General,  special,  emergency,  and  trust  accounts  combined  from 
see  "Bases  of  Tables"] 


Receipts 

Year" 

Customs  2 

Internal  revenue 

Other 
receipts ' 

Total 
receipts  * 

Net 
receipts 

Income  and 
profits  taxes 

Other 

1789-91  ---     --- 

$4, 399.  47,S 

$19.  440 

$4,  418. 913 
3,  609, 960 
4, 652, 923 
5,  431,  905 
6,114.534 
8, 377,  530 

8,  688,  781 
7, 900, 496 
7,  546, 813 

10,848,749 

12,  935, 331 
14, 995, 794 
11,  064,  098 
11,826,307 

13,  560, 693 
15, 559, 931 
16, 398,  019 
17,  060, 662 

7, 773,  473 

9,  384, 215 

14,  423,  529 
9, 801, 133 

14, 340, 410 
11,181,625 

15,  729,  024 
47, 677, 671 
33,  099,  050 
21,585,171 
24, 603,  375 

17,880,670 
14,  573, 380 
20, 232, 428 
20,  540, 6t)6 
19, 381,  213 
21, 840, 858 
25, 260, 434 
22, 906. 364 
24, 763,  630 
24, 827,  627 

24,844,116 
28, 526, 821 

31. 865. 561 
33, 948, 427 
21, 791, 936 
35, 430,  087 
50, 826, 796 
24, 954, 153 

26. 302. 562 
31, 482,  749 

19,480,115 
16,860,160 
19, 976, 198 
8,302,702 
29, 321, 374 
29,970,106 
29,  699,  967 
26,  495,  769 
35,  735,  779 
31,208,143 

43, 603, 439 
52,  559, 304 
49, 846, 816 
61, 587, 054 
73, 800, 341 

1792 

3,443 
4, 255 
4,801 
5,588 
6, 567 
7,  549 
7,106 
6,010 

9,080 
10,750 
12,  438 
10,479 
11,  098 
12,936 
14, 667 
15,845 
16, 363 

7,  296 

8,583 
13, 313 

8,958 
13, 224 

5, 998 

7,282 
36, 306 
26,283 
17, 176 
20, 283 

15,  005 
13,004 
17,  589 

19,  088 
17, 878 

20,  098 
23,341 
19,  712 
23,205 
22, 681 

21, 922 
24, 224 
28,465 
29,  032 
16,214 
19, 391 
23,409 
11, 169 
16, 158 
23,137 

13, 499 

14, 487 
18, 187 
7,046 
26, 183 
27, 528 
26, 712 
23,747 
31, 757 
28, 346 

39,668 
49,  017 
47, 339 
68,931 
64, 224 

071 
307 
065 
461 
988 
650 
062 
449 

933 

779 
236 
418 
565 
487 
698 
522 
551 
021 

309 
223 
778 
623 
772 
942 
875 
348 
385 
609 

612 
447 
762 
433 
326 
713 
332 
283 
524 
966 

391 
442 
237 
509 
957 
311 
941 
290 
800 
925 

502 
217 
909 
844 
571 
113 
668 
865 
071 
739 

686 
568 
327 
866 
190 

$208,  943 
337, 706 
274,  090 
337,  755 
475,  290 
575,  491 
644, 358 
779, 136 

809,  396 

1,  048,  033 

621, 899 

215, 180 

50, 941 

21, 747 

20, 101 

13,  051 

8,211 

4,044 

7,431 

2, 290 

4, 903 

4, 755 

1,662,985 

4, 678,  059 

5, 124, 708 

2, 678, 101 

955,  270 

229,  594 

106,  261 
69,  028 
67,  666 
34,  242 
34, 663 
25,  771 
21,590 
19, 886 
17, 452 
14,503 

12, 161 
6,934 

11,631 
2,759 
4,196 

10, 459 
370 
5,494 
2,467 
2,553 

1,682 

3,261 

495 

103 

1,777 

3,517 

2,897 

375 

375 

17 
59 
356 
188 
1,334 
563 
150 
157 

958 
1,136 
1,935 
369 
676 
602 
872 
539 
688 
473 

793 
1,108 

837 
1,111 

946 
910 
750 
318 
252 
640 
076 
228 

420 
519 
659 
500 
801 
459 
132 
446 
900 
408 

475 

010, 

452 

032 

868 

023 

088 

601 

516 

172 

797 
905 
000 
991 
224 
374 
512 
195 
654 
158 
564 
445 
693 
1.59 
783 
317 
485 
369 
295 
271 

931 

682 
794 
7,55 
026 
476 
402 
529 
333 
404 

7.53 
736 
489 
188 
151 

1793 

1794 

1795     

1796 

1797 

1798 

1799     

1800 

1801 

1802.  

1803 

1804 

1805 

1806 

1807 

1808 

1809 

1810 

1811 

1812  . 

1813 

1814 

3 
3 
6 
4 
3 
4 

1 

2 

1 
1 
1 
1 
3 
1 
2 

2 
4 
3 
4 
5 

16 
27 
13 
10 
8 

5 
2 
1 

1 
3 
2 

2 
.3 

2 

3 
3 
2 
2 
9 

519 
768 
246 
137 
453 
090 

768 
499 
575 
417 
468 
716 
897 
234 
540 
131 

909 
295 
388 
913 
572 
028 
416 
779 
141 
342 

978 
369 
787 
255 
136 
4.38 
984 
747 
978 
861 

934 
541 

507 
655 
576 

1815 

1816.  -       

1817 

1818 

1819    . 

1820 

1821 

1822 

1823    -  . 

1824 

1825 

1826 

1827 

1828 

1829 

1830 



1831 

1832 

1833 

1834  _- 

1835 

1836 

1837 

1838 

1839 

1840 

1841 

1842 

18431    . 

1844 

1845 

1846  .. 

1847 

1848 

1849 

1850 

( 

1851.  - 

1852 

1853. 

1854 

Footnotes  at  end  of  table. 
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Expenditures 

fiscal  years  1789-1967 

1952.    Begianing  with  fiscal  year  1953  on  basis  of  tlie  "Moutlily  Statement  of  Receipts  and  Expenditures 
1789  tlirough  1930.    Trust  accounts  excluded  for  1931  and  subsequent  years.    For  explanation  of  accounts 


Expenditures 

Surplus,  or 

Department  of 

Department 

Interest  on  the 

Total 

deficit  (-)6 

the  Army ' 

of  the  Navy  ^ 

public  debt 

Other  3  0 

expenditures  < 

$632,804 

$570 

$2,349,437 

$1,286,216 

$4, 269, 027 

$149,886 

1,100 

702 

53 

3,201,628 

777, 149 

5, 079, 532 

-1,409,572 

1,130 

249 

2, 772, 242 

579, 822 
800, 039 

4, 482, 313 
6,990,839 

170,610 
-1,558,934 

2,639 

098 

..._-._ 

3,490,293 

2,480 

910 

410, 562 

3,189.151 

1,459,186 

7, 539, 809 

-1,425,275 

1,260 

264 

274, 784 

3, 195, 055 

996, 883 

5,  726, 986 

2, 650, 544 

1,039 

403 

382, 632 

3, 300, 043 

1,411,556 

6, 133,  634 

2, 555, 147 

2,009 

522 

1,381,348 

3,053,281 

1,232,353 

7, 676, 504 

223,992 

2, 466 

947 

2,858,082 

3, 186, 288 

1,155,138 

9, 666, 455 

-2, 119, 642 

2,560 

879 

3,448,716 

3, 374, 705 

1,401,775 

10, 786, 075 

62,674 

1,672 

944 

2,111,424 

4,412,913 

1,197,301 

9,394,582 

3. 540, 749 

1,179 

148 

915,562 

4, 125, 039 

1,642,369 

7,862,118 

7, 133, 676 

822 

056 

1,215,231 

3, 848, 828 

1,965,538 

7,851,653 

3, 212, 445 

875 

424 

1,189,833 

4,266,583 

2,387,602 

8,719,442 

3, 106, 865 

712 

781 

1,-597,500 

4, 148, 999 

4, 046, 954 

10. 506, 234 

3,054,459 

1,224 

355 

1,649,641 

3, 723, 408 

3,206,213 

9,803,617 

5,  756, 314 

1,288 

686 

1,722,064 

3, 369, 578 

1,973,823 

8, 354, 151 

8,043,868 

2,900 

834 

1,884,068 

3,428,153 

1,719,437 

9, 932, 492 

7, 128, 170 

3,345 

772 

2,427,759 

2, 806, 075 

1,641,142 

10, 280,  748 

-2, 507, 275 

2,294 

324 

1,654,244 

2, 845, 428 

1, 362, 514 

8,156,510 

1,227,705 

2,032 

828 

1,965,566 

2,465,733 

1,594,210 

8, 058, 337 

6,365,192 

11,817 

798 

3, 959, 365 

2,451,273 

2,052,335 

20, 280,  771 

-10,479,638 

19, 652 

013 

6, 446, 600 

3, 599, 455 

1,983,784 

31,681,852 

-17,341,442 

20, 350 

807 

7,311,291 

4,593,239 

2, 465, 589 

34,720,926 

-23,539,301 

14, 794 

294 

8, 660, 000 

5,  754, 569 

3, 499, 276 

32,  708, 139 

-16,979,115 

16,012 

097 

3, 908, 278 

7,213,259 

3, 453, 057 

30, 586, 691 

17,090,980 

8,004 

237 

3, 314, 598 

6,389,210 

4, 135,  775 

21,843,820 

11,255,230 

5,622 

715 

2, 953, 695 

6,016,447 

5, 232, 264 

19,825,121 

1,760,050 

6,506 

300 

3,847,640 

5, 163, 538 

5, 946, 332 

21,463,810 

3, 139, 565 

2,630 

392 

4, 387, 990 

5, 126, 097 

6,116,148 

18,260,627 

-379,957 

4,461 

292 

3, 319, 243 

5, 087, 274 

2, 942, 944 

15, 810,  753 

-1,237,373 

3,111 

981 

2,224,459 

5,172,578 

4,491,202 

15, 000, 220 

5,232,208 

3,096 

924 

2, 503,  766 

4, 922, 685 

4,183,465 

14,706,840 

5,833,826 

3,340 

940 

2, 904,  582 

4, 996, 562 

9, 084, 624 

20, 326, 708 

-945,495 

3,659 

914 

3,049,084 

4, 366, 769 

4,781,462 

15,857,229 

5,983,629 

3,943 

194 

4, 218, 902 

.3,973,481 

4, 900, 220 

17,035,797 

8, 224, 637 

3,938 

978 

4, 263, 877 

3, 486, 072 

4, 450, 241 

16, 139, 168 

6, 827, 196 

4,145 

545 

3,918,786 

3, 098, 801 

5,231,711 

16, 394, 843 

8, 368, 787 

4,724 

291 

3, 308,  745 

2,542,843 

4, 627, 454 

15,203,333 

9,  624, 294 

4,767 

129 

3,239,429 

1,913,533 

5, 222, 975 

15, 143, 066 

9,701,050 

4,841 

836 

3,856,183 

1,383,583 

5, 166, 049 

15,247,651 

13,279,170 

5,446 

035 

3, 956, 370 

772, 562 

7,113,983 

17,288,950 

14,576,611 

6,704 

019 

3,901,357 

303, 797 

12,108,379 

23,017,552 

10,930,875 

5,696 

189 

3.956,260 

202,153 

8,  772, 967 

18, 627,  569 

3, 164, 367 

5,759 

157 

3, 864, 939 

57,863 

7, 890, 854 

17,572,813 

17,857,274 

12, 169 

227 

5, 807, 718 

12,891,219 

30, 868, 164 

19, 958, 632 
-12,289,343 
-7,562,497 

13,682 

734 

6,646,915 

16,913,847 

37, 243, 496 

12,897 

224 

6, 131, 596 

____._. 

14,821,242 

33, 865, 059 

8,916 

996 

6,182,294 

399, 834 

11,400,004 

26, 899, 128 

4,583,621 

7,097 

070 

6,113,897 

174,598 

10,932,014 

24, 317, 579 

-4,837,464 

8.805 

565 

6,001,077 

284, 978 

11,474,253 

26,565,873 

-9, 705, 713 

6,611 

887 

8,397,243 

773,  550 

9, 423, 081 

25, 205, 761 

-5,229,563 

2,957 

300 

3,727,711 

523, 595 

4, 649, 469 

11,858,075 

-3,555,373 

5,179 

220 

6, 498, 199 

1,833,867 

8,826,285 

22,  337, 571 

6,983,803 

5,752 

644 

6,297,245 

1,040,032 

9, 847, 487 

22, 937, 408 

7,032,698 

10, 792 

867 

6, 454, 947 

842, 723 

9, 676, 388 

27, 766, 925 

1,933,042 

38, 305 

520 

7, 900, 636 

1,119,215 

9,956,041 

57,281,412 

-30,785,643 

25, 501 

963 

9,408,476 

2, 390, 825 

8, 075, 962 

45, 377, 226 

-9,641,447 

14,852 

966 

9, 780,  706 

3, 565, 578 

16,846,407 

45,051,057 

-13,843,514 

9,400 

239 

7,904,709 

3, 782, 331 

18,456,213 

39, 543, 492 

4, 059, 947 

11,811 

793 

9, 005, 931 

3, 696, 721 

23,194,572 

47, 709, 017 

4,850,287 

8,225 

247 

8,952,801 

4,000,298 

23,016,573 

44, 194, 919 

5,651,897 

9,947 

291 

10,918,781 

3, 665, 833 

23, 652, 206 

48,184,111 

13,402,943 

11, 733 

629 

10, 798, 586 

3,071,017 

32,441,630 

58,044,862 

15,755,479 
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Table  2. — Receipts  and  expenditures, 


Receipts 

Year ' 

Customs  i 

Internal 

revenue 

Other 
receipts ' 

Total 
receipts  * 

Net 
receipts 

Income  and 
profits  taxes 

Otlicr 

1855 

$53,  025,  794 
64,  022, 863 
63,875,905 
41,  789,  621 
49,  565, 824 

53, 187,  512 
39, 582, 126 
49,  056, 398 
69,  059,  642 
102, 316, 153 
84, 928,  261 

179,  046,  652 
176,417,811 
164, 464,  600 

180,  048, 427 

194,538,374 
206,  270, 408 
216, 370,  287 
188,  089, 523 
163, 103, 834 
157, 167,  722 

148,  071, 985 
130, 956, 493 
130, 170,  680 
137,  250,  048 

186,  522, 064 
198, 159, 676 
220, 410,  730 
214, 706, 497 
195,067,490 
181,471,939 
192, 905,  023 
217,  286, 893 
219,  091, 174 
223, 832,  742 

229,  668,  585 
219, 522,  205 
177,452,964 
203, 355,  017 
131,818,531 
152, 158,  617 
160,  021,  752 
176,  554, 127 

149,  575,  062 
206, 128, 482 

233,164,871 
238,  585, 456 
254, 444, 708 
284, 479, 582 
261,  274,  565 
261,  798, 857 
300,  251, 878 
332,233,363 
286, 113, 130 
300, 711, 934 

333,  683, 445 
314, 497,  071 
311,321,672 
318,891,396 
292, 320,  014 
209, 786,  672 
213, 185, 846 
225,962,393 
179, 998, 385 
184, 457, 867 

322,902,650 
308,  564, 391 
356,  443, 387 
561,928,867 
545,  637, 504 

$12,324,781 

$65, 350,  575 
74,  056,  699 
68,965,313 
46,655,366 
53, 486, 465 

56,  064,  608 
41,509,931 
51, 987, 456 
112,697,291 
264,  626, 771 
333,  714,  605 
558,  032,  620 
490,  634,  010 
405,  638,  083 
370, 943, 747 

411,255,477 
383,323,945 
374,106,868 
333,  738,  205 
304, 978, 756 
288, 000, 051 
294,095,865 
281,  406, 419 
257,763,879 
273, 827, 185 

333, 526, 611 
360, 782, 293 
403,  525,  250 
398, 287,  582 
348,  519, 870 
323,  690, 706 
336, 439,  726 
371, 403,  277 
379,  266,  075 
387,  050, 059 

403,080,984 
392,  612, 447 
354, 937,  784 
385, 819,  629 
306, 355, 316 
324,729,419 
338, 142, 447 
347, 721, 705 
405,321,335 
515, 960,  621 

567,  240, 852 
587,685,338 
562, 478, 233 
561,880,722 
541,  087,  085 
544,  274,  685 
594,  984, 446 
665, 860, 386 
601, 861, 907 
604, 320, 498 

675,511,715 
701,832,911 
692,  609, 204 
724,111,230 
734,  673, 167 
697, 910, 827 
782, 534,  548 
1,124,324,795 

3,  064,  582, 865 
5, 152,  257, 136 

6,  694,  565, 389 
5,  024, 932, 961 
4, 109, 104, 151 

4,  007, 135, 481 
4,012,044,702 

1856 

10 
5 
4 
3 

2 

1 
2 

5 

52 
39 
69 
48 
50 
32 

31 
33 

27 
31 
39 
20 
29 
31 
17 
23 

22 
27 
36 
38 
31 
29 
26 
35 
35 
32 

30 
27 
23 
21 
27 
29 
31 
24 
84 
36 

38 
41 
36 
46 
46 
48 
45 
63 
64 
57 

51 
64 
69 
60 

62 
72 
56 
88 
298 
652 

966 
719 
539 
820 
671 

0:53,  S3ti 
089,408 
865, 745 
920,  641 

877,  096 
927,805 
931,  058 
996,861 
569, 484 

322. 129 
759, 155 
188,  662 
085,  894 
638, 859 

817,347 
955, 383 
094, 403 
919,368 
465, 137 
824, 835 
323, 148 
819, 518 
Oil,  574 
016, 526 

995, 173 
358,  231 
616, 924 
860, 716 
866, 307 
720,  041 
728, 767 
292, 993 

878,  029 
335,803 

805,  693 
403,  992 

513,  748 
436, 988 
425,  552 

149. 130 
357, 830 
479,  004 
845,  631 
394, 977 

748,  054 
919,  218 
153, 403 
591,  016 
908, 401 
380,  087 
582, 355 
960,  250 
037,  650 
395,920 

894,  751 

806,  639 
675, 332 
802, 868 
312, 145 
454,  509 
646,  673 
996, 194 
550, 168 

514,  290 

a31, 164 
942,  589 
407,  507 
733, 853 
250, 162 

1857 

1858 

1859 

1860 

1861 

1862 

1863 

$2,  741, 858 
20,  294,  732 
60, 979, 329 
72,  982, 159 
66,  014, 429 
41,455,598 
34,  791, 856 

37,775,874 

19, 162,  651 

14, 436, 862 

5,062,312 

139, 472 

233 

588 

98 

$34, 898. 930 

1864 

89 
148 
236 
200 
149 
123 

147 
123 
116 
108 
102 
110 
116 
118 
110 
113 

124 
135 
146 
144 
121 
112 
116 
118 
124 
130 

142 
145 
153 
161 
147 
143 
146 
146 
170 
273 

295 
307 
271 
230 
232 
234 
249 
269 
251 
246 

208 
289 
293 
309 
308 
335 
387 
449 
872 
1,296 

1,460 

1,390 

1,145 

945 

953 

446, 402 

484. 886 
244,  654 
013, 108 
631, 991 
564,605 

123, 882 
935,  503 
205, 316 
667,  002 
270,313 
007,  261 
700, 144 
630, 310 
581,  625 
561,  611 

009, 374 
261, 364 
497, 596 
720, 369 
530, 445 
498,  726 
805, 936 
823,391 
296, 872 
881, 514 

606, 706 
686, 250 
971, 072 
027, 624 
111,233 
344,  541 
762, 865 
688,  574 
900,  642 
437, 162 

327,927 
180,  664 
880, 122 
810, 124 
904, 119 
095,  741 
150,  213 
666,  773 
711,127 
212,644 

981,  738 
012,  224 
028, 896 
410,  666 
659,  733 

467. 887 
764, 776 
684,980 
028,  020 
501,  292 

082,  287 
379, 823 
125,  064 
865,333 
012,  618 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873                

1874 

1875 

1876 

1877                

1878 

1879 

1880             

1881 

3,022 

1882 

1883 

1884 

55,628 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

77, 131 

1896 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

20,951,781 

33,  516, 977 

28,  583, 304 

35,  006, 300 

71,381,275 

80,  201,  759 

124,937,253 

359,  681,  228 

2, 314,  006,  292 

3,  018,  783,  687 

3,944,049,288 
3,  206,  046, 158 
2,  068, 128, 193 
1,  678,  607, 428 
1, 842, 144, 418 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

Footnotes  at  end  of  tables 
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fiscal  years  1789-1967 — Continued 


Expenditures 

Surplus,  or 

Department  of 

Department 

Interest  on  the 

Total 

deficit  (-)« 

the  Army « 

of  the  Navy « 

pubhc  debt 

Other  3  8 

expenditures  * 

$14,773,826 

$13,312,024 

$2, 314, 375 

$29, 342, 443 

$59,  742, 668 

$5,607,907 

16,948,197 

14, 091,  781 

1, 953, 822 

36,  577,  226 

69,571.026 

4, 485, 673 

19,  261.  774 

12,  747, 977 

1,  678,  265 

34, 107,  692 

67,  795.  708 

1, 169,  605 

25,  485,  383 

13, 984, 551 

1,  567,  056 

33, 148,  280 

74. 185,  270 

-27,  529, 904 

23, 243, 823 

14,  642, 990 

2,  638, 464 

28,  545,  700 

69,  070,  977 

-15,584,512 

16, 409,  767 

11,514,965 

3,177,315 

32, 028, 551 

63, 130,  598 

-7, 065, 990 

22, 981, 150 

12,420,888 

4,  000, 174 

27, 144, 433 

66,  546,  645 

-25, 036, 714 

394, 368, 407 

42,  668, 277 

13, 190, 325 

24,  534, 810 

474,  761, 819 

-422,  774, 363 

599,  298,  601 

63, 221, 964 

24,  729, 847 

27, 490, 313 

714, 740,  725 

-602,043,434 

690,  791, 843 

85,  725,  995 

53,  685,  422 

35, 119, 382 

865, 322,  642 

-600,695,871 

1,  031, 323, 361 

122,  612,  945 

77. 397. 712 

66.  221,  206 

1,  297,  555.  224 

-963,840,619 

284, 449, 702 

43,324,118 

133.  067,  742 

59,  967, 855 

520. 809,  417 

37,  223,  203 

95,  224, 415 

31,034,011 

143, 781, 592 

87, 502,  657 

357,  542.  675 

133,  091, 335 

123,  246,  648 

25, 775,  503 

140.  424, 046 

87, 894,  088 

377, 340,  285 

28, 297,  798 

78,  501,  991 

20,  000, 758 

130,  694, 243 

93,  668,  286 

322, 865,  278 

48,  078, 469 

57,  655,  676 

21,  780,  230 

129,  235, 498 

100,982,157 

309,  653,  561 

101,601,916 

35, 799,  992 

19, 431,  027 

125,  576.  566 

111,369,603 

292,177,188 

91, 146,  757 

35, 372, 157 

21,  249, 810 

117, 357, 840 

103,  5.38, 156 

277, 517, 963 

96,  588, 905 

46, 323, 138 

23.  526,  257 

104,  750,  688 

115,  745, 162 

290, 345,  245 

43, 392, 960 

42, 313,  927 

30, 932,  587 

107, 119, 815 

122,  267,  544 

302, 633, 873 

2, 344, 883 

41, 120,  646 

21, 497,  626 

103,  093,  545 

108,911,576 

274,  623, 393 

13, 376,  658 

38,  070. 889 

18,  963, 310 

100.  243,  271 

107,823,615 

265, 101,  085 

28, 994,  780 

37,  082,  736 

14, 959, 935 

97, 124,  512 

92, 167,  292 

241,334,475 

40.  071, 944 

32, 154, 148 

17. 365, 301 

102,  500,  875 

84, 944,  003 

236, 964, 327 

20,  799, 552 

40, 425,  661 

15, 125, 127 

105, 327, 949 

106, 069, 147 

266,  947, 884 

6,879,301 

38, 116. 916 

13,  536, 985 

95,  757,  575 

120. 231.  482 

267,  642, 958 

65, 883,  653 

40, 466, 461 

15,  686.  672 

82,  508,  741 

122,  051,  014 

260,  712, 888 

100,  069, 405 

43,  570,  494 

15,  0.'^2,  046 

71,  077,  207 

128,301,693 

257,  981,  440 

145,  543, 810 

48, 911, 383 

15, 283,  437 

59, 160. 131 

142.  053. 187 

365, 408. 138 

132, 879,  444 

39, 429,  603 

17,  292,  601 

54, 578,  379 

132, 825,  661 

244, 126,  244 

104, 393,  626 

42,  670,  578 

16.  021,  080 

51, 386,  256 

150,149.021 

260, 226. 935 

63, 463,  771 

34,324,153 

13, 907, 888 

50,  580, 146 

143,  670. 952 

242,  483, 139 

93, 956,  587 

38,  561. 026 

15. 141, 127 

47,  741,  577 

166. 488.  451 

267.  932, 181 

103, 471,  096 

38,  522,  436 

16,  926,  438 

44,  715, 007 

167,  760,  920 

267, 924, 801 

111,341,274 

44, 435,  271 

21, 378, 809 

41,  001,  484 

192, 473,  414 

299,  288,  978 

87, 761, 081 

44,  582, 838 

22,  006.  206 

36,  099,  284 

215. 352,  383 

318.040.711 

85, 040, 273 

48,  720, 065 

26,113,896 

37,  547, 135 

253. 392, 808 

365.  773. 904 

26, 838, 543 

46, 895, 456 

29, 174, 139 

23.378.116 

245.  575,  620 

345,  023.  331 

9, 914,  453 

49,  641,  773 

30, 136,  084 

27,  264. 392 

276. 435,  704 

383,  477. 953 

2, 341,  676 

54,  567, 930 

31,  701,  294 

27, 841.  406 

253. 414.  651 

367.  525.  281 

-61.169,965 

51, 804,  759 

28,  797,  796 

30, 978,  030 

244,  614,  713 

356. 195.  298 

-31.465,879 

50, 830, 921 

27, 147,  732 

35,  385.  029 

238,  815,  764 

352. 179, 446 

-14,036.999 

48. 950,  268 

34, 561.  546 

37.  791. 110 

244. 471,  235 

365.  774. 159 

-18,052,454 

91, 992, 000 

58,  823,  985 

37.  585,  056 

254,  967,  542 

443,  368,  583 

-38,  047, 248 

229, 841, 254 

63, 942, 104 

39, 896,  925 

271. 391, 896 

605,  072, 179 

-89,111,558 

134,  774,  768 

55, 953. 078 

40  160.333 

289, 972,  668 

520. 860. 847 

46,  380,  005 

144,  615,  697 

60,  506,  978 

32.  342, 979 

287. 151,  271 

524,  616,  925 

63.  068.  413 

112,272.216 

67, 803, 128 

29. 108,  045 

276.  050. 860 

485,  234.  249 

77. 243. 984 

118.  629.  505 

82.  618,  034 

28.  556.  349 

287,  202,  239 

517.  006. 127 

44,  874.  595 

165,199.911 

102,  956. 102 

24.  646.  490 

290,  857, 397 

583.  659. 900 

-42.  572. 815 

126. 093,  894 

1 17.  550,  308 

24.  590.  944 

299,  043,  768 

567.  278.  914 

-2.3.004.229 

137. 326. 066 

110.474,264 

24,  308,  576 

298,  093, 372 

570.  202.  278 

24, 782, 168 

149. 775.  084 

97, 128.  469 

24,  481, 158 

307.  744. 131 

579. 128. 842 

86.731.544 

175.840.453 

118,037,097 

21,  426,  138 

343.  892.  632 

659. 196.  320 

-57.334.413 

192, 486,  904 

115,546,011 

21, 803, 836 

363,  907. 134 

693,  743, 885 

-89, 423,  387 

189. 823. 379 

123,173,717 

21, 342, 979 

359.  276.  990 

693,  617.  065 

-18,105,350 

197. 199.  491 

119,937,644 

21,311.334 

352.  753,  043 

691. 201,  512 

10.631.399 

184. 122,  793 

135.591.956 

22.  616. 300 

347,  550.  285 

689. 881. 334 

2.  727, 870 

202,128,711 

1.33,262,862 

22.  899. 108 

366.  221.  282 

724.511.963 

-400,733 

208.  349.  74(i 

139.682,186 

22,  863,  957 

364,  185.  542 

7.35,  081,  431 

-408,  264 

202,160.134 

141.835,6.54 

22.  902,  897 

.39.3.6.88,117 

760.  .586.  802 

-62,675.975 

183,176.439 

1.53,8.53,567 

22,  900,  869 

374.125.327 

734.  056.  202 

4,8,478.346 

377,9-)().  870 

239,  632,  757 

24,  742,  71)2 

1..335,  36.5.  422 

1.977.681.751 

-8.53.356.9.56 

4,  S69,  955,  286 

1.278..S40,  487 

189,  743,  277 

6.358.  163,421 

12,696.702.471 

-9.0.32,119.606 

9,  009, 1175,  789 

2,002,310.785 

019.215,569 

6,  ,884,  277.  812 

18,514,879,9,55 

-13,362,622,819 

l,621.9.''i3,  095 

736.  021,  4,56 

1.020.251,622 

3.02.5.117.668 

6. 403.  .343,  841 

291,  221,  548 

1,118,076,423 

650,  373,  830 

999.144,731 

2.  348,  332,  700 

5,11.5,927,690 

509,005.271 

457,  756, 139 

476.  775,  194 

991.  000.  7.59 

1.  447.  075.  808 

3. 372.  607.  900 

736.  496.  251 

397,  050,  596 

333.  201,  362 

1,  055, 923,  690 

1.508,451,881 

3,  294,  627,  529 

712, 507, 952 

357,  016, 878 

332,  249. 137 

940,  602, 913 

1, 418, 809,  037 

3,  048, 677. 965 

963,366,737 
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Table  3. — Refunds  of  receipts  and  transfers 
[On  basis  of  daily  Treasury  statements  through  1952;  thereafter  on  basis  of  "Monthly  Statement  of 


Fiscal 
year 


Refunds  of  receipts  ' ' 


Internal  revenue  applicable  to — ' 


Budget  accounts 


Trust  accounts 


Customs 


Other 


Total 

refunds  of 

receipts 


Transfers  to 
trust  funds  ^  4 


Federal 

hospital 

insurance 

trust  fund 


1931.. 
1932.. 
1933.. 
1934.. 
1935.. 
1936., 
1937.. 
1938.. 
1939.. 
1940. 
1941. 
1942., 
1943. 
1944. 
1945. 
1946. 
1947. 
1948. 
1949. 
1950. 
1951. 
1952- 
1953. 
1954. 
1955- 
1956. 
1957. 
1958. 
1959. 
1960. 
1961. 
1962. 
1963. 
1964. 
1965- 
1966. 
1967. 


$52, 561, 
64,528, 
45, 814, 
37, 195, 
49, 747, 
32, 914, 
33, 405, 
76, 842, 
44, 684, 
61, 154, 
52, 802, 
65, 192, 
53, 834, 
242, 856, 
664, 545, 

957. 114, 
982, 487, 
250,391, 
817,005, 
135,455, 
082,431, 
275, 188, 
094, 798, 
345, 495, 
399, 978, 
652, 611, 
894, 119, 
412,  603, 
907, 159, 
024, 470, 
724,571, 

957. 115, 
266, 560, 
817,461, 
668, 191, 
857, 047, 
010, 694, 


$33, 000, 000 
40, 500, 000 
51,000,000 
66,  000, 000 
58, 206, 830 
165,378,009 
180, 329, 743 
192,  662,  543 
223, 737, 682 
278, 008, 196 
268, 950, 960 
297, 114, 145 
322,985,824 
353,620,353 
499, 800, 445 


$21,369,007 
17, 202, 969 
12, 576, 842 
14, 046, 350 
20, 715, 688 
14, 085, 195 
16,549,408 
16, 156, 340 
16,678,803 
17, 500, 945 
27, 331, 472 
19,495,861 
16,404,512 
14, 200, 774 
13, 843, 208 
11,224,891 
17, 480, 263 
19, 050, 115 
17, 173, 186 
16,091,134 
15,324,391 
17, 520, 381 
16, 949, 065 
20,481,971 
21,619,848 
23, 176, 262 
19, 907, 757 
17, 837, 948 
23, 220, 638 
18, 483, 391 
25, 439, 532 
29, 319, 402 
35,174,904 
32,313,299 
35, 205, 161 
44, 627, 265 
71,084,500 


$151, 045 

80, 813 

92, 224 

43, 853 

89,811 

20, 103 

34,242 

38, 437 

63, 194 

49, 295 

55, 755 

87, 429 

86, 888 

196,  617 

389, 150 

4, 688, 639 

6, 122, 643 

2, 433, 279 

3, 363, 506 

7, 959, 405 

8, 774, 689 

9, 497, 810 

6,091,123 

11.259,809 

4. 389, 417 

8,241,988 

3,315,117 

2, 191, 001 

3, 043, 107 

1,897,066 

2, 260, 573 

1,225,761 

700,987 

1, 196, 525 

3,161,988 

285,306 

107, 401 


$74, 

81, 

58, 

51, 

70, 

47, 

49, 

93. 

61, 

78, 

80, 

84, 

70, 

257, 

1,  678, 

2, 973, 

3, 006, 

2,271, 

2, 837, 

2, 159, 

2, 106, 

2. 302, 

3, 150, 

3,417, 

3, 476, 

3, 750, 

3.975, 

4, 598, 

5,113, 

5, 237, 

5, 976, 

6, 265, 

6,571, 

7, 148, 

6, 029, 

7, 255, 

9, 581, 


081, 709 
812. 320 
483, 799 
286, 138 
553, 357 
019, 926 
989, 542 
037, 478 
426, 683 
704, 894 
189, 469 
775, 537 
325, 408 
254, 269 
777,924 
027, 879 
090, 396 
874, 777 
542, 006 
506, 489 
530,  616 
206, 394 
838, 386 
737, 374 
987, 625 
030, 132 
549, 317 
010, 555 
752, 669 
513, 807 
009. 231 
669, 311 
386, 963 
085, 619 
544,469 
579,949 
686,414 


$862, 000, 000 
2, 482, 722, 430 


1  Refunds  of  principal  only;  interest  is  included  in  expenditures. 

2  Internal  revenue  refunds  by  States  for  fiscal  1967  arc  shown  in  table  20. 

3  Beginning  fiscal  1953,  the  principal  amounts  for  refunds  of  employment  taxes  and  certain  excise  taxes 
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to  trust  funds,  fiscal  years  1931-67 

Receipts  aud  Expenditures  of  the  United  States  Oovenimeiit,"  see  "Masos  of  'I'ablcs"] 


Transfers  to  trust  funds  3 «— Continued 

Federal 

old-age  and 

survivors 

insurance 

trust  fund 

Federal 
disability 
insurance 
trust  fund 

Higliway 
trust  fund 

Railroad 
retirement 
accounts 

Unemploy- 
ment 
trust  fund 

Total 

transfers  to 

trust 

accounts 

Total  refunds 
and  transfers 

$74,081  709 

81,812  320 

58, 483, 799 

51, 286, 138 
70, 553, 357 

47, 019, 926 

$265, 000, 000 
387, 000,  000 
503, 000, 000 
550, 000, 000 
688, 140, 728 
895,618,839 
1,130,495,201 
1,292,122,434 
1,309,919,400 
1,238,218,447 
1, 459, 491, 921 
1,  616, 162, 044 
1, 690, 295, 705 
2,106,387,806 
3,119,536,744 
3, 568, 556, 584 
4,053,293,392 
4,496,769,800 
4,988,572,594 
6,270,804,603 
6, 243, 000,  673 
6,794,896,660 
7, 083, 993, 756 
9,192,428,378 
10,537,230,762 
10, 600, 021, 548 
12,351,191,003 
14,335,126,928 
14, 572, 359, 321 
16,473,515,656 
20,731,593,333 

$265,000,000 

533,402,587 

610,097,413 

670,650,000 

812, 490, 728 

1,036,468,839 

1,345,296,201 

1,548,479,777 

1, 596, 224, 782 

1,493,703,701 

1,715,917,175 

2, 338, 753, 695 

2,240,414,065 

2, 656, 220, 526 

3, 694, 527, 792 

4,306,218,612 

4,  673, 252, 235 

5,099,811,375 

5,587,464,120 

6,905,066,460 

8, 671, 105, 345 

10,258,772,443 

10, 520, 260, 677 

13, 267, 251, 392 

15,201,964,501 

15, 510, 156, 198 

18, 140, 552, 466 

20,361,183,450 

20,563,327,822 

23, 939, 087, 563 

31,110,809,421 

314, 989, 542 

$146, 402, 587 
107,097,413 
120, 650, 000 
124, 350, 000 
140,850,000 
214,801,000 
256, 357, 343 
286,305,382 
255,485,254 
256, 425, 254 
722, 591,  651 
550, 118, 361 
549, 832, 720 
574,991,049 
737,  662, 028 
619, 958, 843 
603, 041, 575 
598, 891, 526 
634, 261, 857 
615,919,876 
574,898,971 
525, 219, 764 
606, 864, 657 
570,712,994 
564, 264, 483 
571, 534, 041 
593,476,801 
635, 545, 447 
683, 457, 733 
792,692,752 

626, 440, 065 

671,524,090 
749,354  896 

892, 680, 197 

1,121,244,376 

1,415,621  609 

1, 805, 734, 046 

3,275  002  706 

4, 466, 731, 680 

4, 722, 007, 571 

4, 610, 628, 472 

5, 077, 956, 071 

4,815,727,015 

5, 801, 058, 408 

6, 608, 425, 006 

7, 824, 090, 622 

8, 617, 548, 749 

9, 064, 451, 745 

10,  655, 096, 592 

$333, 276, 575 

862,861,610 

836,931,036 

928,931,781 

953,312,408 

944, 542, 132 

993, 762, 625 

1,056,855,735 

1, 082, 023, 273 

1,442,297,361 

2,066,165,820 

$1,478,908,221 
2,026,115,202 
2, 074, 116, 121 
2, 539, 026, 576 
2, 797, 537, 781 
2, 948, 690, 128 
3, 278, 697, 756 
3, 519, 156, 643 
3, 658, 509, 171 
3,916,802,919 
4,440,862,147 

12, 646, 654, 662 

14,856,782,998 

15, 634, 013, 346 

18, 604, 765, 198 

$343, 160, 567 
452, 637, 906 
945, 367, 031 
846, 567, 343 
614,890,610 
561,013,894 
596,772,939 

21,177,963,732 
21, 775, 825, 509 
24,711,939,419 
27, 499, 269, 069 
26,592,872,291 
31,194,667,512 
40,692,495,835 

(highway)  are  excluded  fiom  the  transfers  and  are  included  with  refunds  of  internal  revenue  receipts,  ap- 
plicable to  trust  accounts. 

*  Tax  receipts  transferred  and  appropriated  to  the  respective  trust  accounts.  Details  of  these  trust  funds 
may  be  found  in  the  table  for  each  fund,  beginning  with  table  64  of  this  annual  report. 
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^??STnsSce  contributions  Act  and  SeU-Employ- 
ment  Contributions  Act  3      . 
Railroad  Retirement  Tax  Act 
Federal  Unemployment  lax  Aci- 

Total  employment  taxes 

Estate  and  gift  taxes 

Total  internal  revenue 

Customs 

Miscellaneous  receipts:  \       1,077,419 

dividends  arid  other  earnings.-  - - 

ReaSon  upon  loans  and  investments 
Recoveries  and  refunds 
&lGoverniAenVpVop'eVtVandprod^^^ 

Seigniorage 

Other - 

Total  miscellaneous  receipts 
Subtotal  gross  receipts 


Deduct:  . 

Refunds  of  receipts: 
Internal  revenue: 
Applicable  to  budget  accounts: 
Individual  income  taxes.. 
Corporation  income  taxes 

Excise  taxes — 

Estate  and  gift  taxes 


^aSl^^oKrLTsr^lvors^ 
Federal  disabihty  insurance  trust  fund 

Highway  trust  fund 

Railroad  retirement  accounts 

Unemployment  trust  fund -.- 


Subtotal  internal  revenue  refunds 


Customs - ' 

Other 

Total  refunds  of  receipts 

Highway  trust  fund - 

Raih-oad  retirement  accounts 

Unemployment  trust  fund.. 

,  I      20, 

Total  transfers  to  trust  accounts 


23,939,088 


20,731,593 
2,066,166 

2,482,722 

4  440,862 

792, 693 

596, 773 

31,110.809 


Footnotes  at  end  of  table. 
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Table    4. — Adminislralive    budget   receipts   and   expenditures,   fiscal    years    1965, 
1966,  and  1967— ConimwA 

[111  thousands  of  dollars] 


Receipts  '  and  Expenditures 


1965  2 


1967 


Deduct — Continued 
Interfuud  transactions: 
Interest  on  loans  to  Government-owned  enterprises 

Reimbursements... 

Fees  and  other  charges 

Total  interfund  transactions  * _ 

Total  deductions 

Net  administrative  budget  receipts. 

Expenditures  ' 

Legislative  branch: 

Senate 

House  of  Representatives 

Joint  items  for  Senate  and  House 

Architect  of  the  Capitol 

Botanic  Garden 

Library  of  Congress _.. 

Government  Printing  Office: 

General  fund  appropriations 

Revolving  fund  (net).. 

General  Accounting  Office 


852, 289 

17, 155 

421 


617, 158 

16,937 

418 


869, 865 


634, 513 


27, 462, 738 


31,829,181 


93,  071, 797 


104, 727, 264 


Total  legislative  branch. 


The  judiciary: 

Supreme  Court  of  the  United  States _ 

Court  of  Customs  and  Patent  Appeals 

Customs  Court 

Court  of  Claims. 

Courts  of  appeals,  district  courts,  and  other  judicial  services 

Total  the  j  udiciary 


Executive  Office  of  the  President: 

Compensation  of  the  President 

The  White  House  Office 

Special  projects. _ 

Executive  mansion 

Bureau  of  the  Budget 

Council  of  Economic  Advisers.. 

National  Aeronautics  and  Space  Council.. 

National   Council  and   Commission  on  Marine  Science, 

Engineering,  and  Resources... 

National  Security  Council 

Office  of  Emergency  Planning: 

Civil  defense  and  defense  mobilization  functions  of  Fed- 
eral agencies 

Other 

Office  of  Science  and  Technology 

Special  representative  for  trade  negotiations 

Miscellaneous 


Total  Executive  Office  of  the  President. 


Funds  appropriated  to  the  President: 

A laska  programs. _ _. 

Disaster  relief 

Emergency  fund  for  the  President 

Expansion  of  defense  production  (net) 

Expenses  of  management  improvement 

International  financial  institutions: 

Asian  Development  Bank.. 

Investment  in  Inter-American  Development  Bank 

Subscription  to  the  International  Development  Associa- 
tion  

Increase  in  quota  in  the  International  Monetary  Fund 

Investment  in  International  Monetary  Fund 

Office  of  Economic  Opportunity: 

Economic  Opportunity  Program 

Public  enterprise  funds  (net) 

Peace  Corps 

Philippine  education  program 

Public  works  acceleration 

Southeast  hurricane  disaster 

Miscellaneous.. 


Footnotes  at  end  of  table. 
277-4C8— 68— 


33, 261 
58, 212 
6,414 
25, 459 
532 
23, 848 

23, 842 
-6,388 
44,948 


210, 129 


2,491 

414 

1,053 

1,244 

68,853 


74, 056 


150 
2,872 
1,090 

686 
7,089 

655 

459 


3,915 

5,152 

930 

562 

-80 


24, 089 


522 
43, 461 

940 
59,  553 

335 


61, 656 
"258,'750" 


194, 076 
17, 158 
78, 573 


321, 625 
636" 


35, 388 
68,095 
8,382 
26, 158 
497 
25, 187 

26,488 
-4,826 
46, 136 


231, 505 


2,498 

419 

1,121 

1,320 

73, 805 


79,163 


150 
2,818 
818 
687 
7,627 
738 
490 


613 


4,401 

6,660 

948 

535 

-203 


26, 282 


5,433 

132, 492 

48 

-151,995 

378 


988, 280 
29, 565 
94,378 


88,168 

28, 498 

219 


664,790 

16, 204 

729 


681, 723 


41,374,219 


115, 848, 813 


38, 060 
76,033 
9,406 
22, 017 
503 
27,955 

26, 385 

815 

48, 539 


249,713 


2,589 

432 

1,246 

1,413 

81,419 


87,098 


150 
2,779 
742 
710 
9,063 
731 
516 

411 
601 


3,931 
6,696 
1,102 
534 
-200 


27,767 


2,601 

63,472 

254 

-105,004 

28 

10,000 

-77, 500 

42, 000 


-628, 000 

1,483,042 
25, 367 
111,850 
3,400 
21, 133 
10,408 
226 


-31 
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Table    4. — Adminislralwe    budget    receipts    and   expenditures,   fiscal    years    1065, 
1966,  and  /567— Continued 

[In  thousands  of  dollars] 


Expenditures ' 


Funds  appropriated  to  the  President— Continued 
Military  assistance: 
Office  of  Secretary  of  Defense: 

Repayment  of  credit  sales  _ 

Other - 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force. 

All  other  agencies 

Foreign  militai-y  sales  fund  (net) 


Total  military  assistance. 


Economic  assistance: 
Technical  cooperation  and  development  grants: 

General. - --- 

Alliance  for  Progress -- 

Social  progress  fund,  Inter-American  Development  Bank 

Supporting  assistance - 

International  organizations  and  programs 

Contingencies -.. -- 

Other.. - 

Public  enterprise  funds  (net): 

Alliance  for  Progress,  development  loans 

Development  loan  funds 

Foreign  investment  guarantee  fund 


Total  economic  assistance.. 

Total  funds  appropriated  to  the  President . 


Agriculture  Department: 
Agriculttiral  Research  Service: 

Intragoverrmiental  funds  (net) 

Other.. 

Cooperative  State  Research  Service 

Extension  Service _. 

Farmer  Cooperative  Service. 

Soil  Conservation  Service: 

Conservation  operations -. 

Flood  prevention,  watershed  protection,  and  other. 

Great  Plains  conservation  program. 

Economic  Research  Service 

Statistical  Reporting  Service. 


Consumer  and  Marketing  Service: 
Consumer  protective,  marketing,  and  regulatory  programs. 

Payments  to  States  and  possessions 

Special  milk  program. 

School  lunch  program 

Food  stamp  program - 

Removal  of  surplus  agricultural  commodities 

Other 


Total  Consumer  and  Marketing  Service. 


Foreign  Agricultural  Service 

International  Agricultural  Development  Service. 
Conunodity  Exchange  Authority.. 


Agricultural  Stabilization  and  Conservation  Service: 

Expenses 

Sugar  act  program ■ 

Agricultural  conservation  program 

Appalachian  region  conservation  program 

Cropland  conversion  program 

Cropland  adjustment  program 

Emergency  conservation  measures 

Conservation  reserve  program  (soil  bank) 

Indemnity  payments  to  dairy  farmers 


Total    Agricultural    Stabilization    and    Conservation 
Service - - 


1965  2 


-41,069 
52, 810 
581, 037 
196, 235 
434, 871 
4,696 


1, 228, 579 


226, 987 
97, 703 
67, 016 

387, 251 
99, 711 

150,807 
63,418 

201,818 
754, 468 
-7, 778 


1966  2 


73,587 
511, 657 
191, 664 
280, 129 
1,046 
-89, 948 


968, 135 


2, 041, 400 


4, 307, 263 


-67 

209, 933 

46, 867 

84,  732 

1,119 

105, 471 
91,324 
12, 493 
10, 138 
11,587 


39, 991 
1,500 
86, 609 
178, 580 
34, 395 
272, 932 
950 


224, 243 
99, 070 
68,805 

500, 356 
84, 615 

133,  736 
71,810 

290, 896 
676, 902 
-9,825 


2, 140, 610 


4, 324, 210 


614, 957 
18, 482 

""i,"i44 


107,886 

92, 108 

216, 139 

215 

9,667 


10, 008 

193, 698 

261 


-164 

202, 002 

52, 364 

89,611 

1,140 

110,789 

102, 293 

13,  591 

11,045 

14,003 


76, 907 
1,750 
97, 004 
196, 658 
69, 491 
117, 745 
830 


629, 982 


560, 386 

20, 096 
-388 
1,192 


126, 490 

87,685 

209, 516 

728 

1,921 

5,592 

13, 190 

150, 993 

214 


696,329 


1967 


59,144 

388,297 
130, 033 
331, 175 
-5,630 
-30,374 


872,644 


220, 661 
101,019 
63, 240 
587, 025 
112, 796 
98. 620 
70, 092 

409, 964 
661, 693 
-10,157 


2, 314, 952 


4, 140, 874 


264 

222,061 

56, 397 

92,496 

1,224 

114, 659 

107, 627 

15,877 

12, 122 

13, 276 


85, 302 
1,750 
96,066 
208, 298 
114,095 
145, 419 
851 


651, 782 

21, 149 

343 

1,304 


131,691 

81,689 

215, 572 

2,800 

1,655 

63,575 

5,702 

140, 735 

166 


633,587 


Footnotes  at  end  of  table; 
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Table    4. 


-Administrative    budget   receipts    and   expenditures,   fiscal    years    1965, 
1966,  and  ^567— Continued 

[In  thousands  of  dollars] 


Expenditures ' 

1965  2 

1966  2 

1967 

ATiculture  Department— Continued 

Commodity  Credit  Corporation: 

Public  enterprise  funds  (net): 

2,645,754 
-740,268 
2, 492, 151 

1,535,920 

-17,083 

1, 685, 544 

1,644,833 

Special  activities  ' _  

273, 010 

Foreign  assistance  and  special  export  programs  ^  _ 

1,509,489 

Total    Commodity    Credit    Corporation   and   foreign 

4, 397, 638 

3,204,381 

3, 427, 332 

Federal  Crop  Insurance  Corporation: 

7,518 
903 

380, 582 
11, 832 

8,225 

10,  496 

360, 982 

11,  878 

8,632 

Federal  Crop  Insurance  Corporation  fund  (net) 

—6, 339 

Rural  Electrification  Administration: 
Loans 

411,  995 

Salaries  and  expenses 

12,  210 

Farmers  Home  Administration: 
Rural  housing  grants  and  loans                                        

134,  656 

946 

41, 333 

67,  971 

9,252 

1,167 

47, 810 

-31,  352 

31, 408 
18,684 
87,  534 
3,035 

Community  development  programs  .-. 

12, 427 

52, 167 

Public  enterprise  funds  (net): 
Direct  loan  account                       

-451,017 

31,112 

30,  257 
9,000 
1,008 

8,596 

Agricultural  credit  insurance  fund  . 

-26, 528 

Rural  housing  direct  loan  account 

-144, 136 

Total  Farmers  Home  Administration    

285, 171 

167,  538 

-517, 379 

Rural  Community  Development  Service                      -  .  - 

274 
9,703 
3,965 
1,698 
1,627 
2,401 

41 
3,487 

-1,  671 
354,  721 

708 
10, 228 
4,087 
1,677 
1,751 
2,476 

119 
3,627 

-3,  227 
389,345 

700 

Oflfice  of  the  Inspector  General              ...  

11, 366 

4,170 

2,  039 

National  Agricultural  Library                              

2,631 

Office  of  Management  Services     .               

2,612 

General  administration: 
Intragovernmental  funds  (net)                          

11 

Salaries  and  expenses                  .             

3,728 

Forest  Service: 
Intragovernmental  funds  (net)                      

-2, 080 

Other                                                    - 

435,  662 

7,  298, 052 

5,  948, 580 

5,  741, 454 

Commerce  Department: 
General  Administration                                    

4,249 

2,312 
37,  797 

-4, 594 
80, 596 

4,364 

2,643 
25,  620 

-7,  949 
74, 938 

4,306 

2,625 

Bureau  of  the  Census                                 

25, 401 

Economic  Development  Assistance: 

-8, 689 

Other                                                               

148, 551 

Promotion  of  industry  and  commerce: 
Business  and  Defense  Services  Administration.    

4,830 
14,267 
4,110 
2,406 
2,432 

5,176 
15, 135 
4,184 
992 
3,101 

5,942 

16,965 

Office  of  Field  Services.. 

4,650 

Participation  in  U.S.  expositions                      

4, 979 

U.S.  Travel  Service   

3,047 

Total  promotion  of  industry  and  commerce .  

28,035 

28,  587 

35, 484 

Science  and  technology: 

134, 343 
30,652 

7,622 
56,  768 

151, 843 
33, 810 

-5,  884 

60,825 

1,461 

175,  709 

Patent  Office 

36, 424 

National  Bureau  of  Standards: 
Intragovernmental  funds  (net) .. 

4,669 

Otlier. 

46,  401 

0  fflce  of  State  Technical  Services                 

2,733 

229, 385 

242, 054 

265, 936 

Footnotes  at  end  of  table. 
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Table   4. — Administrative    budget   receipts   and   expenditures,  fiscal   years    1965 

1966,  and  1967 — Continued 

[In  thousands  of  dollars] 


Expenditures ' 


1965  2 


1966  2 


1967 


Commerce  Department— Continued 
Ocean  shipping: 
Maritime  Administration: 

Public  enterprise  funds  (net) 

Operating  differential  subsidies. 
Other --- 


Total  ocean  shipping 

Total  Commerce  Department. 


Defense  Department: 
Military: 
Military  personnel: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force. 
Defense  agencies - 


Total  military  personnel. 


Operation  and  maintenance: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force. 
Defense  agencies 


Total  operation  and  maintenance. 


Procurement: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force. 
Defense  agencies 


Total  procurement- 


Research,  development,  test,  and  evaluation: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force 

Defense  agencies 


Total  research,  development,  test,  and  evaluation. 

Military  construction: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force 

Defense  agencies -- 


Total  military  construction. 

Family  housing: 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force- 
Defense  agencies 


Total  family  housing. 


Civil  defense 

Special  foreign  currency  program. 


Bevolving  and  management  funds  (net): 
Public  enterprise  funds: 

Department  of  the  Army 

Department  of  the  Navy. 

Department  of  the  Air  Force... 

Defense  agencies 

Civil  defense  procurement  funds 

Intragovernniental  fumls: 

Department  of  tlie  Army 

DepartiiKint  of  llie  Navy 

Departiiuint  of  tlie  Air  Force 

Defense  agencies 


Total  revolving  and  management  funds. 
Total  military 


Footnotes  at  end  of  table. 


-2, 305 
213, 334 
125,  759 


4,751 
1S6,  628 
111,475 


336, 728 


302, 854 


714, 511 


673, 112 


4,  696, 875 
4, 020,  657 
4,  669,  092 
1, 384, 286 


5,  504, 778 
4, 639, 498 
5, 017,  980 
1, 591, 097 


14,  770, 910 


16,  753, 352 


3,  681, 146 

3, 369,  994 

4, 771,  019 

526, 558 


4,  752, 060 

4, 057, 371 

5, 176, 406 

723, 977 


12,348,718    14,709,815 


1,  764, 065 

4,  932, 523 

5, 100, 536 

42,  216 


11,839,339 


1, 344,  396 

1, 293,  639 

3, 145, 756 

452, 425 


6,  236,  216 


216,  272 
251, 900 
507, 066 
31,  669 


1, 006, 908 


206,  538 

154, 592 

255, 106 

2,418 


618,  653 


2,  670,  776 

5,  236,  881 

0, 413, 926 

16,  954 


14,338,537 


1, 412, 279 

1, 406, 832 

2, 948, 204 

491, 768 


6, 259, 083 


332, 028 

451,  768 

526,  627 

23,141 


1, 333, 564 


203,  612 

178, 828 

262, 614 

2,416 


647, 470 


92, 726 


-1 
-1 

(♦) 


-102, 

-40X, 

23, 

-190, 


-37 
250 
211 


-740,  601 


46, 172, 869 


86,051 


-1,668 
-594 
2,377 


(*) 

liil,5:^r, 

234,  057 

45,  104 

-159,677 


281, 135 


54, 409, 007 


-3, 176 
175,  632 
110, 842 


283,298 


7,  300,  206 
5, 232, 355 
5, 423, 926 
1, 830, 233 


19, 786,  720 


7,  293, 385 

5,  058, 303 

5, 714, 461 

934, 103 


19, 000, 253 


4, 389, 955 

6, 484,  835 

8,  096, 361 

40, 706 


19,  Oil,  857 


1,  633, 950 

1,  791, 101 

3,  229, 192 

505, 424 


7, 159,  668 


447,  850 

522, 638 

550,  289 

14, 802 


1,  535, 579 


190, 353 

127, 428 

235,900 

4,654 


558, 235 


100,058 
11 


-199 

2,716 

-3, 277 

-I 

-1 

-54,882 
199,548 

-65, 725 
433,  844 


512, 023 


67,664,401 
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Table    4. — Administrative    hndget    receipts    and   expenditures,   fiscal    years    1965, 

1966,  and  i.W7— Continued 

1  III  thousands  of  dollars] 


Expenditures ' 

1965  2 

1966  2 

1967 

Defense  Departn:ent— Continued 
Civil: 
Department  of  the  Army: 
Corps  of  Engineers: 
Rivers  and  harbors  and  flood  control _ 

1, 177,  364 
-8, 392 

1,  246, 251 
4,197 

1,  280, 151 

Intragovernmental  funds  (net) 

—1,  820 

The  Panama  Canal: 
Canal  Zone  Government 

32,  986 

3,100 
327 

36,565 

-4,  310 
-1 

37,  799 

Panama  Canal  Company: 
Public  enterprise  funds  (net) .           

-12, 769 

Thatcher  Ferrv  Bridge 

Total  the  Panama  Canal  ... 

36,412 

32.  254 

25,030 

Other 

28,338                26,419 

3                      -2 

34                       40 

39, 280 

Navy,  wildlife  conservation,  etc.     

12 

Air  Force,  wildlife  conservation,  etc 

48 

Total  civil    

1,  233, 759           1, 309, 159 

1,342,701 

Total  Defense  Department 

47, 406,  629 

55, 718, 166 

09, 007, 103 

Health,  Education,  and  WeUare  Department: 
Food  and  Drug  Administration: 
Public  enterprise  fund  (net). 

-199 
40,848 

-235 
45,  406 

-69 

Other 

58,  279 

Office  of  Education: 
Public  enterprise  funds  (net) : 
Higher  education  facilities  loans  fund 

-87, 895 

Assistance  for  vocational  education 

131,  525 
349,  671 

135,  779 
409,  593 
815,  099 
154,141 
346, 497 
111,031 

250, 257 

School  assistance  iu  federally  affected  areas. 

447, 074 

Elementary  and  secondary  educational  activities 

1  265,971 

Higher  educational  activities. 

15,  538 

270,  284 

74,  857 

535, 899 

Defense  educational  activities 

388, 167 

Other _ 

175,  876 

Total  Office  of  Education 

841,  875 

1, 972, 140 

2, 975, 349 

Vocational  Rehabilitation  Administration: 
Grants  for  rehabilitation  services  and  facilities 

95,  661 
41,  653 

152, 521 
49,  534 

208, 277 

Other - 

59,063 

Public  Health  Service: 
Health  manpower __ 

30,  500 
157,  631 

203, 568 
151,  346 
635,  082 
149,  262 
7 
12,211 

25, 373 
179, 486 

201,  739 
186, 326 
738,  762 
164,  778 
13 
40, 158 

61, 508 

Disease  prevention  and  environmental  control. 

229, 837 

Health  services: 
Hospital  construction  activities 

208, 135 

Other                                    

255,  043 

National  Institutes  of  Health. 

947,  041 

National  Institute  of  Mental  Health _ 

208,  094 

Public  enterprise  funds  (net)  .  .         ...                  .     

-8,  730 

Other 

51, 219 

Total  Public  Health  Service 

1, 339,  607 

1, 536,  637 

1, 952, 148 

Saint  Elizabeths  Hospital 

9,959 
-175 

11,214 
-43 

10, 405 

Social  Security  Administration: 
Operating  fund,  Bureau  of  Federal  Credit  Unions  (net)... 
Payment  to  trust  funds  for  health  insurance  for  the  aged 

-7 
949,  850 

105,000 

Other 

78 

3,  059, 498 

109,  796 

54,  770 

572 

865 

-7 

3,  527, 534 

151,  382 

51,  966 

2,191 

992 

55 

3,619 

16,  296 

748 
30,  502 

-3 

Welfare  Administration: 
Grants  to  States  for  public  assistance 

4, 175, 058 

Grants  for  maternal  and  child  welfare... 

183,  741 

Other                                             .                                       

64,721 

Administration  on  Aging 

6,817 

Special  institutions: 

1,025 

National  Technical  Institute  for  the  Deaf 

231 

Gallaudet  College                                            

4,355 
15,  547 

-337 
24,965 

2,718 

Howard  University  and  Freedmen's  Hospital 

Office  of  the  Secretary: 
Intragovernmental  funds  (net) 

19,235 
-1, 391 

Other 

23,360 

Total  Health,  Education,  and  Welfare  Department 

5,639,337 

7, 552, 452 

10,  793, 808 

Footnotes  at  end  of  table. 
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Table    4. — Administrotive    budget    receipts    and    expcndilurvs,    fisrcd    ycnris    1965, 
1066,  and  1967—Coni\\\\w(\ 

[In  thousands  of  dollars] 


Expenditures ' 

-  1965  2 

1966  2 

1967 

Housing  and  Urban  Development  Department: 
Kenewal  and  housiuR  assisliiiicc: 
Public  enterprise  funds  (net): 

220, 744 

324,352 

230, 116 

41,361 

180 

312, 359 
356,  720 
236,  74() 
49, 902 
1,830 

-235,611 

445, 404 

Low-rent  public  housing        

267,  701 

Housing  for  tlie  elderly 

73, 023 

Other     - 

6,678 

Other 

834 

816,753 

957,658 

558,029 

Miitropolitan  development: 
Public  enterprise  fimds  (net): 

11,008 

45,071 

6,212 

18, 660 
34, 083 
8,387 

42,716 

Other      -- 

-13,878 

19,  860 

5,  691 

Other 

16, 562 

20,050 

21,849 

Total  metropolitan  development      

78,914 

81, 180 

76, 237 

Mortgage  credit: 
Federal  National  Mortgage  Association  (net): 

-4, 460 

-38,000 

-105,412 

-375, 849 

-24,927 

-115,350 
89 

91,820 
-114,120 
-313,525 
-129,119 

191,189 

-3,964 

252 

10, 240 

-144,814 

-68,707 

Federal  Housing  Administration: 
Public  enterprise  funds  (net): 

46,326 

Other      

-2, 205 

Other 

809 

-663,909 

-277, 465 

-158,353 

Demonstrations  and  intergovernmental  relations: 

732 

Other                                 

1,773 
16, 150 

1,858 
3,949 

3,706 

12,918 

Total  Housing  and  Urban  Development  Department... 

249, 681 

767,080 

493,270 

Interior  Department: 
Public  land  management: 

131,345 

178 

234, 483 

3,827 

280 
24,946 

144, 548 

-399 

231,316 

16, 710 

156,214 

Bureau  of  Indian  Affairs: 

789 

Other       

223, 820 

68,255 

Office  of  Territories: 

Other                                  

44,768 

41,082 

396,059 

436,944 

490,161 

Mineral  resources: 

68,836 

20, 425 

40, 962 

3, 822 

686 

74, 271 

19,282 

43, 999 

7, 124 

731 

79, 059 

Bureau  of  Mines: 

23, 193 

Other                             

49, 427 

9,987 

Offlce  of  Oil  and  Gas                    

731 

134, 730 

145,408 

162,998 

Fish  and  wildUfe  and  parks: 
Office  of  Commissioner  of  Fish  and  Wildlife 

443 

391 

37,  778 

79, 498 

130,296 

372 

343 
38,754 
87,976 
135,391 

92 

Bureau  of  Commercial  Fisheries: 

840 

Other                

41,026 

90,802 

118,850 

248,407 

262,835 

261,609 

Footnotes  at  end  of  table. 
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Table   4. — Administrative   budget   receipts   and   expenditures,  fiscal   years   1965, 
1966,  and  1967— Continnad 

[In  thousands  of  dollars] 


Expenditures ' 

1965  2 

1966  2 

1967 

Interior  Department— Continued 
Water  and  power  development: 
Bureau  of  Reclamation: 

Public  ontcipriso  funds  (net): 

Continuing  fund  for  emergency  expenses,  Fort 
Peck  project,  Montana       

-2,332 

60,312 

269, 906 

54,895 

644 

7,776 

-4,416 

60,615 

310, 825 

70, 220 

593 

8,501 

-2, 426 

43,638 

274,938 

122, 326 

536 

Other 

Bonneville  Power  Administration. 

Southwestern  Power  Administration 

8,116 

391,262 

446, 336 

447. 127 

Water  Pollution  Control: 

OfTiceofSahne  Water 

11,468 

100,824 

4,374 

4,206 

2,296 

-2, 074 

12,955 
116, 508 

4,674 
4,857 
5,794 
1,055 

16,820 
130, 190 

4  872 

Federal  Water  Pollution  Control  Administration 

Secretarial  offices: 

Office  of  the  Solicitor     

6,093 
6,226 
—554 

OIFice  of  Water  Resources  Research 

Virgin  Islands  Corporation  (not)  

Total  Interior  Department               .  .  . .  .  .  . 

1,290,553 

1,437,366 

1,515,544 

Justice  Department: 

65,323 
159,507 
72, 207 

-1.439 
63,063 

69, 881 
168,033 
74,813 

-6,214 
65,982 

79, 561 
185  166 

Federal  Bureau  of  Investigation       .  

80, 230 

-7,310 
70, 997 

Federal  Prison  Systems: 
Federal  Prison  Industries,  Inc.  (net)    . 

Other 

Total  Justice  Department      .  .  .  . 

358, 651 

372,494 

408, 645 

Labor  Department: 
Manpower  Administration: 
Public  enterprise  funds  (net): 
Advances  to  employment  security  administration  ac- 

-2, 226 

-358 

230, 041 

-2,217 

-54 

275, 484 

11,064 

6,893 

2,599 

94,647 
160 

—3, 545 

42 

Manpower  development  and  training  activities 

274, 829 

Office  of  Manpower  Administrator 

26, 887 

5,547 
-144 

122, 398 
8,014 

7,914 
—686 

Bureau  of  Employment  Security                

Unemployment  compensation  for  Federal  employees  and 

79, 006 

Other 

—887 

363,272 

388, 577 

383,560 

8,035 

7,803 

8,264 

Wage  and  labor  standards: 
Bureau  of  Labor  Standards. 

3,601 

773 

20,295 

52, 658 
4,432 

3,140 

847 

20,  784 

48,515 
4,491 

3,219 

903 

22, 092 

Bureau  of  Employees'  Compensation: 

56  618 

4,736 

81, 769 

77, 777 

87, 467 

Bureau  of  Labor  Statistics    . .... 

18, 161 

722 
4,851 

19,006 
1,014 
5,302 

401 
3,501 

20, 420 

1.336 

5.490 

Office  of  the  Secretary: 
Federal  contract  compliance  and  civil  rights  programs 

951 

Other 

2, 728 

4,389 

479.529 

503,382 

511,877 

Post  Office  Department: 

804, 542 

888,196 

1,141,186 

Footnotes  at  end  of  table. 
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Table    4. — Adminislralive    budget   receipts    and   expenditures,   fiscal    years    1965, 
1966,  and  i5<57— Continued 

[In  thousands  of  dollars] 


Expenditures ' 


1965: 


1966  2 


1967 


State  Department: 
Administration  of  foreign  affairs: 

Salaries  and  expenses 

Acquisition,   operation   and   maintenance   of  buildings 

abroad 

Intragovernmental  funds  (net) 

Other 


Total  administration  of  foreign  affairs. 


International  organizations  and  conferences; 

Contributions  to  international  organizations. 

Other.. _ 

International  commissions. 

Educational  exchange 

Other 

Total  State  Department 


Transportation  Department:  " 
Coast  Guard: 

Intragovermnental  funds  (net) 

Other _ 

Federal  Aviation  Administration: 

Public  enterprise  funds  (net).. 

Grants-in-aid  for  airports 

Other... _ _ _ 

Federal  Hii;hway  Administration: 

Bureau  of  Pulilic  Roads:  '2 

Advances  to  the  highway  trust  fund  (net) 

Other 

National  Highway  Safety  Bureau 

Federal  Railroad  Administration: 

Alaska  Railroad  (net) 

Other 

Saint  Lawrence  Seaway  Development  Corporation  (net). 
Other 


Total  Transportation  Department. 


Treasury  Department: 
Office  of  the  Secretary: 

Public  enterprise  funds  (net): 
Reconstruction  Finance  Corp.  liquidation  fund. 
Federal  Farm  Mortgage  Corp.  liquidation  fund. 
Civil  defense  program  fund 

Intragovermnental  funds  (not).. 

Other... 

Bureau  of  Accounts: 

Interest  on  uninvested  funds 

Claims,  judgments  and  relief  acts 

Government  losses  in  shipment  fund  (net) 

Salaries  and  expenses 

Other 

Bureau  of  Customs: 

Intragovernmental  funds  (net) 

Other.... 

Bm-eau  of  Engraving  and  Printing: 

Intragovernmental  funds  (net) 

Oilier 

Bureau  of  the  Mint 

Bureau  of  Narcotics 

Bureau  of  the  Public  Debt 

Internal  Revenue  Service: 

Interest  on  refunds  of  taxes 

Payments  to  Puerto  Rico  for  taxes  collected 

Other 

Ollico  of  the  Treasurer: 

Check  forgery  insurance  fund  (not) 

Other 

U.S.  Secret  Service 


175, 024 

26, 196 

854 

3,631 


177, 089 

18, 021 
-166 
3,621 


205,  705 


198, 566 


86, 790 

5,852 

16,489 

58,358 

9,800 


94, 376 

6, 053 
35, 284 
60,821 
11, 507 


382, 993 


406, 607 


-172 
386, 665 

-7 
70,  598 
724, 015 


-6,819 
411,849 

6 
53, 989 
749,923 


42, 305 
15, 025 


905 
1,096 


1, 240, 428 


19 

-277 

-28 

1 

5,812 

11,752 

74, 424 

44 

32, 115 

1 

-1 
77, 953 

906 
272 

15, 346 
5, 458 

49,  651 

77, 237 
42,941 
586, 627 


0,342 
10, 462 


50,543 


10, 485 
2. 351 
1,216 
2,794 


1, 276, 338 


-32 


(♦) 
6,085 

13,988 

38, 895 

135 

31,  599 

(*) 

1 

81,839 

-2, 159 
2,445 

25, 634 
5,  729 

50, 174 

103, 696 
51,  764 
611,167 

3 
6,090 
13,729 


'»  184, 673 

23, 885 
-746 
3,765 


211,477 


101,348 

6, 620 

29, 721 

55,783 

9,548 


414, 496 


2,746 
493, 937 


64. 147 
818, 796 


69,588 
2,850 

2,339 

7,253 

95 

5,727 


1, 467, 476 


(*) 


6,816 

12, 753 

48, 562 

57 

33, 625 


86, 845 

1,046 
1.991 

33, 439 
6, 207 

51. 944 

120, 094 

59, 334 

662, 010 

24 
6,082 
15, 082 


Foolnoles  at  end  of  table. 
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Table    4. — Adminislralive   budget   receipts    and   expenditures,   fiscal    years    1965, 
1966,  and  1567— Continued 

lln  tliousands  of  dollais] 


Expenditures ' 

1965  2 

1966  2 

1967 

Treasury  Department— Continued 
Interest  on  tiie  public  debt  (accrual  basis): 
Public  issues  ... 

9,803.834 
1, 542, 620 

10,358,671 
1,655,192 

11,366  963 

Special  issues  ..    

2, 024, 105 

Total  interest  on  the  public  debt .         ..    

11,346,455 

12,013,863 

13,391,068 

Total  Treasury  Department 

12, 343, 513 

13, 054, 653 

14, 537, 580 

2,  624, 996 

2, 402, 925 

2, 263,  749 

General  Services  Administration: 
Real  property  activities: 
Construction,  public  buildings  projects --. 

136,  033 
82,  730 
12,531 

274,  601 

13, 356 

63,426 

16,  Oil 

7,382 

3 

68 
16,284 
9,  713 

-218 
-230 
1,985 

166,  526 

90, 862 

3,030 

276, 588 

-39,  706 

68,651 

16,513 

2,831 

151, 849 

Repair  and  improvement  of  public  buildings . 

80,656 

—1, 731 

Other 

299,  771 

Personal  property  activities: 

28,014 

Other.. 

66,694 

Records  activities.. .         ...                   .      .  .  

18, 474 

809 

Property  management  and  disposal  service: 
Public  enterprise  funds  (net)..  .                              

-221 
16,845 
9,724 

-183 

-1,319 

1,869 

192 

Strategic  and  critical  materials 

18,  587 

Utilization  and  disposal  service 

9,992 

General  activities: 
Public  enterprise  funds  (net) 

-191 

Tntrflgovernmental  funds  fnet.) 

95 

Other..              

1,981 

Total  General  Services  Administration 

623,  676 

601,  001 

675, 192 

National  AeronnnticR  and  Spacp.  Administration 

5,  092, 904 

6,  932, 989 

5, 426,  716 

Veterans'  Administration: 
Compensation,  pensions,  and  benefit  programs                  

4, 180, 995 

-129,834 

38, 301 

-29, 096 

1, 427, 577 

4, 272,  741 

-668, 963 

15,723 

-46,  666 

1, 486,  820 

4,  606,  780 

Public  enterprise  funds  (net) : 
Direct  loan  revolving  fund 

-34, 942 

Loan  guaranty  revolving  fund  . 

126,768 

Other.. 

-60,834 

Other.... 

1, 659,  949 

Total  Veterans'  Administration 

5,487,944 

5,  069,  665 

6, 196,  721 

Other  independent  agencies: 
Alaska  Development  Committees 

87 

5 

1,952 

354 

80,423 
11,  205 

138 

181 

Ala.ska  Temporary  Claims  Commission 

American  Battle  Monuments  Commission _ 

1,994 
360 

74,  622 
10, 856 

2,122 

Central  Intelligence  Agency,  construction   . 

1,432 

Civil  Aeronautics  Board: 
Payments  to  air  carriers 

62, 322 

Salaries  and  eypenses 

11, 536 

Civil  Service  Commission: 
Payment  to  civil  service  retirement  and  disability  fund... 
Government  payment  for  annuitants,  employees  health 
benefits 

65,  000 

27,  010 
25, 102 

67,  000 

29,  220 
26,630 

73,000 
36,644 

Other 

20,  211 

Total  Civil  Rp.rvice  Commission 

117, 112 

122,  860 

129,856 

Commission  of  Fine  Arts. 

95 

1,151 

29 

-357, 231 

103 

1,620 

2,690 

-385,  023 

117 

Commission  on  Civil  Rights... 

2,460 

Equal  Employment  Opportunity  Commission   . 

4,631 

Export-Import  Bank  of  Washington  (net) 

—342,  612 

Footnotes  at  end  of  table. 
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T\BLE    4—Aclminislraliue    budget   receipts    and   expenditures,   fiscal   years    1965, 
1066,  and  i 567— Continued 

[In  thousands  of  dollars] 


Expenditures ' 


Other  independent  agencies— Continued 
Farm  Credit  Administration  (net) : 
Revolving  fund  for  administrative  expenses. 

Short-term  credit  investment  fund 

Banks  for  cooperatives  investment  fund 


Total  Farm  Credit  Administration. 


Federal  Coal  Mine  Safety  Board  of  Review 

Federal  C  ominunications  C  ommission 

Federal  Home  Loan  Bank  Board  (net) : 

Federal  Savings  and  Loan  Insurance  Corp.  funa. 

Other - 

Federal  Maritime  Commission .-.-- 

Federal  Mediation  and  Conciliation  Service 

Federal  Power  Commission 

Federal  Radiation  Council - 

Federal  Trade  Commission 

Foreign  Claims  Settlement  Commission. 

Historical  and  memorial  commissions 

Indian  Claims  Commission 

Intergovernmental  commissions:  -o^ioH^no 

Advisory  Commission  on  Intergovernmental  Relations... 

Appalachian  Regional  Commission 

Commission  on  Status  of  Puerto  Rico 

Delaware  River  Basin  Commission --.-- 

Interstate  Commission  on  the  Potomac  River  Basm 

Interstate  Commerce  Commission 

National  Capital  Housing  Authority. ■ 

National  Capital  Planning  Commission 

National  Capital  Transportation  Agency... • 

National  Foundation  on  Arts  and  Humanities 

National  Labor  Relations  Board 

National  Mediation  Board 

National  Science  Foundation v-i:"\T,:,:^^l^a^t 

President's  Advisory  Committee  on  Labor-Management 

Policv  - __.-------  —  -----  —  ---------- 

Railroad'  Retirement  Board-Military  service  credits 

Renegotiation  Board -.-- - 

Securities  and  Exciiange  Commission 

Selective  Service  System - 


Small  Business  Administration: 
Public  enterprise  funds  (net) . . 

Salaries  and  expenses 

Other 


Total  Small  Business  Administration. 


Smithsonian  Institution... - 

Subversive  Activities  Control  Board 

Tariff  Commission - - 

Tax  Court  of  the  United  States 

Temporary  Study  Commissions 

Tennessee  Valley  Authority  (net) - 

U  S.  Arms  Control  and  Disarmament  Agency. 


U.S.  Information  Agency:  ,      ,  ,    *x 

Informational  media  guarantee  fund  (net) . 

Salaries  and  expenses 

Construction  of  radio  facilities 

Other 


Total  U.S.  Information  Agency... 
Water  Resources  Council 

Total  other  independent  agencies. 


1965  2 


99 

3,375 

-20, 287 


-16, 813 


1966  2 


531 

2,290 

-10, 051 


66 
16, 747 

-204,  698 

134 

2,857 

6,284 

13,116 

-72 

13,  662 

35,047 

135 

303 

422 

40 

44 

131 

5 

26, 491 

39 

3,538 

617 

25 

25,221 

1,892 

308, 892 

106 
13, 834 
2,650 
15, 276 
43, 211 


236,221 

6,658 

43 


242, 922 


27, 986 

409 

3,271 

2,087 

629 

47, 937 

7,302 


-7,230 

"74 
17, 217 

-255, 423 

-35 

3,091 

6,550 

13, 402 

84 

13,648 

1,853 

120 

313 

430 

612 

227 

140 

5 

27,264 

41 

1,285 

1,987 

1,228 

28,372 

1,907 

368, 248 

44 

16, 558 
2,450 
15, 820 
54,230 


-146, 073 

6,329 

84 


873 

150, 168 

6,639 

7,434 


165, 114 


662, 043 


-139,  660 

29, 871 

363 

3,246 

2,126 

5,417 

53, 905 
8,803 


-71 

154,220 

7,221 

5,227 


166, 598 


1967 


-89 


-13, 087 


-13,175 


76 
17,965 

-157,317 

-157 

3,454 

7,  079 

14, 081 

107 

14, 108 

1,658 

124 

336 

385 

670 

132 

156 

5 

44, 476 

44 

1,138 

2,977 

8,998 

30, 197 

1,981 

414, 884 

1 

17, 201 
2,519 
16,681 
68,036 


-249,117 

4,933 

120 


-244,063 

30,  247 
330 
3,400 
2, 172 
7,825 
102,065 
9,508 


300 

157, 591 

16, 531 

10, 892 

186,314 

1,971 

459, 624 


Footnotes  at  end  of  table. 
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Table   4. — Administrative   budget   receipts   and   expenditures,  fiscal   years   1966, 
1966,  and  i5<57— Continued 

[In  thousands  of  dollars] 


Expenditures ' 

1965  2 

1966  2 

1967 

District  of  Columbia: 
Federal  payment  to  District  of  Columbia. 

40,  720 

9,000 

10, 700 

832 

-869, 865 

47,372 

-5,000 

28,325 

757 

-634, 513 

61, 394 

Advances  for  general  expenses  (repayable) 

Loans  to  District  of  Columbia  for  capital  outlay . 

21, 450 

757 

Advances  to  District  of  Columbia  (stadium  fund) 

Interfund  transactions  * 

—681  723 

Net  administrative  budget  expenditures 

96,  506, 904 

106, 978, 344 

125,  717,  681 

Administrative  budget  surplus,  or  deficit  (— ) 

-3,435,107 

-2,  251, 080 

—9  868  868 

*Less  than  $500. 

1  Internal  revenue  and  customs  receipts  are  stated  on  a  collection  basis.  Other  receipts  are  reported  on  a 
deposits  confirmed  basis.  See  "Bases  of  Tables,"  annual  report  1962  p.  502. 

2  Certain  figures  for  the  fiscal  years  1965  and  1966  have  been  adjusted  to  correspond  to  classifications  for 
fiscal  year  1967. 

3  Distribution  between  income  taxes  and  employment  taxes  is  made  in  accordance  with  provisions  of  the 
Social  Security  Act,  as  amended,  for  transfer  to  the  Federal  old-age  and  survivors.  Federal  disability,  and 
Federal  hospital  insurance  trust  funds. 

<  Includes  adjustments  of  prior  estimates  as  follows:  Income  taxes  withheld,  —$167,660,216;  income  taxes- 
other,  —$55,977,616;  transfers  to  Federal  old-age  and  survivors  insurance  trust  fimd,  $181,312,207;  transfers 
to  Federal  disability  insurance  trust  fund,  $27,603,195;  and  transfers  to  Federal  hospital  insurance  trust  fund, 
$14,722,429. 

•  The  principal  amount  of  refunds  of  employment  taxes  and  excise  (highway)  taxes  are  excluded  from  the 
transfers  and  are  included  in  refunds  of  internal  revenue  receipts  applicable  to  trust  accounts. 

6  Mainly  interest  payments  by  Government  corporations  and  agencies  that  borrow  from  the  Treasury. 
For  details  of  interfund  transactions,  fiscal  years  1964-67,  see  table  9.  These  interfund  transactions  deducted 
from  budget  receipts  and  expenditures  do  not  include  payments  to  the  Treasury  by  wholly  owned  Govern- 
ment corporations  for  retirement  of  their  capital  stock  and  for  disposition  of  earnings.  Those  capital  transfers 
have  been  excluded  from  budget  receipts  and  expenditures  since  July  1, 1948. 

'  Expenditures  are  stated  on  the  basis  of  checks  issued  (except  interest  on  the  public  debt)  and  certain 
cash  payments. 

8  Residual  of  gross  receipts  and  expenditures  after  reduction  for  certain  costs  which  are  included  in 
amounts  shown  for  special  activities  fmanced  by  Commodity  Credit  Corporation. 

» Includes  certain  costs  transferred  from  price  support  operations  for  which  expenditures  may  have  been 
made  in  prior  years,  in  addition  to  adjustments  representing  recoveries  from  other  programs. 

'"  Gives  effect  to  reimbursements  collected  for  administrative  support  furnished  to  other  agencies  amount- 
ing to  $128,826,446. 

"  Established  pursuant  to  Public  Law  89-670,  Oct.  15,  1966,  Executive  Order  11340  prescribed  Apr.  1, 
1967,  as  the  effective  date  for  the  Transportation  Department.  Expenditures  include  figures  for  certain 
activities  previously  shown  under  the  Commerce,  Interior,  and  Treasury  Departments,  the  Federal  Avia- 
tion Agency,  and  other  independent  agencies. 

>2  Most  Bureau  of  Public  Roads  expenditures  are  made  from  the  highway  trust  fund  and  do  not  appear 
in  this  table. 
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Table  5. — Trust   receipts   and   expenditures,  fiscal   years   1965,    1966,   and  1967 

[In  thousands  of  dollars.  On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 
States  Government,"  see  "Bases  of  Tables"] 


Receipts 


1967 


Legislative  branch: 

Payments  from  general  fund 

Other 

The  judiciary: 
Judicial  survivors  annuity  fund: 

Contributions  ^. 

Interest  on  investments-. , 

Funds  appropriated  to  the  President: 

Military  assistance  advances 

Economic  assistance 

Other 

Agriculture  Department 

Commerce  Department. 

Defense  Department: 

MiUtary.. 

Civil: 

Payments  from  general  fund 

Other 


180 
1,469 


824,431 

1,584 

231 

57, 948 

6,023 

5,745 

3,136 
25, 965 


194 
2,462 


827 
108 

707,945 

2,462 

539 

60,798 

55,909 

21,849 

3,195 
31,033 


Health,  Education,  and  Welfare  Department; 
Federal  old-age  and  survivors  Insurance  trust  fund: ' 
Transfers  from  general  fund  receipts: 

Appropriated.. 

Unappropr  iated 

Less  refunds  of  taxes 

Deposits  by  S  tates 

Interest  and  profits  on  investments 

Federal  payments  for  military  service  credits 

Other 


14,777,985 

-27, 000 

-178,626 

1,257,853 

583, 125 


16, 685, 595 


-212,079 
1,392,431 

588, 159 


3,190 


6,690 


Total  Federal  old-age  and  survivors  insurance  trust  fund. 

Federal  disabiUty  insurance  trust  fund: » 

Transfers  from  general  fund  receipts 

Less  refunds  of  taxes 

Deposits  by  States 

Interest  and  profits  on  investments 

Federal  payments  for  military  service  credits 

Other 


16,416,527 


1,095,088 

-13,064 

93,221 

65,247 


Total  Federal  disability  insurance  trust  fund. 


1,240,508 


Federal  hospital  insurance  trust  fund: ' 

Transfer  from  general  fund  receipts 

Deposits  by  States... 

Interest  and  profits  on  investments 

Payment  from  Railroad  Retirement  Board 

Interest  payments  by  Railroad  Retfrement  Board. 

Federal  payments  for  military  service  credits. 

Federal  payments  for  railroad  employees... 

Federal  payments  for  transitional  coverage... 

Other 


Total  Federal  hospital  insurance  trust  fund. 


Federal  supplementary  medical  insurance  trust  fund:  * 

Premiums  deducted  from  benefit  payments 

Premiums  deposited  by  States 

Premiums  collected  by  Social  Security  Administration. 


Total  premiums. 


Federal  contributions 

Repayable  advances  from  general  fund. 

Interest  and  profits  on  investments 

Other 


Total  Federal  supplementary  medical  insurance  trust 
fund 


Other 

Interior  Department: 

Indian  tribal  funds 

Payments  from  general  fund. 
Other 


58, 591 
65,843 
12, 870 


18,460,796 


1,457,893 

-15, 596 

114,355 

59,547 


26 


1,616,225 


862,000 

46, 797 

6,898 


915,695 


300 

38, 718 
35, 108 
12, 672 


209 
2,621 


884 
129 

1,078,035 

2,908 

597 

63,604 

15, 599 

8,034 

3,214 
32,031 


20,994,312 


-262,719 

1,835,408 

725, 327 

78,000 

874 


23,371,203 


2,085,603 

-19,437 

183,231 

66, 340 

16, 000 

287 


2,332,024 


2,482,722 

205,962 

45,882 

16,200 

105 

11,000 


326,850 


3,088,730 


527,902 
32, 136 

86,644 


646,682 


623, 000 


15,  Oil 
11 


1,284,734 


364 

48, 148 
31, 372 
20,105 


Footnotes  at  end  of  table. 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1965,  1066,  and  1967 — Con. 

[lu  thousands  of  dollars) 


Receipts 


1965 


1966 


1967 


Labor  Department: 
Unemployment  trust  fund: ' 
Employment  security  administration  account: 
Transfers  (Federal  unemployment  taxes): 

Appropriated 

Unappropriated 

Less  refunds  of  taxes 

Advances  from  general  (revolving)  fund 

Less  return  of  advances  to  the  general  fund 

State  accounts — deposits  by  States 

Federal  unemployment  account— less  transfer  of  receipts 

to  Labor _ 

Railroad  unemployment  insurance  account: 

Deposits  by  Railroad  Retirement  Board 

Advances  from  railroad  retirement  account 

Railroad  unemplojTiient  insurance  administration  fund: 

Deposits  by  RaUroad  Retirement  Board _. 

Interest  and  profits  on  investments.. — 


Total  unemployment  trust  fund. 


Other.. 

State  Department: 
Foreign  Service  retirement  and  disability  fund: 

Deductions  from  salaries  and  other  receipts 

Employing  agency  contributions -. 

Receipts  from  civil  service  retirement  and  disability  fund. 

Interest  on  investments 

Other 


Transportation  Department: 
Highway  trust  fund:  ^ 

Transfers  from  general  fund  receipts 

Less  refunds  of  taxes 

Advances  from  general  fund 

Less  return  of  advances  to  the  general  fund . 
Interest  on  investments 


Total  highway  trust  fund. 


Other 

Treasury  Department 

Atomic  Energy  Commission 

General  Services  Administration 

National  Aeronautics  and  Space  Administration. 


Veterans'  Administration: 

Government  life  insurance  fund: 

Premiums  and  otlier  receipts 

Payments  from  general  fund 

Interest  and  profits  on  investments. 
National  service  life  insurance  fund: 

Premiums  and  other  receipts 

Payments  from  general  fund 

Interest  and  profits  on  investments . 
Other - 


Total  Veterans'  Admmistration. 


Other  independent  agencies: 
Civil  Service  Conunission: 
Civil  service  retirement  and  disability  fund: 
Deductions  from  employees'  salaries,  etc.. 
Payments  from  other  funds: 

Employing  agency  contributions 

Federal  contribution 

Voluntary  contributions,  donations,  etc... 
Interest  and  profits  on  investments. 


Total  Civil  Service  Commission. 

Railroad  Retirement  Board: 
Railroad  retirement  accounts: 
Transfers  (Railroad  Act  taxes): 

Appropriated 

Unappropriated 

Less  refunds  of  taxes 

Fines  and  penalties 

Footnotes  at  end  of  table. 
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-7,609 

194, 968 

-194, 968 

3, 051, 539 

(*) 

142, 781 
58,  230 

9,520 
255, 265 


564,  900 

2,105 

-6, 000 

210, 245 

-210, 245 

3,  067,  204 


139, 131 
40, 895 


9,281 
308,  683 


4, 132, 225 


4, 126, 207 


130 


3,878 
3,687 
796 
1,577 
1,258 


120 


4,142 
4,013 

934 
1,630 

281 


3,  782, 008 
-123, 498 


11, 035 


3,  669, 544 


4,322 

24,  207 

1,230 

2,244 

541 


14,  733 

-119 

33,  762 

472, 984 
7,029 

182, 145 
1,811 


712, 344 


1,  050, 416 

1,  050, 356 

65,  000 

16, 430 

482, 171 


2, 664, 373 


630, 430 
5,116 


4, 036, 575 

-119,  772 

70, 000 

-70, 000 

7,983 


3, 924,  786 


7,447 

28, 719 

1,215 

192 

20 


13, 860 

85 

33,  210 

496, 960 
5,171 

190, 783 
1,918 


741, 986 


1,096,745 

1, 097, 453 

67,  000 

15, 815 

546, 358 


2, 823, 371 


677, 489 
5,969 


(*) 


603, 769 
-1,  025 
-5, 972 
278, 742 
-278, 742 
2, 916, 933 


136,  565 
29,250 

9, 099 
383,  721 


4, 072, 341 


38 


4,282 
4,178 
1,066 
1,665 
353 


4,  652, 369 
-211,  507 


14,226 


4, 455,  087 


7,511 

32,605 

531 

140 

472 


12,607 

72 

30, 398 

486,  634 
5,794 

200, 485 
1,912 


737, 902 


1, 190, 468 

1, 190, 532 
73, 000 
15, 072 
625, 165 


3, 094, 236 


794,680 

-1,822 

-165 
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Table  5. — Tnisl  receipts  and  expenditures,  fiscal  years  1965,  1966,  and  1967 — Con. 

[lu  thousands  of  dollars] 


Receipts  and  Expenditures 


1965 


1966 


1967 


Other  independent  agencies— Continued 
Railroad  Retirement  Board — Continued 
Railroad  retirement  accounts— Continued 

Interest  and  profits  on  investments 

Interest  on  advances  to  railroad  unemployment  insur- 
ance account  and  railroad  supplemental  account 

Repayment  of  advances   to  railroad   unemployment 

insurance  account  and  railroad  supplemental  account. . 

Payment  from  Federal  old-age  and  survivors,  disability, 

and  hospital  insurance  trust  funds. 

Federal  payments  for  military  service  credits 


Total  Railroad  Retirement  Board. 


Other 

District  of  Columbia: 

Revenues  from  taxes,  etc 

Payments  from  general  fund: 

Federal  contribution... 

Advances  for  general  expenses 

Less  return  of  advances  to  general  fund. 

Loans  for  capital  outlay 

Otlier  loans  and  grants 


Deduct:  Interfund  transactions: 

Payments  to  employees'  retirement  fund  receipts 

Payments  between  funds: 

FOASI  fund  to  raUroad  retirement  account 

Unemployment    trust   fund    from   railroad   retirement 

account 

Other 


Total  interfund  transactions '. 
Net  trust  receipts 


Expenditures 


Legislative  branch 

The  judiciary — judicial  survivors  annuity  fund. 
Funds  appropriated  to  the  President: 

Military  assistance  advances 

Economic  assistance 

Other , 

Agriculture  Department: 

Trust  enterprise  funds  (net) 

Other 

Commerce  Department 

Defense  Department: 

Military 

CivU: 

Trust  enterprise  funds  (net) 

Other 


Health,  Education,  and  Welfare  Department: 
Federal  old-age  and  survivors  insurance  trust  fund:  • 
Administrative  expenses: 

Social  Security  Administration 

Reimbursement  from^Federal  disability,  hospital,  and 

supplementary  medical  insurance  trust  funds 

Payments  to  general  fund 

Benefit  payments 

Vocational  rehabilitation  services 

Payment  to  Railroad  Retirement  Board 

Construction 


Total  Federal  old-age  and  survivors  insurance  trust 
fund 


Federal  disability  insurance  trust  fund: ' 
Administrative  expenses: 

Social  Security  Administration 

Reimbursement    to    Federal    old-age    and    survivors 
insurance  trust  fund 

Payments  to  general  fund 

Benefit  payments. 

Vocational  rehabilitation  services 

Payment  to  RaUroad  Retirement  Board 

Construction _ 


Total  Federal  disability  insurance  trust  fund. 


143, 134 

12, 167 

77,  935 

459, 253 
13,834 


1, 341,  868 


9,818 

287,263 

40, 720 
50,000 
-41, 000 
10,700 
41,  705 


16,340 

435,  638 

58,230 
128,230 


638, 438 


31, 047,  259 


1,897 


744,553 

2,172 

139 

-1,083 
53,108 
16, 908 

5,439 

-2 
31, 387 


322,  788 

-75,  111 

52, 378 

15,  225, 894 


435,  638 
305 


15, 961,  893 


78,  223 

3,768 

1, 392, 190 


23,615 


1,  497,  796 


150,  Oil 

10, 937 

81,  530 

468, 782 
16, 558 


1,411,276 


143, 202 

311, 467 

47, 372 
42,000 
-47,  000 
28,325 
53,925 


17,641 

443,  820 

40, 895 
267, 488 


769,844 


34, 852,  623 


1,914 
494 

750,  872 

2,406 

397 

2,859 
53,883 
11,  736 

7,573 

-5 
30,071 


443,  038 

-240,  645 

49,852 

18,  071, 453 


443,  820 
1,626 


18,  769,  045 


184,  458 

4,718 

1,  721, 133 

1,493 

24, 962 


1,  936,  764 


162, 808 

9,150 

90, 375 

538.680 
17, 201 


1,  610,  906 


3,442 

327, 393 

61, 394 
33,000 
-33, 000 
21, 450 
60,566 


18,685 

508, 046 

29,250 
685,964 


1,  241, 945 


44, 640, 157 


2,302 
540 

1,  069, 952 

3,660 

526 

209 
58, 769 
25,104 

20,250 

-3 

30, 576 


289,  569 

-13,950 

57,409 

18, 885,  714 

90 

508,046 

1,171 


19,  728, 049 


104,  021 

-10,  981 

5,364 

1, 860,  789 

6,534 

30,634 

216 


1, 996,  579 


Footnotes  at  end  of  table. 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1965,  1966,  and  1967 — Con. 

[In  thousands  of  dollars] 


Expenditures 


1966 


1967 


Health,  Education,  and  Welfare  Department— Continued 
Federal  hospital  insurance  trust  fund: ' 
Administrative  expenses: 

Social  Security  Administration 

Reimbursement    to    Federal    old-age    and    survivors 

insurance  trust  fund 

Pajrments  to  general  fund 

Benefit  payments 


Total  Federal  hospital  insurance  trust  fund. 


Federal  supplementary  medical  insurance  trust  fund:  < 
Administrative  expenses: 

Social  Security  Administration 

Reimbursement  to  Federal  old-age  and  survivors  insur- 
ance trust  fund 

Payments  to  general  fund 

Benefit  payments _ 


Total  Federal  supplementary  medical  insurance  trust 
fund 


Other 

Housing  and  Urban  Development  Department: 
Federal  National  Mortgage  Association  (net): 
Loans  for  secondary  market  operations  and  purchase  of 

preferred  stock 

Other  secondary  market  operations 

Participation  sales  trust  fund _ 

Interior  Department: 

Indian  tribal  funds 

Other. 

Justice  Department  (net): 

Alien  property  activities ._ 

Federal  Prison  System  commissary  funds. . . 


562 


42,  460 
49,008 


Labor  Department: 
Unemployment  trust  fund: ' 
Employment  security  administration  account: 
Salaries  and  expenses,  Bureau  of  Employment  Security . . 
Grants  to  States  for  unemployment  compensation  and 

employment  service  administration 

Payments  to  general  fund: 

Reimbursements  and  recoveries 

Interest  on  refunds  of  taxes 

Payment  of  interest  on  advances  from  general  (revolv- 
ing) fund _ 

Railroad  unemployment  insurance  account: 

Benefit  payments 

Repayment  of  advances  to  railroad  retirement  account.. 
Payment  of  interest  on  advances  from  railroad  retire- 
ment account 

Railroad  unemployment  insiuance  administration  fund: 

Administrative  expenses 

State  accounts: 

Withdrawals  by  States _ 

Federal  extended  compensation  account: 
Temporary    extended    unemplojrment    compensation 

payments 

Repayment  of  advances  from  general  fund 


Total  unemployment  trust  fund. 


Other 

State  Department: 

Foreign  service  retirement  and  disability  fund. 

Other 

Transportation  Department: 

Highway  trust  fund— Federal-aid  highways  «. . 

Interest  payment  on  advances 

Other.. 

Treasury  Department... 

Atomic  Energy  Coramission 

General  Services  Administration: 

Trust  enterprise  funds  (net) 

Other 

National  Aeronautics  and  Space  Administration. 

Footnotes  at  end  of  table. 


74,  015 
11,  250 


-168,  758 
27 


13, 357 

399,  396 

112,018 
172 

2,226 

115,  243 
77,  935 

12, 167 

7,861 

2,  389,  612 


-1 
-1 


3, 129,  985 


234 


8,307 
1,243 


4, 026, 117 


4,068 

22, 955 

942 

-4 
214 
50 


62,  785 
1,707 


-91,  820 
1,  569,  888 


84,  001 
13,  067 

152, 813 
-63 


16,  922 

476,  583 

29,  772 
233 

2,217 

88,  120 
81,  530 

10,  937 

6,738 

1, 973,  967 


2,  687,  019 


188 

9,363 
422 

3, 965, 431 

678 

7,347 

26,  658 

1,143 

-181 

298 
507 


81,  905 

827 

6,208 

2,  507,  773 


2,  596,  713 


107,  970 

25, 215 

1,497 

664,  261 


798,  943 


347 


807, 125 
-115,909 

174, 245 
19, 389 

2,490 
-39 


18, 174 

539, 855 

14,368 
274 

3,545 

70,  985 
90, 375 

9,150 

5,992 

2,  001, 191 


2,  753, 909 


175 


10, 582 
307 


3, 973, 426 


7,058 

39, 196 

740 

-229 
295 
100 
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Table  5.— Trust  receipts  and  expenditures,  fiscal  years  1965,  1966,  and  1967— Con. 

[In  thousands  of  dollars] 


Expenditures 


Veterans'  Administration: 
Benefits,  refunds  and  dividends: 

Qovernnient  life  insurance  fund.-. 

National  sei-vice  life  insurance  fund 
Other. 


Other  independent  agencies: 
Civil  Service  Conimission: 
Civil  service  retirement  and  disability  fund 
Employees  health  benefits  fund  (net) 
Employees'  life  insurance  fund  (net). 
Ketirod  employees  health  benefits  fund  (net) 


Total  Civil  Service  Commission 

National  Capital  Housing  Authority  (not) 

Railroad  Retirement  Board: 
Railroad  retirement  accounts: 

Administrative  expenses 

Benefit  payments,  etc. 1'"";  Vj' 

Pavment  to  Federal  hospital  insurance  trust  fund 
Advances  to  railroad  unemployment  insurance  account 

and  railroad  supplemental  account 
Interest  on  refunds  of  taxes  _ 


Total  Railroad  Retirement  Board 


Trust  enterprise  funds  (net) . 
Other 

District  of  Columbia 


Deposit  fund  accounts 


Food  stamps  issued  (receipts): 

Payments  from  general  fund 

Receipts  from  sales... j:.----v 

Food  stamps  redeemed  (expenditures; 

Other  deposit  funds  (net) 


Total  deposit  fund  accounts 

Subtotal  trust  and  deposit  fund  expenditures 

Government-sponsored  enterprises  (net): 
Farm  Credit  Administration: 

Banks  for  cooperatives-.  ..--..- 

Federal  intermediate  credit  banks 

Federal  land  banks .- 

Federal  Homo  Loan  Bank  Board: 

Homo  loan  banks -- -.--- 

Federal  Deposit  Insurance  Corporation 


Total  Qovernment-sponsored  enterprises. 

Not  aggregate  purchases  of  participation  certificates  by 
trust  accounts.. 


Interfund  transactions  '. ■ 

Net  trust  expenditures  (including  net  purchases  of  par- 
ticipation certificates  by  trust  accounts) 

Excess  of  trust  receipts,  or  expenditures  (-) 


♦Less  than  $500.  ,  ,     ,       ,  .    ,  , ._,  „„ 

1  Details  of  tliis  trust  fund  may  be  found  in  tab  e  7J. 

2  Details  of  tliis  trust  fund  may  be  founc   in  ta b  e  G9. 

3  Details  of  tliis  trust  fund  may  be  founc  in  ta b  o  ^0. 
*  Details  of  this  trust  fund  may  be  ound  iii  tab  e  -1. 
5  Details  of  this  tnisl  fund  may  be  f(.un(    in  I  ab  e  S.i. 

0  l>'-tails<)ftlMSt.MSl  r.indinay   H,  oiindinU^^^^^^^^  ,^,,  oNpen.Utinvs.   For  d-'lails 

7  Miiinly  rnuuicial  mtoichaiiM.'S  brl  vy.'i    f'"'^' //'"''y'^^"  "   h/  ,   /^,a/,u„(.  [,„■  1«,1(  0  ineludes  a  Iransaetipn 

::[£;;:^^l;;o  on;!.'.:::!' f;^Hri^/:::!l''.S^^  ^^--^x-  -^^  Expenditures  of  t.. 

United  States  (loveniment." 
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Table  6. — Investments  in  public  debt  and  agency  securities  (net),  fiscal  years  1965, 

1966,  and  1967 

[In  thousands  of  dollars.  On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 
States  Government,"  see  "Bases  of  Tables"] 


Investing  agency 


1965 


Public  enterprise  funds: 
Commerce  D epartment , 

Housing  and  Urban  Development  Department: 

Office  of  the  Secretary  (FHA  debentures) 

Federal  National  Mortgage  Association: 
Participation  sales  fund: 

Public  debt  securities 

Agency  securities  (not  guaranteed) 

Management  and  liquidating  functions: 

Agency  securities  (guaranteed)  (FHA  debentures). 
Special  assistance  functions  fund: 
Agency  securities  (guaranteed)  (FHA  debentures) . 
Federal  Housing  Administration: 
Federal  Housing  Administration  fund: 

Pubhc  debt  securities. 

Agency  securities  (guaranteed)  (FHA  debentures) . 
Other: 
Agency  securities  (guaranteed)  (FHA  debentures) . 

Public  Housing  Programs 

Export-Import  Bank  of  Washington 

Federal  Savings  and  Loan  Insurance  Corporation 

Other 


Total  public  enterprise  funds. 


Trast  accounts,  etc.: 

Judicial  survivors  annuity  fund 

Highway  trust  fund 

Foreign  service  retirement  and  disability  fund 

Federal  old-age  and  survivors  Insm'ance  trust  fund: ' 

Pubhc  debt  securities. 

Agency  securities  (not  guaranteed) 

Federal  disabiUty  insurance  trust  fund: ' 

Pubhc  debt  securities 

Agency  securities  (not  guaranteed) 

Federal  hospital  insurance  trust  fund: ' 

Public  debt  securities. 

Agency  securities  (not  guaranteed) 

Federal  supplementary  medical  insurance  trast  fund- 
Unemployment  trust  fund: ' 

Pubhc  debt  securities 

Agency  securities  (not  guaranteed) 

Federal  National  Mortgage  Association: 
Secondary  market  operations: 

Agency  securities  (guaranteed)  (FHA  debentures) . 
Participation  sales  trust  fund: 

Public  debt  securities. 

Agency  securities  (not  guaranteed) 

Veterans'  hfe  insurance  funds: 
Government  life  insurance  fund: 

Pubhc  debt  securities.. 

Agency  securities  (not  guaranteed) 

National  service  life  insurance  fund: 

Public  debt  securities 

Agency  securities  (not  guaranteed) 

CivU  Service  Commission: 
Civil  service  retirement  and  disabihty  fund: 

Pubhc  debt  securities. 

Agency  securities  (not  guaranteed) 

Employees  health  benefits  fund 

Employees'  life  insurance  fund. 

Retired  employees  health  benefits  fund 

Railroad  retirement  accounts: 

Pubhc  debt  securities 

Agency  securities  (not  guaranteed).. 

Government-sponsored  enterprises  (net): 
Farm  Credit  Administration: 

Banks  for  cooperatives 

Federal  intermediate  credit  banks 

Federal  land  banks 

Federal  Home  Loan  Bank  Board: 

Home  loan  banks - 

Federal  Deposit  Insurance  I'orporatiou 

Otlier:  ^ 

Public  debt  securities 

Agency  secinities  (not  gutuanteeii) 

Total  trust  accounts,  etc 


Net  investments,  or  sales  (— )_ 


5,794 
19,115 

-21, 706 

-961 


-195,060 
1,694 


-17,000 


207, 528 
28, 566 


28,066 


430 

-343, 634 

1,530 

460, 855 
-262, 943 


966, 764 


1,006 


-22, 386 
125,765 


1,212,396 


8,920 

26,  614 

1,225 

149, 281 


-91 

-1,728 
-2,106 

-103,846 
179,957 

-77,581 
7,035 


2, 327, 464 


2, 355, 530 


1966 


152 
2,593 


-4,091 
86, 390 


-1,848 
-4,331 


-92, 578 
-36,364 


388 
13,500 


204,079 
36, 651 


204, 540 


444 

-27, 631 

1,144 

-857,069 


-412, 938 

785, 758 


1,468,031 
-5,991 


4,216 
-25,000 

203, 973 


1,111,416 


-4, 822 
14,890 
-191 

153, 867 


3,124 

-307 

-60 

259, 925 
227, 022 

460, 9J« 
-2,915 


3,357,815 


3, 562, 356 


1967 


750 
-2, 593 

33, 820 
59, 442 

20 

-1,636 


56, 666 
-11,696 


-8,000 
81, 500 

211,567 
53, 545 


473,385 


472 

483,947 

557 

3, 437, 854 
217, 590 

226, 007 
93,992 

405,889 

56, 521 

478, 849 

777, 688 
317, 548 


-1 


50,942 
64,940 


-123,643 
83, 250 

-368,423 
184, 500 


701,009 

217,500 

17,952 

54, 981 

304 

61,644 
175, 500 


-1,450 


-90 


1,791,400 
238, 192 


614,014 
119,585 


10,379,017 


10,852,403 


'  Takes  into  account  accraed  interest,  discount,  or  premium  on  securities  purchased,  and  net  amortiza- 
tion or  repayments. 
'  Includes  Exchange  Stabilization  Fund. 


277-468—68- 


-32 
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Table  7. — Purchases  of  participation  certificates  by  trust  accounts  (net),  fiscal  year 

1967 

[On  basis  of  "Monthly  Statement  of  Beceipts  and  Expenditures  of  tlie  United  States  Qoverament,"  see 

"Bases  of  Tables"] 


Purchasing  account 


Civil  service  retirement  and  disability  fund 

Federal  old-age  and  survivors  insurance  trust  fund 

Federal  disability  insurance  trust  fund 

Federal  hospital  insurance  trust  fund 

National  service  life  insurance  fund 

Railroad  retirement  account 

Unemployment  trust  fund 

Exchange  Stabilization  Fund- 

Net  purchases 


$200, 000, 
200,000, 

50,000, 

50,000, 
150,000, 

50,000, 
175,000, 

25,000, 


000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 


900, 000, 000. 00 


Table  8. — Sales  and  redemptions  of  Government  agency  securities  in  market  (net), 
fiscal  years  1965,  1966,  and  1967 

[In  thousand  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 
States  Government,"  see  "Bases  of  Tables"] 


Issuing  agency 

1965 

1966 

1967 

Public  enterprise  funds: 

Guaranteed  by  the  United  States: 

Federal  Farm  Mortgage  Corporation  In  liquidation 

Federal  Housing  Administration: 
Issues  (net)  to  Government  agencies  ... 

12 

19,967 

202, 718 

8 

4 
-45, 000 

-98, 592 

-189, 140 
-147,305 
-558,915 

-555,815 

8 

'  45,  554 

'  83, 176 

2 

(*) 
-CO,  000 

-1,471,885 

-157,435 
-390, 580 
-573,485 

-1,552,670 

4 
15  906 

Issues  (net)  to  the  public 

—66, 573 

Homes  Owners'  Loan  Corporation 

14 

Not  guaranteed  by  the  United  States: 
Home  Owners'  Loan  Corporation 

(*) 

Tennessee  VaUey  Authority 

—  132,200 

Trust  enterprise  funds: 

Not  guaranteed  by  the  United  States: 
Federal    National    Mortgage    Association    (secondary 
market  operations) 

-809, 724 

Government-sponsored  enterprises  (net) : 
Not  guaranteed  by  the  United  States: 
Farm  Credit  Administration: 
Banks  for  cooperatives  . 

-198, 095 
-445,365 

Federal  Intermediate  credit  banks 

Federal  land  banks 

-506, 043 
1,721  905 

Federal  Home  Loan  Bank  Board: 
Home  loan  banks 

Net  redemptions,  or  sales  (— ).. - 

-1,372,060 

-4,077,315 

-420, 171 

■  Revised. 
•Less  than  $500. 


TABLES 


469 


Table  9. — Interfund  transactions  excluded  from  both  net  budget  receipts  and  ex- 
penditures, fiscal  years  1964-67 

[In  thousands  of  dollars] 


Interest  and  other  payments 


Fiscal  year 


1964 


1965 


1966 


1967 


Interest  paid  Treasury  by  revolving  funds:' 
Funds  appropriated  to  the  President: 

Expansion  of  defense  production  2 

Economic  opportunity  loan  fund 

Economic  development  revolving  fund 

Department  of  Agriculture: 

Commodity  Credit  Corporation. 

Farmers  Home  Administration: 

Agricultural  credit  insurance  fund 

Direct  loan  account 

Rural  housing  loans 

Department  of  Commerce: 

Federal  ship  mortgage  insurance  fund 

Federal   ship   mortgage   insurance   fund,   fishing 

vessels 

Department  of  Defense— CivU,  Panama  Canal  Com- 
pany fund 

Department  of  Housing  and  Urban  Development: 
Renewal  and  housing  assistance: 

College  housing  loans 

Public  facility  loans 

Urban  renewal  programs 

Federal  National  Mortgage  Association 

Federal  Housing  Administration,  general  insurance 

fund 

PubUc  Housing  programs 

Department  of  the  Interior: 
Colorado  River  Dam  fund,  Boulder  Canyon  project. 

Upper  Colorado  River  storage  project 

Virgin  Islands  Corporation 

Department  of  Transportation: 

St.  Lawrence  Seaway  Development  Corporation,.. 
Treasury  Department,  Civil  defense  program  fund... 
Veterans'  Administration: 

Direct  loans  to  veterans  and  reserves 

Veterans'  reopened  insurance  fund 

Export-Import  Bank  of  Washington ' 

Small  Business  Administration 

Teimessee  Valley  Authority 

U.S.  Information  Agency,  information  media  guaran- 
ties fund 


154, 294 


124, 948 
124 


14,460 
1,300 


199, 169 

2,296 
12, 019 


458, 861 

2,763 
13,805 


263 


353 


10, 894 


41,394 
3,540 
5,344 

99, 410 


11,336 


4,903 

5,895 

86, 872 


302, 043 

6,518 
17, 423 
22, 360 

199 

(*) 

12, 179 


56,518 
6,217 
7,544 

67, 431 

193 


2,099 
2,946 


403 

2,952 
8 

48,795 


187 

2,857 
752 
406 

4,000 
4 

36, 324 


2,755 

5,766 

48 

4,700 


34, 381 

26, 521 
695 

622 


15, 139 

30,740 

2,396 

656 


33, 978 

65 

13, 775 

38,925 

2,761 


Total  interest  payments  . 


648,044 


852,289 


Other  pajrments: 
Department  of  Defense,  civil: 
R  etmbursements : 
Panama  Canal  Company: 

Net  cost  of  Canal  Zone  Government  * 

Part  of  treaty  payment  to  Panama  for  use  of 

Canal  Zone 

Fees  and  other  charges 


14, 678 


430 
469 


16,  725 


430 
421 


16, 507 


430 
418 


Total  other  payments 

Total  Interfund  transactions. 


15, 577 


17, 576 


17, 355 


663, 622 


869, 865 


634, 513 


31,144 
2,306 

27 

332,912 

7,392 
16, 108 
21,266 

269 

20 

11,445 


66, 321 

7,259 

12, 712 

62,544 

1,045 


2,644 
6,899 
1,246 

5,100 


17, 505 


6,550 
48,446 
3,626 


664, 790 


15, 774 

430 
729 


16,934 


681, 723 


♦Less  than  $500. 

'  On  loans  and  other  interest-bearing  U.S.  investments. 

8  By  various  agencies  for  programs  under  the  Defense  Production  Act. 

'  Excludes  transactions  under  Defense  Production  Act. 

*  Less  tolls  paid  for  U.S.  Government  vessels. 

Note.— For  figures  from  1932-61,  see  annual  report  for  1961,  pp.  450-456;  for  1962-63  figures,  see  1965  annual 
report,  p.  619. 
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Table    10. — Interfund  transactions  excluded  from    both    net    triist    receipts   and 
trust  expenditures,  fiscal  years  1964-67 

[In  thousands  of  dollars] 


Trust  fund 


1964 


1965 


1966 


1967 


Federal  old-age  and  survivors  insurance  trust  fund  ' 

Federal  disability  insurtince  trust  fund  '2 

Federal  hospital  insurance  trust  fund' 

Federal  supplementary  medical  insurance  trust  fund  ^. 

Railroad  retirement  account  is 

Unemployment  trust  fund  ^  * 

Federal  employees'  retirement  funds  « 

District  of  Columbia  • 

Alien  property  activities  ' 


402,  636 
21,647 


435, 638 
26,  727 


443, 820 
30, 632 


35, 187 

46, 962 

385 

14.563 


68, 230 

90,102 

796 

17,445 

9,500 


40, 895 

92,  407 

934 

17,668 

142, 500 


508,085 
30,634 
16,389 

528, 891 
29,250 
99, 525 
1,060 
28, 106 


Total. 


521,379 


638, 438 


>  769, 844 


1,241,945 


•  Payments  are  made  between  the  railroad  retirement  account  and  the  Federal  old-age  and  survivors, 
Federal  disability,  and  Federal  hospital  insurance  trust  funds  so  as  to  place  those  funds  in  the  position  in 
which  they  would  have  been  if  railroad  employment  after  1936  had  been  included  under  social  security 
coverage. 

2  Includes  interest  on  amounts  reimbursed  to  the  Federal  old-age  and  survivors  insurance  trust  fund  for 
administrative  expenses. 

3  Includes  temporary  advances  to  the  railroad  unemployment  insurance  account  in  the  unemployment 
trust  fund  when  the  balance  in  the  account  is  insufficient  to  meet  payments  of  benefits  and  refunds  due  or 
to  become  due. 

•  Repayment  of  advances  with  interest  to  the  railroad  retirement  account. 

'  Transfers  from  the  civil  service  retirement  and  disability  fund  to  the  foreign  service  retirement  and 
disability  fund. 

•  Contributions  and  transfers  of  deductions  from  employees'  salaries  to  the  civil  service  retirement  and 
disability  fund;  advances  to  National  Park  Service  beginning  in  fiscal  1965;  and  advances  to  National 
Capital  Planning  Commission  and  Smithsonian  Institution  beginning  in  fiscal  1967 

'  Payment  to  ^'oreign  Claims  Settlement  Commission. 

8  Includes  a  $02,785,000  trust  interfund  transaction  omitted  from  June  30, 1906,  final  "Monthly  Statement 
of  Receipts  and  Expenditures  of  the  United  States  Government." 
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Table    11. — Public    enterprise    (revolving)    funds,    receipts    and   expenditures  for 
fiscal  year  1967  and  net  for  1966  and  1967 

[In  thousands  of  dollars.  On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 
States  Qovemment,"  see  "Bases  of  Tables"] 


Classification 


Fiscal  year  1967 

Fiscal  year 
1966 

Receipts 

Expendi- 
tures 

Net  receipts 
(— ),  or  ex- 
penditures 

Net  receipts 
(— ),  or  ex- 
penditures 

138, 972 

8,870 

191, 442 

94,022 
68,647 
10,330 

33,968 
34,238 
161,068 

503, 986 

730, 341 

173 

-105, 004 

25,367 

-30, 374 

409, 964 
661,  693 
-10, 157 

-151,995 

29, 565 

-89, 948 

290, 896 
676, 902 
-9, 825 

512, 283 

1, 463, 773 

951,490 

745,596 

4, 738, 872 
229,823 
31,580 

833, 756 
378, 964 
91. 148 
493, 298 
183, 936 

6, 383, 705 
502, 833 
25, 241 

382,  738 
410,076 

99,  745 
466,  771 

39, 800 

1, 644, 833 
273, 010 
-6, 339 

-451,017 

31,112 

8,596 

-26, 528 

-144,136 

1,535,920 

-17, 083 

10, 496 

-31,352 

31,408 

18, 684 

87, 534 

3,035 

6,981,378 

8, 310, 909 

1,329,532 

1, 638, 643 

8,864 
216, 793 

175 
213, 616 

-8,689 
-3, 176 

-7,949 
4,751 

225, 657 

213, 792 

-11,865 

-3, 198 

13,136 

12,  087 

4, 421 

2 

1 

144, 104 

12, 937 

14, 803 

1,144 

1 

(*) 

131,335 

-199 

2,716 

-3, 277 

-1 

-1 

-12, 769 

-1,668 
-594 
2,377 

-4, 310 

173, 751 

160, 220 

-13,530 

-4, 195 

3,070 

87,895 
8,954 

5,461 

3,001 

-69 

-87,895 
-8,730 

-7 

-235 

225 
5,453 

13 
-43 

105,380 

8,679 

-96,701 

-265 

712, 057 

479, 122 

162,089 

6,279 

221 

476,446 

924, 525 

429, 790 

79,302 

6,899 

-235, 611 

445,404 

267,701 

73, 023 

6,678 

312, 359 
356,720 
236,746 
49,902 
1,830 

Funds  appropriated  to  the  President: 

Expansion  of  defense  production 

Office  of  Economic  Opportunity 

Military  assistance— foreign  military  sales  fund 

Economic  assistance: 

Alliance  for  Progress,  development  loans 

Development  loan  funds 

Foreign  investment  guarantee  fund 

Total  funds  appropriated  to  the  President 

Agriculture  Department: 
Commodity  Credit  Corporation: 

Price  support  and  related  programs  ' 

Special  activities  2 _ 

Federal  Crop  Insurance  Corporation  fund 

Farmers  Home  Administration: 

Direct  loan  account _ 

Rural  housing  insurance  fund , . 

Emergency  credit  revolving  fund 

Agricultural  credit  insurance  fund 

Rural  housing  direct  loan  account 

Total  Agriculture  Department 

Commerce  Department: 

Economic  Development  Assistance 

Maritime  Administration 

Total  Commerce  Department- 

Defense  Department: 
Military: 

Department  of  the  Army 

Department  of  the  Navy... 

Department  of  the  Air  Force 

Defense  agencies.. 

Civil  defense  procurement  fund 

CivU— Panama  Canal  Company.. 

Total  Defense  Department 

Health,  Education,  and  Welfare  Department: 

Food  and  Drug  Administration. 

Office  of  Education: 

Higher  education  facilities  loans  fund 

Public  Health  Service 

Social  Security  Administration: 

Operating  fund.  Bureau  of  Federal  Credit  Unions 

Total  Health,  Education,  and  Welfare  Depart- 
ment  

Housing  and  Urban  Development  Department: 
Renewal  and  housing  assistance: 

College  housing  loans 

Urban  renewal  programs. 

Low-rent  public  housing 

Housing  for  the  elderly 

Other 

Footnotes  at  end  of  table. 
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Table    11. — Public   enterprise    (revolving)   funds,    receipts   and   expenditures  for 
fiscal  year  1967  and  net  for  1966  and  1967 — Continued 

[In  thousands  of  dollars] 


Fiscal  year  1967 

Fiscal  year 
1966 

Classiflcation 

Receipts 

Expendi- 
tures 

Net  receipts 
(— ),  or  ex- 
penditures 

Net  receipts 
(— ),  or  ex- 
penditures 

Housing  and  Urban  Development  Department— Con. 
Metropolitan  development: 

420 
100,867 

1,936,590 

13,000 

640, 626 

464,487 

356,403 

995, 801 
2,795 

43, 136 
86,989 

1,936,590 

13,000 

650, 866 

319,673 

287, 696 

1,042,125 
590 

42,715 
-13,878 

18,660 

Other                                

34, 083 

Mortgage  credit: 
Federal  National  Mortgage  Association: 
Loans  to  secondary  marliet  operations  fund 

91,820 

10, 240 
-144,814 
-68,707 

46,325 
-2,205 

-114,120 

-313,525 

-129,119 

Federal  Housing  Administration: 

191, 189 

Other    

-3,964 

Total  Housing  and  Urban  Development  De- 

5, 870, 757 

6,297,628 

426,870 

732,583 

Interior  Department: 
Pubhc  Land  Management: 

2,015 

28,346 

2,560 

3,749 
30, 204 

2,805 

51, 539 

3,400 

1,322 

73, 842 

-554 

789 

23, 193 

840 

-2, 426 

43,638 

-554 

-399 

Mineral  Resources: 

19, 282 

Fish  and  Wildlife  and  Parks: 

343 

Water  and  Power  Development: 
Bureau  of  Reclamation: 
Continuing  fund  for  emergency  expenses,  Fort 

-4,416 

60,615 

1,055 

66,874 

132,354 

65,480 

76,479 

Labor  Department: 
Manpower  Administration: 
Advances  to  employment  security  administration 

282, 287 
3 

278, 742 
45 

-3, 546 
42 

-2,217 

-54 

282,290 

278,787 

-3, 503 

-2,271 

5,326,428 

6,467,613 

1,141,186 

888, 196 

Transportation  Department: 
Federal  Aviation  Administration  . 

11 

20, 629 
7,099 

9 

22,968 
7,194 

-2 

2,339 
95 

6 

Federal  Railroad  Administration: 

10, 485 

Saint  Lawrence  Seaway  Development  Corporation... 

1,216 

27,739 

30,171 

2,432 

11,707 

Treasury  Department: 
Office  of  the  Secretary                         

1 

58 
754 

1 
57 
24 

-32 

1 
729 

136 

3 

Total  Treasury  Department  .       

730 

813 

82 

106 

General  Services  Administration: 

191 

-191 

-183 

191 

-191 

-183 

Veterans'  AdministratioTi: 

Direct  loan  revolving  fund        ..  

337,783 
289,356 
299,091 

302,841 
415, 124 
238,257 

-34,942 
125,768 
-60,834 

-6.58,953 

Loan  guaranty  revolving  fund 

15,723 

Other 

-46,666 

Total  Veterans'  Administration 

926,230 

956,222 

29,992 

-689,896 

Footnotes  at  end  of  table. 
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Table    11. — Public   enterprise    (revolving)   funds,    receipts    and   expenditures  for 
fiscal  year  1967  and  net  for  1966  and  1967 — Continued 

[In  thousands  of  doUarsl 


Fiscal  year  1967 

Fiscal  year 
1966 

Classification 

Receipts 

Expendi- 
tures 

Net  receipts 
(— ),  or  ex- 
penditures 

Net  receipts 
(— ),  or  ex- 
penditures 

Other  independent  agencies: 

F.xpnrt-Tmpnrt.  'Ranlr  of  Washington 

2,144,400 
3,194 

1,801,789 
3,106 

-342,612 
-89 

-385, 023 

Farm  Cred"it  Administration: 

Revolving  fund  for  administrative  expenses 

Short-term  credit  investment  fund 

531 

2,290 

Banks  for  cooperatives  investment  fund  . 

13,087 

268,826 

17, 191 

818,266 

366,467 

2,514 

-13,087 

-157,317 

-157 

-249, 117 

102, 065 

300 

—10, 051 

Federal  Home  Loan  Bank  Board: 
Federal  Savings  and  Loan  Insurance  Corporation 
fund - -.- 

111,509 

17,035 

569, 149 

468,532 

2,814 

-255,423 

Other - 

—35 

Small  Business  Administration       .  .              ..  -  .. 

—146, 073 

Tennessee  Valley  Authority 

53, 905 

United  S  tates  Information  Agency. 

-71 

Total  other  independent  agencies 

3,633,946 

2,973,933 

-660,013 

-739, 949 

24,133,633 

27,294,894 

3,161,261 

2, 653, 353 

♦  Less  than  $500. 

'  Represents  residual  of  gross  receipts  and  expenditures  after  reduction  for  certain  costs  which  are  included 
in  amounts  shown  for  special  activities. 

2  Includes  certain  costs  transferred  from  price  support  operations  for  which  expenditures  may  have  been 
made  in  prior  years,  in  addition  to  adjustments  representing  recoveries  received  from  other  programs. 

Note.— This  table  supplies  receipt  and  expenditure  data  for  public  enterprise  funds  included  in  table  4 
on  a  net  basis. 
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Table  12. — Trust  enterprise  (revolving)  funds,  receipts  and  expenditures  for  fiscal 
year  1D67  and  net  for  1966  and  1967 

[In  thousands  of  dollars.  On  biisis  of  "Monthly  Statemeut  of  Receipts  and  Expenditures  of  the  United  States 
Uovenunent,"  see  "Bases  of  Tables"] 


Fiscal  year  1967 

Fiscal  year 
1966 

Classification 

Receipts 

Expendi- 
tures 

Net  receipts 

(-).or 
expenditures 

Net  receipts 

(-).  or 
expenditures 

Agriculture  Department: 

Fflrmfirs  Home  AdTninistratirin 

5,974 
144 

1,  949,  590 
480, 944 
119,422 

1,206 
2,792 

838 

691, 892 

209, 432 

21, 359 

17, 277 

407 

6,183 
141 

1, 949,  590 

1, 288,  069 

3,613 

3,696 
2,753 

609 

673, 354 

140, 137 

20,841 

17,239 

288 

209 
-3 

2,859 
—5 

Defense  Department— Civil: 
U.S.  Soldiers'  Home 

Housing   and    Urban   Development   Depart- 
ment: 
Federal  National  Mortgage  Association: 
Loans  for  secondary  market  operations  and 
purchase  of  preferred  stock 

-91,820 

Other  secondary  market  operations. 

Participation  sales  trust  fund 

807, 125 
1  -116, 909 

2,490 
-39 

-229 

-18, 538 
-69,  295 

-518 
-39 

-119 

1,569,888 

Justice  Department: 
Alien  property  activities 

152, 813 
-63 

-181 

Federal  Prison  System  commissary  funds 

General  Services  Administration: 
Records  activities:  National  Archives  trust 
fund 

Other  independent  agencies: 
Civil  Service  Commission: 
Employees  health  benefits  fund 

1,328 

Employees'  life  insurance  fund 

-17,  338 

Retired  employees  health  benefits  fund 

National  Capital  Housing  Authority 

253 
720 

Federal  Communications  Commission 

-27 

Total  trust  enterprise  funds 

3, 401, 277 

4,  006,  413 

606, 136 

1, 618, 428 

'  The  proceeds  from  the  sale  of  participation  certificates  amounting  to  $2,894,150,026  were  credited  to  this 
fund  and  paid  over  to  Special  Assistance  Functions  fund.  Management  and  Liquidating  Functions  fund, 
College  housing  loans,  and  Public  facilities  loans,  HUD;  Office  of  Education,  HEW;  Fanners  Home  Ad- 
ministration, Agriculture  Department;  Veterans'  Administration,  and  Small  Business  Administration. 

Note. — This  table  supplies  receipt  and  expenditure  data  for  trust  enterprise  funds  included  in  table  5  on 
a  net  basis. 
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Table  20. — Internal  revenue  collections  and  refunds  by  States,  fiscal  year  1967 
[In  thousands  of  dollars.  On  basis  of  Internal  Revenue  Service  reports] 


States,  etc. 
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ment  taxes 
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115,  586 

359, 228 

63,906 

6,813 

2,314,164 

847,070 

282, 709 

170,066 

31,535 

3,662 

590, 137 

130, 469 

59, 303 

190, 596 

30, 975 

12, 079 

260, 685 

.53,835 

2,071 

3,314,771 

1, 296, 092 

369, 247 

240, 750 

27,363 

7,682 

15,314,139 

9,465,194 

1, 297, 719 

1,329,803 

671,010 

1,192,294 

134, 998 

11,436 

4,551 

5,736,224 

2, 300, 205 

802,761 

770,693 

277, 520 

288,621 

746, 177 

153, 877 

25, 340 

6,133,338 

1,885,337 

833, 231 

472, 293 

166, 743 

17, 163 

531, 211 

145, 573 

18,237 

138, 149 

18,668 

6,684 

1,013,714 

268, 998 

38,392 

3,616,869 

1, 133, 126 

756, 525 

263,828 

52, 189 

15,686 

124, 279 

22, 259 

5,764 

1,325,953 

330,335 

460, 657 

1,433,696 

236, 047 

111,987 

378, 535 

70, 189 

14, 454 

1, 738, 042 

704,452 

200, 597 

83, 780 

8,282 

5,288 

407,  111 

56,647 

63,725 

Estate  and   Total  col-     Refunds 
gift  taxes      lections       of  taxes 


Alabama 

Alaska 

Arizona 

Aricansas 

California 

Colorado 

Connecticut _.. 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas. 

Kentucky 

Louisiana 

Maine 

Maryland  ' 

Massachusetts 

Michigan 

Minnesota. 

Mississippi _ 

Missouri 

Montana 

Nebraska 

Nevada. 

New  Hampshire 

New  Jersey. 

New  Mexico 

New  York 

North  Carolina.. 

Nortli  Dakota 

Ohio. 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota. 

Tennessee 

Texas.. 

Utah. 

Vermont 

Virginia 

Washington 

West  Virginia. 

Wisconsin 

Wyoming 

International  2 

Undistributed: 

Depositary  receipts ' 

Transferred  to  Government 
of  Guam 

Withheld  taxes  of  Federal 
employees  * 

Unclassffled 

Gasoline,  lubricating  oil,  and 
excess  FICA  credits  ' 


22, 964 

977,  070 

369 

91, 658 

15, 968 

496, 483 

10,218 

454, 080 

374,117 

13,  098, 149 

28. 508 

1,632,682 

100, 835 

2,727,263 

35,  708 

1, 112,  588 

102,  017 

2. 448, 646 

35,  039 

2,  025. 181 

6,616 

342. 842 

6, 225 

284, 457 

197, 196 

11,511.515 

47, 321 

3, 309,  770 

25,044 

1,118,597 

28, 321 

920, 753 

21, 608 

2, 154, 798 

24,417 

1,304,503 

12,889 

348, 679 

123,  654 

3,  508,  786 

107,924 

4,  068, 239 

93,  023 

10.264,027 

43, 139 

2, 419, 772 

10, 889 

440,836 

70,739 

3,514,682 

5,031 

210, 293 

17, 073 

796,982 

5,312 

238,962 

10, 730 

327,321 

118,342 

5, 098, 452 

7,317 

283, 112 

511,200 

26, 588, 253 

33, 574 

3, 226, 682 

3, 129 

154, 113 

140, 343 

8,979,532 

35,084 

1,371,919 

15, 036 

940, 430 

190,  527 

9, 042, 433 

18,113 

674,312 

13,978 

708, 998 

3,997 

167, 498 

27,644 

1,348,748 

144,816 

5,651,336 

5, 613 

337, 316 

8,184 

160,486 

40,366 

2,1,57,311 

38, 034 

1, 819, 764 

15,359 

478,538 

36,981 

2, 680, 072 

3,309 

100, 658 

20,566 

548,049 

2,243,380 
-7, 144 
167, 172 


825,053    3,068,433 

-7,144 

167,172 


408, 699 


70, 029 


478, 728 


102, 428 

16,  596 

68,543 

46.542 

1, 345, 427 

95, 510 

142.  014 

23.410 

220, 486 

152, 251 

38, 876 

27, 808 

578,710 

213, 995 

92,  086 

83.631 

92,304 

108, 385 

36,217 

253,158 

260. 414 

445. 294 

168.717 

46, 188 

199, 409 

24,978 

51, 782 

32, 175 

29, 669 

348, 232 

35,836 

955, 272 

131,317 

16,378 

499, 629 

88, 277 

88, 718 

545, 832 

41, 200 

64,443 

18,378 

109, 002 

385, 394 

47, 092 

13,113 

172, 960 

187, 222 

56, 927 

165, 853 

12, 610 

49, 922 


1,158 
478, 728 


Total «96,328,836    34,917,825    '14,113,748     3,014,406  148,374,815     89,510,495 


Footnotes  on  next  page. 


TABLES  497 

(Footnotes  to  table  20) 

1  Includes  the  District  of  Columbia. 

2  Collections  from  and  refunds  to  U.S.  taxpayers  in  Puerto  Rico,  Canal  Zone,  etc.,  and  in  foreign  countries. 

3  Consists  of  all  those  issued  during  the  fiscal  year  minus  those  received  with  tax  returns  which  are  included 
in  the  State  totals. 

*  Net  transactions  in  the  clearing  account  on  the  central  books  of  the  Treasury  for  withheld  Income  taxes 
from  salaries  of  Federal  employees. 

°  Represents  credits  allowable  on  income  tax  returns  for  certain  gasoline  and  lubricating  oil  tax  payments 
and  for  excess  social  secm-ity  payments  under  the  Federal  Insurance  Contributions  Act  (FICA). 

« Includes  .$26.7  billion  transferred  to  the  Federal  old-age  and  survivors  insurance  trust  fund,  the  Federal 
disability  insurance  trust  fund,  the  railroad  retirement  accounts,  the  Federal  hospital  insurance  trust 
fund,  and  the  unemplojanent  trust  fund  for  benefit  payments  within  the  States. 

'  Includes  $4.4  billion  gasoline  and  certain  other  highway  user  levies  transferred  to  the  highway  trust 
fund  for  highway  construction  in  the  States,  in  accordance  with  the  Highway  Revenue  Act  of  1956,  as  amend- 
ed (23  U.S.C.  120  note).  Also  includes  internal  revenue  collections  made  by  Customs. 

8  Inclusive  of  the  reimbursement  of  $500  million  to  the  general  fund  from  the  Federal  old-age  and  survivors 
insurance  trust  fund,  the  Federal  disability  insurance  trust  fund,  the  highway  trust  fund,  and  the  Federal 
Unemployment  Tax  Act  (42  U.S.C.  1101(b)(3))  which  is  the  estimated  aggregate  of  refunds  due  on  taxes 
collected  and  transferred. 

Note. — Receipts  in  the  various  States  do  not  indicate  the  Federal  tax  burden  of  each,  since  in  many 
instances,  taxes  are  collected  in  1  State  from  residents  of  another  State.  For  example,  withholding  taxes 
reported  by  employers  located  near  State  lines  may  include  substantial  amounts  withheld  from  salaries 
of  employees  who  reside  in  neighboring  States.  Likewise  payments  of  refunds  within  a  State  may  not  be 
applicable  to  the  collections  within  that  State,  since  refunds  are  payable  in  the  State  of  residence  or  principal 
place  of  business  of  the  taxpayer  which  may  not  be  the  point  at  which  collections  are  made. 

Collections  in  fuU  detail  by  tax  source  and  region  are  shown  in  the  "Annual  Report  of  the  Commissioner 
of  Internal  Revenue"  and  in  lesser  detail  in  the  "Combined  Statement  of  Receipts,  Expenditures  and 
Balances  of  the  United  States  Government." 


Table  21. — Deposits  of  earnings  by  the  Federal  Reserve  banks,  fiscal  years  1947-67  * 

1947-64  1965  1966  1967  Cumulative 

through  1967 

Boston,-- $439,219,448.36  $67,883,240.59  $85,531,922.44  $92,538,118.71  $685,172,730.10 

New  York 2, 090, 169, 25L  92  354,317,201.70  446,216,515.13  470,049,621.77  3,360,752,590.52 

Philadelphia...        492,222,255.39  74,907,236.98  89,018,448.25  92,896,014.71  749,043,955.33 

Cleveland 700,120,607.50  113,661,624.75  141,152,752.61  143,410,447.95  1,098,345.432.81 

Richmond 515,050,055.51  89,242,724.65  107,862,333.64  126,605,772.96  838,760,886.76 

Atlanta 407,600,777.99  70,172,287.20  90,957,931.36  93,585,593.71  662,316,590.26 

Chicago 1,419,890,136.05  231,749,555.70  282,346,299.20  305,907,652.13  2,239,893,643.08 

St.  Louis 332,956,424.41  48,676,706.80  58.217,948.09  59,058,976.06  498,910,055.36 

Minneapolis.--         176,825.710.26  25,285,916.53  32,963,675.67  32,923,555.48  267,998,857.94 

Kansas  City--        339,438,082.03  51,198,738.46  65,101,489.72  64,884,641.52  520,622,951.73 

Dallas 293,009,886.09  55,148,759.71  71,189,087.52  68,771,727.29  488,119,460.61 

San  Francisco.-        893,973,963.94  189,799,248.84  242,283,545.74  254,745,254.79  1,580,802,013.31 


Total—.    8,100,476,599.45    1,372,043,241.91     1,712,841,949.37    1,805,377,377.08    12,990,739,167.81 

•  Pursuant  to  section  16  of  the  Federal  Reserve  Act,  as  amended  (12  U.S.C.  414).  Through  1959,  consists  of 
approximately  90  percent  of  earnings  of  the  Federal  Reserve  banks  after  payment  of  necessary  expenses  and 
statutory  dividends,  and  after  provisions  for  restoring  the  surplus  of  each  bank  to  100  percent  of  subscribed 
capital  where  it  feU  below  that  amount.  Beginning  in  1960,  pursuant  to  a  decision  by  the  Board  of  Governors 
of  the  Federal  Reserve  System,  consists  of  all  net  earnings  after  dividends  and  after  provisions  for  building 
up  surplus  to  100  percent  of  subscribed  capital  at  those  banks  where  surplus  is  below  that  amount  and  also 
of  the  amounts  by  which  surplus  at  the  other  banks  exceeds  subscribed  capital.  Beginning  in  1965,  the  surplus 
is  maintained  at  the  level  of  the  paid  in  capital  instead  of  subscribed  capital. 
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Table  23. — Summary  of  customs  collections  and  expenditures,  fiscal  years  1966 

and  1967 

[On  basis  of  Bureau  of  Customs  accounts] 

Schedule  l.— COLLECTIONS  BY  CUSTOMS 


1966 

1967 

Percentage 
increase,  or 
decrease  (— ) . 

Collections: 
Duties: 

Consumption  entries 

$1,544,334,804 

207,  750, 200 

16,545,271 

3, 429, 458 

1, 043, 373 

14,615,692 

175,061 

22,801,029 

189,853 

285, 471 

$1,708,078,870 

203, 700, 791 

17,661,884 

3, 565,  579 

1, 261,  705 

15, 023, 103 

136, 410 

21, 610, 732 

360, 980 

499, 737 

10  6 

Warehouse  withdrawals 

—2  0 

6.7 

Passenger  baggage  entries 

4.0 

Crewmember  baggage  entries 

20  9 

Infoiinal  entries  ...    ..        .....    . 

2  8 

Appraisement  entries .. 

—22.1 

Supplemental  duties. 

-19.7 

Withheld  duties 

90  1 

Other  duties                           .         ... 

75  1 

Total  duties 

1.811,170,212 

1,971,799,791 

8.9 

Miscellaneous: ' 

Violations  of  customs  laws. .. 

2,930,048 

29, 739 

603, 784 

6, 200, 681 

319,  544 

95,973 

21, 166 

31, 729 

3, 646, 646 
33,630 
582, 162 
6, 383, 782 
263, 460 
122, 276 
16,340 
41,234 

24.5 

Marine  inspection  and  navigation  services 

13.1 

Testing,  inspecting,  and  grading 

—3.6 

Miscellaneous  taxes 

3.0 

Fees  . 

—17.6 

Unclaimed  funds ....  ..... 

27.4 

-22.8 

All  other  customs  receipts 

30.0 

Total  miscellaneous    .              .... 

10,232,664 

11,089,530 

8.4 

Internal  revenue  taxes 

652,213,948 

701, 121, 144 

7.5 

Total  collections .      ...    ,.         .      

2,473,616,824 

2,684,010,465 

8.5 

Schedule  2.— APPROPRIATIONS  AND  EXPENDITURES 


Appropriations: 

For  salaries  and  expenses.  Bureau  of  Customs 

$84,293,000 
1,591,400 
1,987,000 

$88,278,000 
1,698,000 
2,166,800 

4.7 

Transferred  from  Department  of  Commerce  for  export 

6.7 

Transferred  from  Department  of  Agriculture  for  quar- 
antine purposes. ..    .    . . 

9.0 

Total 

87, 871, 400 

92,142,800 

4.9 

Expenditures,  obligations  incurred  by: 

72, 077, 126 

10,037,288 

1,080,301 

4,656,802 

75,227,847 

10,712,319 

838, 697 

4,867,966 

4.4 

Agency  service  (investigations) 

6.7 

Field  audit                                           .        ... 

-22.4 

Executive  direction. .  ..    . 

4.5 

Total  obligations  incurred 

87, 851,  517 

91,646,829 

4.3 

19,883 

2  495, 971 

2394.4 

Expenditure  (refunds): 

Excessive  duties  and  similar  refunds 

26,908,325 
17,718,940 

28,465,090 
42,626,641 

5.8 

140.6 

Total 

44,627,265 

71,091,731 

69.3 

'  Includes  miscellaneous  customs  collections  of  Puerto  Rico  and  the  Virgin  Islands  and  those  of  other 
Government  agencies. 

2  Includes  $404,000  transfen'cd  to  Coast  Guard  pursuant  to  Treasury  Department  Order  No.5l67-81, 
dated  Jan.  30, 1967. 


TABLES 


501 


Table  24. — Postal  receipts  and  expenditures,  fiscal  years  1926-67 


Year 


Postal  revolving  fund  as  reported  to  the  Treasury  by  the  Post 
Olflce  Department 


Postal  rev- 
enues 


Postal  expenditures ' 


Extraordi- 
nary expend! 
tures  as 
reported 
under  act  of 
June  9, 1930 


Other 


Surplus,  or 
deficit  (— ) 


Surplus  rev- 
enue paid 
into  the 
Treasury  2 


Advances 

from  the 

Treasury  to 

cover  postal 

deficiencies ' 


1926- 
1927. 
1928- 
1929. 
1930. 

1931- 
1932. 
1933- 
1934- 
1935- 

1936- 
1937- 
1938- 
1939. 
1940. 

1941. 
1942- 
1943- 

1944  _ 
1945. 

1946- 
1947. 
1948. 
1949- 
1950- 


1951  -  - 
1952- . 

1953  _ . 

1954  8. 

1955  8. 

1956  8  _ 

1957  8. 

1958  8. 

1959  «. 

1960  «- 

1961  «- 

1962  8. 

1963  8. 

1964  8- 

1965  8- 

1966  8. 

1967  8. 


$659, 819, 801 
683, 121, 989 
693,  633, 921 

696. 947,  578 
705,  484,  098 

656,  463, 383 
588, 171, 923 
587,  631, 364 
586, 733, 166 
630, 795, 302 

665, 343, 356 
726, 201, 110 
728, 634,  051 
745, 955,  075 

766. 948,  627 

812, 827,  736 

859, 817, 491 

966,  227,  289 

1,112,877,174 

1, 314,  240, 132 

1,  224, 572, 173 
1,  299, 141,  041 
1, 410, 971,  284 
1,571,851,202 
1,  677, 486, 967 

1,776,816,354 

1,  947, 316,  280 
2,091,714,112 

2,  263, 389,  229 
2, 336,  667,  658 

2, 419,  211,  749 
2,  547,  589,  618 

2,  583, 459,  773 

3,  061, 110,  753 
3, 334, 343,  038 

3,  482, 961, 182 

3,  609,  260,  097 
3, 869,  713,  783 
4, 393,  516,  717 

4,  662,  663, 155 

5,  038,  666, 873 
5, 326, 427, 981 


$39,  669, 718 

48,  047, 308 
53, 304, 423 
61,  691,  287 
66,  623, 130 
69, 537,  252 

68,  585,  283 
51,  587, 336 
42, 799,  687 
48, 540,  273 
53,331,172 

58, 837, 470 
73, 916, 128 
122, 343, 916 
126,  639,  650 
116, 198,  782 

100,  246,  983 
92, 198,  225 
96,  222, 339 
120, 118,  663 
119,960,324 

104, 895,  553 
107,  209, 837 
103, 445,  741 

(') 

(') 

(') 
(') 
(8) 
(«) 
(«) 

(«) 
(«) 

m 

(?) 

(«) 
(«) 


<  $679,  792, 180 
714, 628, 189 
725, 755,  017 
782, 408,  754 
764,  030, 368 

754,  482,  265 
740, 418,  111 
638, 314, 969 
564, 143, 871 
627,  066,  001 

685, 074, 398 
721,  228, 506 
729,  645, 920 
736, 106,  665 
754, 401,  694 

778, 108,  078 
800,  040, 400 
830, 191, 463 
942, 345, 968 
1,  028, 902, 402 

1,  253, 406,  696 
1, 412,  600, 531 

1,  591, 583,  096 

2,  029,  203,  465 
2, 102, 988, 758 

2,  236,  503,  513 
2,  559,  650,  534 
2,  638,  680,  670 
2,  575, 386,  760 

2,  692, 966,  698 

2, 882,  291,  063 

3,  065, 126,  065 

3,  257,  452,  203 
3, 834, 997,  671 
3, 821, 959, 408 

4, 347, 945,  979 
4, 343, 436, 402 

4,  640, 048, 550 
4,971,215,682 
5, 467,  205,  453 

5, 926, 862,  604 
6, 467, 613, 482 


-$19,972,379 
-31,  506,  201 
-32, 121,  096 
-85, 461, 176 
-98,  215, 987 

-146,066,190 

-205,550,611 

-112,374,892 

-44, 033, 835 

-65,807,951 

-88, 316, 324 
-46, 614,  732 
-43,811,556 
-38,  691, 863 
-40,  784,  239 

-24,117,812 

-14, 139,  037 

13,  691, 909 

43, 891,  556 

169, 138,  948 

-129,081,506 
-205,  657, 715 
-276, 834, 152 
-577,  470,  926 
-545, 462, 114 

-564,582,711 
-719,544,090 
-650,412,299 
-311,997,531 
-356,  299,  040 

-463, 079, 314 
-517,536.447 
-673, 992, 431 
-773, 886,  918 
-487,  616, 370 

-864, 984,  797 
-734,176,305 
-770, 334,  767 
-577,  698, 965 
-804,  542,  298 

-888, 195,  731 
-1, 141, 185, 501 


$1,  000,  000 
188, 102,  579 


12,  000,  000 


4  $39,  506, 490 
27,  263, 191 
32,  080,  202 
94,  699,  744 
91, 714, 451 

145,  643,  613 
202,876,341 
117,380,192 
52,  003,  296 
63, 970,  405 

86,  038, 862 
41, 896,  945 
44,  258, 861 
41,  237,  263 
40, 870, 336 

30,  064,  048 

18, 308, 869 

14,  620, 875 

8  -28, 999, 995 

649, 769 

160,  572, 098 
241, 787, 174 
310,  213,  451 
524,  297,  262 
592,  514,  046 

624, 169, 406 
740,  000,  000 
660, 121,  483 
521,  999,  804 
285,  261, 181 

382, 311,  040 
516,  502, 460 
921,750,883 
605, 184, 335 
569,  229, 167 

824,  989,  797 
773, 739, 374 
817,  693,  516 
698,  626,  276 
764,  090,  520 

941,  698,  236 
1, 174, 402, 507 


'  From  1927  to  date  includes  salary  deductions  paid  to  and  deposited  for  credit  to  the  retirement  fund. 

^  On  basis  of  warrants-issued  adjusted  to' basis  of  daily  Treasury  statements  through  1947. 

'  Advances  to  the  Postmaster  General  to  meet  estimated  deficiencies  in  postal  revenues,  reduced  by  repay- 
ments from  prior  year  advances.  Excludes  allowances  for  ofl'sets  of  extraordinary  expenditures  or  the  cost 
of  free  mailings.  Figures  are  on  basis  of  warrants-issued  adjusted  to  basis  of  daily  Treasury  statements 
through  1953,  and  thereafter  on  basis  of  the  central  accounts  of  the  U.S.  Government  maintained  by  the 
Treasury  Department. 

<  Excludes  $10,472,289  transferred  to  the  civil  service  retirement  and  disability  fund  on  account  of  salary 
deductions. 

s  Repayment  of  unexpended  portion  of  prior  years'  advances. 

8  Transactions  for  1954-67  are  on  the  basis  of  cash  receipts  and  expenditures  as  reported  by  the  Post  Office 
Department.    Reports  of  the  Postmaster  General  are  on  a  modified  accrual  basis. 

'  See  letter  of  the  Postmaster  General  in  exhibits  in  annual  reports  prior  to  1958. 

*  Under  the  act  of  May  27,  1958  (72  Stat.  143),  the  Postmaster  General  is  no  longer  required  to  certify  the 
estimated  amounts  of  postage  that  would  have  been  collected  on  certain  free  or  reduced-rate  mailings. 

Note.— For  figures  from  1789-1925  see  annual  report  for  1946,  p.  419, 
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Table  25. — Increment  resulting  from  reduction  in  weight  of  the  gold  dollar,  as  of 

June  SO,  1967 


Exchange  Stabilization  Fund 

Payments  to  Federal  Reserve  banks  for  Indus 

trial  loans  2.. _ 

Philippine  currency  reserve 

Melting  losses  on  gold 

Retirement  of  national  bank  notes 

Unassigned 

Total 


Allocation  of 
increment ' 


$2, 000, 000, 000. 00 


139, 

23, 

2, 

645, 


557.00 
751.00 
121. 93 
965.45 
244.59 


Charges  against 
increment 


$2, 000, 000, 000.  00 

139, 299, 557. 00 

23,862,751.00 

1,857,771.96 

645, 387, 965. 45 


2,819,533,639.97         2,810,408,045.41 


Unexpended 
balance  of 
increment 


$317, 349. 97 


8, 808, 244. 59 


9, 125, 594. 56 


«  The  authority,  purpose,  and  amount  of  these  allocations  through  1940  are  summarized  in  the  1940  annual 
report,  pp.  128-130. 

2  Pursuant  to  the  act  of  .\ug.  21, 1958  (12  U.S.C.  352a  notes),  the  $111,753,246.03  unexpended  balance  of  this 
allocation  was  covered  into  the  Treasury  as  miscellaneous  receipts;  and  the  $27,546,310.97  which  had  been 
advanced  to  the  Federal  Resei-ve  banks  under  this  allocation  was  repaid  to  a  special  fund  from  which  it  was 
appropriated  to  the  Small  Business  Administration.  The  unused  portion  of  the  appropriation  was  subse- 
quently rescinded  (73  Stat.  209)  and  the  balance,  $23,653,582.01,  covered  into  the  Treasury. 

Table  26. — Seigniorage  on  coin  and  silver  bullion,  January  1,  1935-June  SO,  1967 


Fiscal  year 

Total  seigniorage 

on  coin  (silver 

and  minor)  and 

on  silver  buUion 

revalued 

Potential 

seigniorage  on 

silver  bullion  at 

cost  in  Treasurer's 

account,  end  of 

fiscal  year ' 

.Tan.  1,  193.'v-,Tune.^n,  19fi5,  cnmnlativP- 

$2,295,289,795.54 
44,896,025.48 
68,745,284.41 
116,996,658.41 
87,569,486.89 
36.601,733.83 
2, 650, 098, 984. 56 

'  $16, 693, 959. 11 

1963 

17, 290. 212. 19 

1964 

7, 520,  617. 15 

1965                       . 

6, 560, 393. 72 

1966... 

51,328.32 

1967 

37, 560. 91 

Jan.  1, 1935-June  30, 1967,  cumulative              

1  Not  cumulative,  as  the  buUion  held  by  the  Treasurer  of  the  United   States  changes,  the  potential 
seigniorage  changes  accordingly. 

2  Represents  potential  seigniorage  as  of  June  30,  1962. 

Note.— For  calendar  year  figures  1935-63,  see  the  "  Treasury  Bulletin"  for  July  1904,  p.  79. 
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Public  Debt,  Guaranteed  Debt,  Etc. 

I.— Outstanding 

Table  21  .—Principal  of  the  public  debt,  fiscal  years  1790-1967 

[On  basis  of  Public  Debt  accounts  from  1790  through  1915,  and  on  basis  of  daily  Treasury  statements  from 
1916  to  date,  see  "Bases  of  Tables"  and  Note] 


Date 


December  31 

1790 

1791 

1792 

1793 

1794 

1795 

1796 

1797 

1798 

1799 

1800 

1801 

1802 

1803 

1804 

1805 

1806 

1807 

1808 

1809 

1810 

1811 


Total  gross 
debt 


$75, 463, 

77. 227, 
80, 358, 
78, 427, 
80, 747, 
83,  762, 

82,  064, 

79. 228, 
78, 408, 
82, 976, 

83,  038, 
80,712. 
77,  054, 
86,  427, 
82,312, 
75, 723, 
69, 218, 
65, 196, 
57,  023, 
53, 173, 
48,  005, 
45, 209, 


Date 


December  31— 

1812 

1813 

1814 

1815 

1816 

1817 

1818 

1819 

1820 

1821 

1822 

1823 

1824 ._. 

1825 

1826 

1827 

1828 

1829 

1830 

1831 

1832 


Total  gross 
debt 


$55, 962, 828 
81,487,846 
99, 833, 660 
127, 334, 934 
123,491,965 
103,466,634 
95, 529, 648 
91,  015, 566 
89, 987, 428 
93, 546, 677 
90, 875, 877 
90, 269, 778 
83, 788, 433 
81,  054,  060 
73, 987, 357 
67, 475,  044 
58,421,414 
48,  565, 407 
39, 123, 192 
24, 322,  235 
7,  Oil,  699 


Date 


December  31— 

1833 

1834 

1835 

1836 

1837 

1838 

1839 

1840 

1841 

1842 

June  30— 

1843 

1844 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 


Total  gross 
debt 


$4, 760,  082 

37, 733 

37, 513 

336, 958 

3,308,124 

10,434,221 

3,  573, 344 

5,  250, 876 

13, 594, 481 

20,201,226 

32, 742, 922 
23,461,653 
15, 925, 303 
15,550,203 
38, 826,  535 
47,  044,  862 
63,061,859 
63,  452, 774 
68, 304, 796 
66, 199, 342 


June  30 


Interest-bearing  i 


Matured  debt 
on  which  inter- 
est has  ceased 


Debt  bearing 
no  interest 


Gross  debt 

Total  gross  debt 

per  capita' 

$59,804,661 

$2.32 

42,243,765 

1.69 

35, 588, 499 

1.30 

31, 974, 081 

1.10 

28,701,375 

.93 

44, 913,  424 

1.59 

58, 498, 381 

1.91 

64,843,831 

2.06 

90, 582, 417 

2.80 

524,177,955 

15.79 

1,119,773,681 

32.91 

1,815,830,814 

52.08 

2, 677, 929,  012 

75.01 

2, 755, 763, 929 

75.42 

2,650,168,223 

70.91 

2, 583, 446, 456 

67.61 

2,545,110,590 

65.17 

2,436,453,269 

61.06 

2, 322,  052, 141 

56.72 

2, 209, 990, 838 

52.65 

2,151,210,345 

50.02 

2,159,932,730 

49.05 

2,156,276,649 

47.84 

2, 130, 845, 778 

46.22 

2, 107, 759, 903 

44.71 

2,159,418,315 

44.82 

2, 298, 912, 643 

46.72 

2.090,908,872 

41.60 

2, 019,  285, 728 

39.18 

1,856,915,644 

35.16 

1,721,958,918 

31.83 

1,625,307,444 

29.35 

1,  578,  551, 169 

27.86 

1,555,659,550 

26.85 

1,465,485,294 

24.75 

1,384,631,656 

22.89 

1,249,470,511 

20.23 

1,122.396,584 

17.80 

1,005,806,561 

15.63 

968,218,841 

14.74 

961,431,766 

14.36 

1, 016, 897.  Si- 

14.89 

1853. 
1854. 
1855. 
1856. 
1857. 
1858. 
1859. 
1860. 
1861. 
1862. 
1863. 
1864. 
1865. 
1866. 
1867. 
1868_ 
1869. 
1870. 
1871. 
1872. 
1873. 
1874. 
1875. 
1876. 
1877. 
1878. 
1879. 
1880. 
1881. 
1882. 
1883. 
1884. 
1885- 
1886. 
1887  _ 


1890. 
1891_ 
1892. 
1893. 
1894. 


$59, 642, 412 
42, 044,  517 
35, 418,  001 
31, 805, 180 
28, 503,  377 
44,743.256 
58, 333, 156 
64, 683, 256 
90,423,292 
365, 356, 045 
707.834,255 
,360,026,914 
,217,709.407 
322. 116,  330 
238,954,794 
191,326,130 
151, 495, 065 
035,881.095 
,  920, 696, 750 
800, 794, 100 
,  696, 483, 950 
,  724, 930, 750 
,  708. 676, 300 
, 696. 685, 450 
,  697, 888,  500 
,  780, 735, 650 
,  887, 716, 110 
,  709, 993, 100 
,  625, 567, 750 
,  449, 810, 400 
,  324, 229, 150 
,212.563,8.50 
182, 150, 950 
.  132,  014, 100 
, 007, 692, 350 
936, 522, 500 
815, 853. 990 
711,313,110 
610, 529, 120 
585, 029, 330 
585, 037, 100 
635, 041, 890 


$162 

199 

170 

168: 

197 

170, 

165, 

160, 

159, 

230, 

171 

366 

2, 129 

4, 435; 

1, 739, 

1.246 

5, 112, 

3, 569, 

1,"  " 

7,926, 

51,929, 

3.216, 

11,425 

3.902 

16. 648, 

5. 594 

37, 015 

7,621 

6,723 

16, 260 

7,831 

19, 655 

4, 100 

9. 704, 

6.114 

2, 495, 

1,911 

1,815 

1,614 

2, 785, 

2,094, 

1,851 


$158,591,390 
411,767.456 
455,437,271 
458, 090, 180 
429,211,734 
409, 474, 321 
390, 873, 992 
388, 503, 491 
397,002,510 
399, 406, 489 
401, 270. 191 
402. 796, 935 
431, 785, 640 
436,174,779 
430,258,158 
393,222,793 
373, 088, 595 
374, 181. 153 
373, 294, 567 
386, 994, 363 
390, 844, 689 
389, 898, 603 
393, 087, 639 
392, 299, 474 
413, 941, 255 
451, 078, 029 
445,613.311 
431. 705. 286 
409,267,919 
393, 662, 736 
380, 403, 636 
374, 300, 606 
380. 004, 687 


Footnotes  at  end  of  table. 
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Table  27. — Principal  of  the  public  debt,  fiscal  years  1790-1967 — Continued 


June  30 


Interest-bearing ' 


Matured  debt 
on  which  inter- 
est has  ceased 


Debt  bearing 
no  interest 


Total  gross  debt' 


Gross  debt 
per  capita  2 


1895. 
1896 
1897. 
1898 
1899. 
1900 
1901 
1902 
1903 
1904 
1905. 
190G 
1907. 
1908 
1909 
1910 
1911 
1912. 
1913 
1914 
1915. 
1916. 
1917 
1918 
1919 
1920 
1921. 
1922. 
1923. 
1924 
1925. 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935. 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945. 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 


$716 
847, 
847 
847 
1,046 
1, 023, 
987, 
931 
914, 
895, 
895, 
895 
894, 
897, 
913 
913 
915 
963 
965, 
967, 
969, 
971 
712, 
197 
236: 
062: 
738 
710 
007 
981 
210 
383, 
252, 
317, 
638, 
921 
519 
I6I: 
157, 
480: 
645, 


2 
12, 

25: 

24; 

23 

22 

22 

20, 

20 

19, 

18, 

17 

16, 

15, 

16, 

19 

22 

26, 

27, 

32 

35, 

36, 

39, 

42, 

48: 

71 

135, 

199, 

256, 

268, 

255, 

250 

250, 

255 

252 

256 

263 

268, 

271 

269 

268, 

274 

281 

283, 

285, 

294 

301 

307, 

313 

315, 

322, 


$1,721 

1, 636, 

1, 346, 

1, 262 

1,218 

l,17t 

1,415 

1,280 

1, 205 

1, 970 

1, 370 

1, 128, 

1,  086 

4, 130, 

2, 883, 

2,124 

1, 879, 

1,760 

1, 659 

1, 552 

1, 507 

1,473, 

14,232 

20,242 

11,176, 

6, 745, 

10, 088 

25,250, 

98, 738, 

30,278 

30, 258, 

13, 359 

14,718 

45, 335 

50, 749, 

31,716 

51,819 

60, 079: 

65,911 

54, 266: 

230, 662: 

169, 363 

118, 529, 

141, 362, 

142,283, 

204, 591, 

204, 999 

98, 299 

140,  500, 

200,851 

268, 667, 

376, 406 

230,913 

279,751 

244, 757, 

264, 770, 

512, 046 

418, 692 

298, 420; 

437, 184 

588, 601 

666, 051 

529, 241 

597, 324 

476, 455, 

444, 608, 

349, 355 

437, 627 

310, 415, 

295,293, 

292, 269, 

307, 673 

284,262 


$378, 

373, 

378, 

384, 

389, 

238, 

233, 

245, 

243, 

239, 

235, 

246, 

251, 

276, 

232, 

231, 

236, 

228, 

225, 

218, 

219, 

252, 

248, 

237, 

236, 

230, 

227, 

227, 

243, 

239, 

275, 

246, 

244, 

241, 

241, 

231, 

229, 

265, 

315, 

518, 

824, 

620, 

505, 

447, 

411, 

386, 

369, 

355, 

1, 175, 

1,259, 

2, 056, 

934, 

2,942, 

1,949, 

1,763, 

1,883, 

1, 858, 

1,823, 

1, 826, 

1,912, 

2, 044, 

2,201, 

1,512, 

1,048, 

2, 396, 

2,644, 

2,949, 

3,321, 

3, 595, 

4,061, 

3, 868, 

4, 168, 

3,650, 


$1, 096 

913, 

1,222 

729, 

1,226 

793, 

1,232 

743, 

1,436 

700, 

1,263 

416, 

1,221 

572, 

1,178 

031, 

1,159 

405, 

1,136 

259, 

1,132 

357, 

1,142 

522, 

1,147 

178, 

1,177 

690, 

1,148 

315, 

1,146 

939, 

1,153 

984, 

1,193 

s;i8. 

1,193 

047, 

1,188 

235, 

1,191 

264, 

1,225 

145, 

2,975 

618, 

12,455 

225, 

25, 484 

506, 

24,299 

321, 

23,977 

450, 

22,963 

381, 

22,349 

707, 

21,250 

812, 

20,516 

193, 

19, 643 

216, 

18, 511 

90ti, 

17, 604 

293, 

16, 931 

088, 

16, 185 

309, 

16, 801 

281, 

19, 487 

«)2, 

22, 538 

672, 

27, 053 

141, 

28,700 

892, 

33, 778 

543, 

36,424 

613, 

37, 164 

740, 

40, 439 

532, 

42,967 

531, 

48,961 

443, 

72, 422 

445, 

136, 696 

090, 

201, 003 

387, 

258,682 

187, 

269, 422 

099, 

258,286 

383, 

252,292 

246, 

252, 770 

359, 

257, 357 

352, 

255,221 

976, 

259, 105 

178, 

206, 071 

061, 

271,259 

599, 

274, 374 

222, 

272, 750 

813, 

270, 527 

171, 

276,343 

217, 

284, 705 

907, 

286, 330 

760, 

288,970 

938, 

298,200 

822, 

305, 859 

632, 

311,712 

899, 

317,273 

898, 

319, 907 

087, 

326,220 

937, 

Footnotes  on  next  page. 
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Footnotes  to  table  27. 

"•  Revised. 

T>  Preliminary. 

'  Exclusive  of  bonds  issued  to  the  Pacific  railroads  (acts  of  1862,  1864,  and  1878),  since  statutory  provision 
was  made  to  secure  the  Treasury  against  both  principal  and  interest,  and  the  Navy  pension  fund,  which 
was  not  a  debt  as  principal  and  interest  were  the  property  of  the  United  States.  The  Statement  of  the 
Public  Debt  included  the  railroad  bonds  from  issuance  and  the  Navy  fund  from  Sept.  1,  1866,  tlirough 
June  30,  1890. 

2  See  table  28,  footnote  3. 

3  Includes  certain  securities  not  subject  to  statutory  limitation;  see  table  1,  notes  5  and  6.  Public  debt 
includes  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and  other  busi- 
ness-type activities  in  exchange  for  wliich  securities  of  the  corporations  and  activities  were  issued  to  the 
Treasury  (see  table  111). 

Note.— From  1790-1842,  the  fiscal  year  ended  December  31.  Detailed  figures  for  1790-1852  are  not  avail- 
able on  a  basis  comparable  with  those  of  later  years.  For  bases  prior  to  1916,  see  the  1963  annual  report 
p.  497,  Note. 


Table  28. — Public  debt  and  guaranteed  debt  outstanding  June  30,  1934-67 

[Gross  public  debt  on  basis  of  daily  Treasury  statements.    Guaranteed  debt  from  1934  through  1939  on 
basis  of  Public  Debt  accounts,  and  for  1940  and  subsequent  years  on  basis  of  daily  Treasury  statements] 


Guaranteed  debt  of  U.S.  Government  agencies 

Gross  public  debt  and 

Gross  public 

held  outside  the  Treasury 

guaranteed  debt  1 

June  30 

debti 

Interest-bearing 

Matured  2 

Total 

Total 

Per  capita ' 

1934 

$27, 053, 141, 414 

$680,767,817 

$680,  767,  817 

$27, 733, 909, 231 

$219  46 

1935 

28,  700, 892,  625 

4, 122, 684, 692 

4, 122, 684, 692 

32, 823, 577, 316 

257  95 

1936 

33, 778,  543, 494 

4,  718, 033, 242 

4, 718, 033, 242 

38, 496, 576, 735 

300  63 

1937 

36, 424, 613, 732 

4, 664, 594, 533 

$10,000 

4, 664, 604,  533 

41,089,218,265 

318.  95 

1938 

37, 164, 740,  315 

4, 852, 559, 151 

232, 500 

4,852,791,651 

42, 017,  531, 967 

323.  65 

1939 

40,439,532,411 

5,450,012,899 

821, 200 

5, 450, 834, 099 

45, 890, 366, 510 

350.  63 

1940 

42,967,531,038 

5, 497, 556, 555 

31, 514, 100 

5, 529, 070, 655 

48, 496, 601, 693 

367. 08 

1941 

48, 961, 443,  536 

6, 359, 619, 105 

10, 633, 475 

6,370,252,580 

55,331,696,116 

414. 85 

1942 

72,422,445,116 

4.  548,  529, 255 

19,  730, 375 

4,  568, 259, 630 

76, 990, 704,  746 

571.02 

1943 

136, 696, 090, 330 

4, 091, 686, 621 

8, 256, 425 

4, 099, 943, 046 

140, 796, 033, 376 

1, 029. 82 

1944 

201, 003, 387,  221 

1, 515, 638, 626 

107, 430, 675 

1,623,069,301 

202, 626, 456, 522 

1, 464. 17 

1945 

258,682.187,410 

409,091,867 

24, 066, 525 

433, 158, 392 

259,115,345,802 

1, 851.  70 

1946 

269, 422, 099, 173 

466, 671, 984 

9, 712, 875 

476,384,859 

269,898,484,033 

1, 908.  79 

1947 

258, 286, 383, 109 

83,212,285 

6, 307, 900 

89,520,185 

258, 375, 903, 294 

1, 792. 67 

1948 

252, 292, 246, 513 

68,768,043 

4, 692, 775 

73, 460, 818 

252,365,707,331 

1, 721. 21 

1949 

252,  770, 359, 860 

23, 862, 383 

3,413,025 

27, 275, 408 

252, 797, 635, 268 

1, 694. 93 

1950 

257, 357, 352, 351 

17, 077, 809 

2, 425, 225 

19,503,034 

257, 376, 855, 385 

1, 696. 80 

1951 

255,221,976,815 

27, 364, 069 

1, 863, 100 

29, 227, 169 

255,251,203,984 

1, 654. 39 

1952 

259, 105, 178, 785 

44, 092, 646 

1, 472,  700 

45, 565, 346 

259, 150, 744, 131 

1, 651. 13 

1953 

266, 071, 061, 639 

50,881,686 

1,191,075 

52,072,761 

266, 123, 134, 400 

1, 667. 80 

1954 

271, 259, 599, 108 

80, 415, 386 

1,026,000 

81, 441, 386 

271,341,040,495 

1, 670.  91 

1955 

274, 374, 222, 803 

43, 257,  786 

885, 175 

44, 142, 961 

274, 418, 365,  764 

1,  660. 37 

1956 

272,  750, 813, 649 

73, 100, 900 

787, 575 

73, 888, 475 

272, 824,  702, 124 

1,621.82 

1957 

270, 527, 171, 896 

106, 434, 150 

703, 800 

107, 137, 950 

270, 634, 309, 846 

1, 580. 12 

1958 

276,343,217,746 

100, 565, 250 

655, 350 

101, 220,  600 

276, 444, 438, 346 

1, 587. 47 

1959 

284,705,907,078 

110,429,100 

590, 050 

111,019,150 

284, 816, 926, 228 

1, 606.  74 

1960 

286, 330,  760, 848 

139, 305, 000 

536,  775 

139,841,775 

286, 470, 602, 623 

1, 585. 48 

1961 

288, 970, 938, 610 

239,694,000 

521,450 

240, 215, 450 

289,211,154,060 

1, 573. 89 

1962 

298, 200, 822, 721 

443, 688, 500 

530, 425 

444, 218, 925 

298, 645, 041,  646 

1, 599. 98 

1963 

305, 859, 632, 996 

605, 489, 600 

1, 120, 775 

606,610,375 

306, 466, 243, 371 

1,617.94 

1964 

311,712,899,257 

812, 272, 200 

719, 725 

812,991,925 

312,525,891,182 

1,626.72 

1965 

317, 273, 898, 984 

588, 900,  500 

1,425,550 

590, 326, 050 

317, 864, 225, 034 

'•1,633.66 

1966 

319, 907, 087, 795 

460, 474, 100 

1,  073, 175 

461,547,275 

320, 368, 635, 070 

1,626.90 

1967 

326,220,937,795 

511, 788, 700 

407,375 

512, 196, 075 

326,733,133,870 

"  1, 640. 90 

'  Revised. 

p  Preliminary. 

•  Includes  certain  securities  not  subject  to  statutory  limitation.  For  amounts  subject  to  limitation, 
see  table  1.  Public  debt  includes  debt  incurred  to  finance  expenditures  of  wholly  owned  Government 
corporations  and  other  business-type  activities  in  exchange  for  which  securities  of  the  corporations  and 
activities  were  issued  to  the  Treasury  (see  table  111). 

2  Amounts  shown  represent  outstanding  principal  on  which  interest  has  ceased.  The  amount  of  accrued 
interest  as  of  June  30, 1967,  was  $154,431,  funds  for  which  are  on  deposit  with  the  Treasurer  of  the  United 
States. 

2  Based  on  the  Biu^eau  of  the  Census  estimated  population.  Through  1958  the  estimated  population  is  for 
the  conterminous  United  States  (that  is,  exclusive  of  Alaska,  Hawaii,  and  the  outlying  areas,  such  as  Puerto 
Rico,  Guam,  and  the  Virgin  Islands).  Beginning  with  1959  the  estimates  include  Alaska,  and  with  1960, 
Hawaii. 
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Table  31. — Interest-hearing  securities  outstanding  issued  by  Federal  agencies  but 
not  guaranteed  by  the  U.S.  Government,  fiscal  years  1957-67 

[In  millions  of  dollars] 


Fiscal  year  or 
month 


Banks 

Federal 

Federal 

Federal 

for  coop- 

home 

interme- 

land 

eratives 

loan 

diate 

banks  2 

banks  > 

credit 
banks 

179 

738 

924 

1,552 

199 

456 

1,159 

1,646 

284 

992 

1,456 

1,888 

330 

1,259 

1,600 

2,137 

382 

1,055 

1,723 

2,357 

430 

1,797 

1,855 

2,550 

459 

2,770 

2,133 

2,725 

498 

4,201 

2,315 

2,973 

686 

4,757 

2,462 

3, 532 

844 

6,309 

2,853 

4,105 

1,042 

4,585 

3,297 

4,611 

844 

6,594 

2,935 

4,212 

882 

6,615 

2,990 

4,212 

882 

6,765 

2,991 

4,295 

957 

6,959 

2,909 

4,295 

1,067 

6,859 

2,814 

4,295 

1,074 

6,859 

2,786 

4,385 

1,074 

6,859 

2,779 

4,385 

1,113 

6,316 

2,850 

4,450 

1,113 

5,741 

2,944 

4,450 

1,085 

5,085 

3,074 

4,450 

1,101 
1,042 

5,085 
4,585 

3,186 
3,297 

4,611 
4,611 

Federal  National  Mort- 
gage Association 


Manage- 
ment and 
liquidation 

program 


Secondary- 
market 
program 


Tennes- 
see Valley 
Author- 
ity 


Total 


1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1966— July 

August 

September 

October 

November. 
December. 

1967 — January.^. 
February.. 

March 

April 

May 

June _- 


570 
797 
797 
797 


1,050 
1,165 
1,290 
2,284 
2,198 
2,556 
1,960 
1,698 
1,797 
3,269 
4,078 

3,058 
3,414 
3,178 
3,125 
3,152 
3,800 
3,878 
3,984 
4,010 
4,006 
3,938 
4,078 


50 
145 
145 
180 
225 
285 
415 

285 
285 
285 
295 
295 
345 
345 
345 
345 
345 
415 
415 


5,013 

5,423 

6,708 

8,407 

7,765 

9, 332 

10, 192 

11,865 

13, 460 

17, 666 

18, 028 

17, 928 
18, 398 
18, 396 
18, 541 
18, 483 
19, 249 
19, 320 
19, 058 
18, 604 
18, 045 
18, 336 
18, 028 


'  The  proprietary  interest  of  the  United  States  in  these  banks  ended  in  July  1951. 
*  The  proprietary  interest  of  the  United  States  in  these  banks  ended  in  June  1947. 

Note.— Excludes  securities  which  are  issued  for  use  as  collateral  for  commercial  bank  borrowing. 
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Table  32. — Maturity  distribution  and  average  length  of  marketable  interest-bearing 
public  debt,^  June  30,  1946-67 

[Dollar  amounts  in  millions.  On  basis  of  daily  Treasury  statements] 


Fiscal  year 


Within 
1  year 


1  to5 

years 


5  to  10 

years 


10  to  15 

years 


15  to  20    20  years 
years      and  over 


Total        Average  length 


By  call  classes  (due  or  first  becoming  callable)  Years       Months 

$35,057  $32,847  $16,012  $21,227  $22,372  $189,606  7 

42,522  18,932  13,326  27,076  14,405  168,702  7 

46,124  10,464  12,407  41,481 160,346  7 

39,175  15,067  13,715  34,888     155,147  6 

51,802  15,926  19,281  25,853     155,310  6 

31,022  16,012  21,226  8,797     .._ 137,917  4 

29,434  13,321  20.114  6,594     .-.  140,407  4 

30,162  13.018  26,546     1,592  147,335  3 

38,407  27,113  19,937     1,606  150,354  4 

46.399  42,755  11,371     3,530  155,206  4 

36,942  40.363  8,387     4,351  154.953  4 

41,497  26,673  6,488     _..  4,349  155,705  3 

39,401  45,705  657  2.258  5,604  166,675  4 

58,256  28,075  1,276  2,256  6,485  178,027  3 

81,295  14,173  1,123  2,484  5,588  183,845  3 

70,760  18,391  1,123  3,125  8,893  187,148  3 

67,759  18,655  1,641  4,956  13,157  196,072  4 

68,980  20,522  4,304  4,525  13,975  203,508  4 

66,954  22,580  5.048  4.524  15,111  206,489  4 

51,377  33,053  4,192  3,040  17,241  208,695  4 

55,010  28,922  6,097  1,125  17,023  209,127  4 

59, 824  21, 006  6, 087  1,  121  16, 797  210, 672  4 

By  maturity  classes  2 

$24,763  $41,807  $8,707  $8,754  $43,599  $189,606  9 

21,851  35,562  13,009  5,588  41,481  168,702  9 

21,630  32,264  14,111  2,118  41,481  160,346  9 

32,562  16,746  14,111  8.710  34,888  155,147  8 

61,292  7,792  10,289  17,746  25,853  155,310  8 

46,526  8.707  8.754  21,226  8,797  137,917  6 

47,814  13,933  5,586  20,114  6,594  140,407  6 

36,161  15,651  2,117  26,546  1,592  147,335  5 

29,866  27,515  8,696  19,937  1,606  150,354  5 

39,107  34,253  17,242  11,371  3,530  155,206  5 

34,401  28,908  20.192  8,387  4,351  154,953  5 

40,669  12,328  19,919  6,488  4,349  155,705  4 

42,557  21,476  26,999  654  7,208  166,675  5 

58,304  17,052  20.971  654  8,088  178,027  4 

72,844  20,246  11,746  884  7,658  183,845  4 

58.400  26,435  8,706  1,527  10,960  187,148  4 
67,041  26,049  5.957  3,362  15,221  196,072  4 
58,026  37,385  2.244  6,115  14,444  203,508  5 
65,453  34,929  2.244  6.110  16.328  206.489  5 
56,198  39,169  2,609  5,841  17,241  208,695  5 
60,933  33,596  4,518  3,922  17,023  209,127  4 
71,424  24,378  4,514  3,912  16,797  210,672  4 


1946 $62,091 

1947 52,442 

1948 49,870 

1949 62,302 

1950 42,448 

1951 60,860 

1952 70,944 

1953 76,017 

1954 63,291 

1955 51,152 

1956 64,910 

1957 76,697 

1958 73,050 

1959 81,678 

1960 79,182 

1961 84,865 

1962 89,905 

1963. 91,202 

1964 92,272 

1965 99,792 

1966 100,951 

1967 105,837 

1946 $61,974 

1947 51,211 

1948 48,742 

1949 48,130 

1950 42,338 

1961 43,908 

1952 46,367 

1953 65,270 

1954 62,734 

1955 49,703 

1966 68,714 

1957 71,952 

1968 67,782 

1959 72,958 

1960 70,467 

1961 81,120 

1962 88,442 

1963 85,294 

1964 81,424 

1965 87,637 

1966 89,136 

1967 89,648 


'  Includes  public  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and 
other  business-type  activities  in  exchange  for  which  securities  of  the  corporations  and  activities  were  issued 
to  the  Treasury. 

'  All  issues  are  classified  to  final  maturity  except  partially  tax-exempt  bonds  which  have  been  classified 
to  earliest  call  date.  The  last  of  these  bonds  were  called  on  Aug.  14,  1962,  for  redemption  on  Dec.  16, 1962. 
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Table  33.- 


-Summary  of  public  debt  and  guaranleed  debt  by  classification, 
June  30,  1967 


Classification 


Net  adjust- 

Amount out- 

Com- 

Amount out- 

ment to 

standing  on 

puted 

standing  on 

basis  of 

basis  of  daily 

rate  of 

basis  of  Public 

daily 

Treasury 

inter- 

Debt accounts 

Treasury 

statement 

est  1 

statement  2 

Public  Debt 


INTEREST-BEARING   DEBT 

Public  Issues; 
Marketable: 

Treasury  bills:  Percent 

Regular  weekly 3  4.093 

Regular  monthly 35.115 

Certificates  of  indebtedness  (regular)  -—  5. 250 

Treasury  notes 4.  764 

Treasury  bonds 3.686 

Subtotal 4.165 

Nonmarketable: 

Certificates  of  indebtedness: 

Foreign  series 3.564 

Foreign  currency  series. -  -  -  4. 975 

Treasury  notes: 

Foreign  series 4.  554 

Foreign  currency  series 4.910 

Treasury  bonds,  foreign  series.. 4. 250 

Treasury  certificates 3. 163 

U.S.  savings  bonds 3.780 

U.S.  savings  notes 4.  740 

U.S.  retirement  plan  bonds 3.849 

Depositary  bonds 2.000 

Treasury  bonds,  RE  A  series... 2.000 

Treasury  bonds,  investment  series 2. 750 

Subtotal. 3.745 

Total  public  issues 4.078 

Special  Issues: 

Civil  service  retirement  fund 3.828 

Exchange  Stabilization  Fund 3.705 

Export-Import  Bank  of  Washington 3.250 

Federal  Deposit  Insurance  Corp 2. 000 

Federal  disability  insurance  trust  fund 3. 954 

Federal  home  loan  banks - 3.250 

Federal  hospital  insurance  trust  fund 4. 815 

Federal   old-age   and   survivors  insurance 

trust  fund 3.806 

Federal  Savings  and  Loan  Insurance  Corp.  2. 000 
Federal  supplementary  medical  insurance 

trust  fund 4.750 

Foreign  service  retirement  fund 3.973 

Government  life  insurance  fund 3. 646 

Highway  trust  fund 4. 125 

National  service  life  insurance  fund 3.396 

Railroad  retirement  account 4.265 

Railroad  retirement  holding  account 4.  750 

Railroad  retirement  supplemental  account.  4.  750 

Unemployment  trust  fund 4.000 

Veterans'  special  term  insurance  fund 3.625 

Veterans'  reopened  insurance  fund 4. 750 

Subtotal 3.854 

Total  interest-bearing  debt 4.039 

Matured  debt  on  which  interest  has  ceased 

DEBT  BEARING  NO  INTEREST 


$42,925,890,000  $42,925,890,000 

15,609,026,000  ._ 15,609,026,000 

5,610,355,000  5,610,355,000 

49, 116, 316, 000  -$7, 918, 000  49, 108, 398, 000 

97, 414, 871,  250  3, 051, 500  97, 417, 922,  750 

210,676,458,250  -4,866,500  210,671,591,750 


275,000,000  275,000,000 

430,654,821  430,654,821 

205,010,887  205,010,887 

459,737,983  459,737,983 

143,929,534  143,929,534 

48,495,537  48,495,537 

51,210,321,353    3,157,364  51,213,478,716 

1,872,396    -375,887  1,496,509 

21, 190, 541     -25, 343  21, 165, 198 

45,425,500  45,425,500 

25, 930,  000      75, 000  26, 005, 000 

2, 580, 831 ,  000    7, 948, 000  2,  588,  779, 000 


55,448,399,552   10,779,133   55,459,178,685 


266,124,857,802    5,912,633  266.130,770,435 


15,526,618,000  15,526,618,000 

832,704,953 832,704,953 

81,500,000  - 81,500,000 

85,312,000  85,312,000 

1,375,583,000  1,375,583,000 

52,000,000  -. ._.  52,000,000 

1,191,647,000  1,191,647,000 

17,840,433,000  17,840,433,000 

3,268,000  3,208,000 

478,849,000     _ _ 478,849,000 

42,145,000     42,145,000 

814,027,000     814,027,000 

721,710,000     721,710,000 

5,744,307,000     5,744,307,000 

3,323,486,000     3,323,480,000 

4,067,000     4,067,000 

10,977,000     10,977,000 

7,784,613,000     7,784,613,000 

189,382,000  189,382,000 

52,553,000  .._ _.  52,553,000 

56,155,181,953  56,155,181,953 


322,280,039,755    5,912,633  322,285,952,388 


250,  748,  560   33, 514, 113 


284, 262,  674 


International  Monetary  Fund _ 3,  328,  000, 000 

U.N.  Special  Fund -.- 5,000,000 

Other.. 317,458,412 

Total  gross  public  debt _ 326,181,246,728 


_ 3,328,000,000 

5,000,000 

264,321     317,722,733 


39, 691, 067  326, 220, 937,  795 


Footnotes  at  end  of  table 
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Table  33. — Summary  of  public  debt  and  guaranteed  debt  by  classifiealion, 
June  30,  1967 — Continued 


Classification 


Net  adjust- 

Amount out- 

Coru- 

Amount  out- 

ment to 

standing  on 

puted 

standing  on 

basis  of 

basis  of  daily 

rate  of 

basis  of  Public 

daily 

Treasury 

inter- 

Debt accounts 

Treasury 

statement 

est' 

statement  2 

GUARANTEED  DEBT  OF  U.S.  GOVERNMENT 
AGENCTES 

Interest-bearing  debt: 

Federal  Housing  Administration... 

D.C.  Armory  Hoard  bonds 

Matured  debt  on  whieli  interest  has  ceased 


Total  guaranteed  debt. 

SUMMARY 


Percent 
3.739 
4. 200 


$491, 988,  700 

19, 800, 000 

407, 375 

512, 190, 075 


* $491, 988,  700 

19, 800, 000 

407, 375 

512, 196, 075 


Total  gross  public  debt  and  guaranteed 

debt                -.  326,693,442,803  $39,691,067  326.733,133,870 

Deduct  debt  not  subject  to  statutory  limitation.     262,012,656    262,012,656 

Total  debt  subject  to  limitation.. 326,431,430,146  39,691,067  326,471,121,213 


•  On  daily  Treasury  statement  basis. 
2  Items  in  transit  on  June  30,  1967. 

'  Included  in  debt  outstanding  at  face  amount,  but  the  annual  interest  rate  is  computed  on  the  discount 
value. 

*  Components  shown  in  table  35. 


TABLES 


515 


■■5 

C3l 

r- 

s; 

S 

<o 

0 

-T^ 

^ 

«* 

sr- 

(r^ 

Q 

rt 

a 

■*-i 

0 

cs 

■0 

0 

i 

< 

> 
S 

=c 

m 

3 

50 

C 

^ 

"S 

a 

£ 

8 

rO 

^ 

t;^ 

?( 

(B 

sa. 

0 

c 

0' 

^ 

a) 

.0 

3 
D-i 

^ 
« 

ffl 

0 

^ 

», 

0 

T-, 

>> 

i^ 

a) 

ol 

0 

a 

t:) 

0 

& 

-^ 

CO 

H 

J 

0 

a 

< 

0 

< 
H 
CQ 
Ed 

Q 

fl 

0 

S 

0 

/, 

s 

D. 

» 

^ 

■«! 

_u 

Id 

pa 

.a 

H 

H 

3 

SSSSSSS2SSSSSS  SS  S2^=^  000000000000 
0000000000000000  0000  000000000000 

gooooooooooooooo   0000   QOOOOOOOOOOO 


0000000000000 


0000   Oi  o  o  o  o  o  o  o  o  o  o  o 


0000000000000000   0000   000000000000 


Oh-iOiC*-lrt<'^C-1C 


QO'^OOOqO         O'^O''*^         (M»-Ht 


OiOcDb-ooC'ioooaitO'^fOOscoM      r^r^oo 

tOiOC^t-OiOC-l'-i'— (t^t^|>.iOfOODO        CCtJ^cCO 


SfOMaiio-^ot^oo 
'-HO"ti»ocoQor--co 
i'-iO(Mi>.ao^co.-H 


ffisa;^^?^"^^"^^^^;^^;^:"   225s   ssfrr^'ss^ftsVciVM 


10  Tf<  01  t^  05  05  t^  (>»  10  -^  O  Oi -* 


qo^hOcios      <n      oot— ia>cooo^HO(M      r^<M-^ 


-^'^^Oi      oo<MoOi-(oo»-i050^aOiO'^ 


I  b£    I  bs    '  bjo    I  t>o 


1^  C^l  06  CO  I>(N  O  N  0»        0<M 


M    'ho    I  bj)    I  taO 

<o3X        oJxcaxi^XcSXoSxSiK! 


>o 

s 

0 

s 

0 

s 

CO 

0 

CO 

r^ 
t^ 

s 

I^- 

1^ 

0 

S 

§ 

A. 

g 

OS 

OS 

s 

1^ 

g 

OS 

01 

01 

§ 

£ 

05 
05 

OJ 

§ 

A  C3 


m 


;^. 


rr      h^      f:r  cd      co  1         .         '      1--      i>. 


§|2S2222       2S       §i§222 


Oi        S        -=■        S 


f.^      §       [i<      IS       fR 


OT 

s 

Si>; 

u. 

>,M 

r3 

(S 

c  ^ 

J2 

-a 

3  :s 

h 

o3 

§3 

1 

3 

COW) 

« 

^ 

H 

2     !2    ^    '^  'fc  '!2  "^    110    I     ■*  it^  1     o  10  !•*  IN  1.M  100 

~    '5^    '  9B    ':^  '  °°  'O  ICO    i-H    .      CO  ICO  I      io  i«S  iN      iC.  Sn  m 

05    los    |oo    .00  ICO  loi  ICO    .t^     1      S  .S  I      ■*  IP:  IS  IS  Ig  lo 

2! L.52 l-S! 'TO  '.:»  'W  ',7»' iM I,     ^j  ^>2  I     2*  L^^H  I,"*  'M  '■*  'ro 

•                  1^  r^                  hj          -^  t^  ^            I  r-  r^ 


rt  O  .-H 


^'  ^ 


•3         3-^ 


277-468—68- 


-35 


516    196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


S 


S-S 


OOOOOOOO  OOOO  OOQOOOOOOOQQOOOO  QOOO 

oooooooo  OOOO  ooooooooocoooooo  Oooo 

o  o  o  o'  o'  o  o'  o  o"  o'  o  o  o  o  o'  o  o*  o  o  o  o  O  O  O  Q  o  o  o  o'  o'  o  o* 

OOOOOOOO  Oooo  Q O O O O O O O Q O Q O O O O O  OOOO 

oooooooo  OOOO  O O O O O O O O O O O O O O O O  OOOO 

oo.-rt^of  c-f  ro  "^^o  -^rCiCo  o'oo  ^"r^uo  cf  r^^io  •— <  o  ^"of  cc  os  oJt~-r  oc  »o  oJ  od 

ClOi^iOOOlOc^  ^CCCOCO  iOCO^O.-'2*.-tcO'0'^t*23f^'^*^55'~*  QOcDoO 

C^JOOCCCDOcC'-'fM  (X>  Oi'--0'Z>  O^'fOOCMiCOoO.-iCOoO'^^t^^CCoO  Or-^Oi 

r^<N  oTo -^o  oi^i-*"  o'oiOo  cc  t-^QO  ^'^r  r^o  OS00.-H  t^jC^GO  ^<^o  (NqooT 

-HoO'-'oot— co"3-^  t^c^jcci--  <Nt^o>or^c^»OTj<a>oocoosooorH  co®^ 


bo  ;  bo  ;  bfl 


owowowow 


'bD    'bJO    'bJO    '  bti    IbD    IbO    IbJD    'be 

;c   'c   ;s   ;c   ;c   ,c3   ;cj   ,^ 

iC3      1^      t  d      i03      iC3      iCO      1^3      iC3 


W  O  tn  t) 
03    X    CO    M 

owow 


03         O         03 


«o  I        it~i^t^t>.t^t~         JSto 


a 
o 

si 

«5 

H 

H 
H 

z 


TABLES 


517 


8 

§ 

s 

s 

o 

8 

s 

o 

8 

8 

o 

s 

o 

o 

o 

o 

o 

s 

o 

8 

§ 

§ 

CO 

§ 

o 

CO 
CO 

o 

OS 
CO 

i 

CO 

CO 

o 
o 

02 
CO 

(M 

■^ 

§ 

1 

1 

§ 

s 

§ 

o 
o 

1 

8 

o 

o 

o 

8 

8 

o 

8 

o 

o 

8 

o 

o 

o 

-r 

rH 

rt" 

^" 

-h" 

^ 

r-T 

rt" 

^■■ 

rt 

rH 

^ 

^" 

rt" 

,-r 

rt" 

oooooooo  oooo   oooooooooo  oooo   oooooooo  oooooooo 


oooooooo  oooo   oooooooooo  oooo  oooooooo   oooooooo 


oooooooo   ooo<: 
oooooooo   o o o c 


oooooooooo   oooo 
oi  o  o  o  o  o  o  o  o  o   oooo 


soooooo   oooooooo 
"oooooo   oooooooo 


oooooooo  oooo  oooooooooo  oooo   oooooooo   oooooooo 


OO  *0  r-*  CO  "^  O  d  00  .-H  O  lO  »0 
1-^  C^  O  Oi  i-H  O  •-«  CC  O -^  CO  x> 
O  f*  r- 30  t^  OS  X  ■<*<   CD  O  00  (N 


sr^'^cooocor--      t-.cDt~*o      oiot^t^o^-ioo      ooccooOi-hOio 


CD  CD  CD  t 

oo3r-c. --         -  - __._  ,._ 

t^CDcD'«*^eOC^OO"^OlO        OOuO-^'^J'         OiOOOCCt^f-KN         OOOOCJOOC 


SOCCCDfM         OO'OOS        -"^OOOO" 


Tj<  CD  t-*      ec  o  lo  cc  o  CD  : 


00(M»Orf<h*(Noo,-( 
*-HOOt^<N050t^(M 
CO.-HO0i-H>.cSt-(N 


3COt^  t~^(Mt-(MOi— (b-C^IOO'M  00"— •OO'-'  OOC^iOiOMcDCO-*  CM050iOO'-«00 
?OCO  05000»0'^T*<iO'— 100  CCCDOOS  t^C'lOOcOCOCDCO  oooost^c^t^co 
cO'-<       ir*  c^  00 --t  CO  t-i  00 '-1  00  <-H       t^  1-1 -^  r^  c^  r^  CM  t^  w  r^  (M       t^  ^h -"^t*       ^-i-hcOi-h 


bo  ;  bo  ;  bjD 


:  d  ;  c 


^J^SiS^Xi-^SZS:       JliXiXiXi 


;  a    ;  d    id    id    id 


>n      CO      00      CO      CO 


d  ;  c      ;  c! 


1111 

OWOH 


^J5^^J3^^J3 


Id   1 fl   \a   is 

^  s:  Si  s:  x:  s:  Si  £i 


OWOWOWUW  OWOHOWOW 


O        ^        00        CO 


a 

s 

8 

S 

CO 

«5 

s 

o 

s 

s 

^j 

6 

CO 

o 

§ 

s 

8 

m 

00 

s 

CO 

§ 

o> 

§ 

§ 

§ 

s 

to 

s 

§ 

g 

g 

g 

o» 

o 

05 

g 

g 

§ 

§ 

o 

§ 

05 

s 

CO         CO        O        O         02 
O         05         1-1         i-H         i-l 


03  -H  .-H  rt 


1-C         i-H         (N 


OOOO 


^    ^   iz;    Iz;   is 


p    p    p    Q 


o    S    2    S       S    S       ^ 


<1    <!    <J    «1 


«0        CD        «0 


2    2    S    §       S    s 


.       ^        00        "«        .J' 
•^        f-l         .-(         (M         '^ 


^    ^    ,?       ^2;    PL, 


05  1-H  l-H  ^  r^  ,-, 

^         kS         C^         (^  r-T         ^ 


Ol 

CO 

CO 

CO 

o" 

8 

p 

i 

l-s 

a 

< 

CO     eo      CO 


'^  t^       O        CO       CD 


CO        i-i        CO        (M        CO 


CO        CO        CO        CO 


te      "mi^    t^ 


C«-    2    2    S     S     2 


jO    o    o    o 


00      >o       '-'       o 


CO         CO        CO 


3  o 
bo  •7 


C)  0»  O)  S  ^ 

1-1  tH  i-l  o  --I 

CO  ■«  o  S  o' 

■-I  N  CO  t.  CO 


z  z  z  z 


©CO 
«02 

1- 1^ 

C3      . 

3  § 
^P 


o 

f^ 

t~^ 

CO  1 

■«< 

o 

00   1 
CO  ' 

ii^       ^       iU        O        ^ 

.    ■<i"'"    -h"    00     >-     --r 

iH         O)         C<1  !_  CO 


P         P         P 


518        1967    REPORT    OF    THE    SECRETARY    OF   THE    TREASURY 


3 

a 

'+3 

a 
o 
O 


•ts        C 


bs 

d 

B 

o 

3 
d 

a 

03 

■< 

3 

o 

T3 

3 

O 

a 

< 

Ti 

<o 

3 

.2 

d 

3 

o 

a 

< 

o 

<D 

C 

« 

a 

bo 

13 

> 

<( 

3 

'" 

_^ 

a 

<St 

03 

0) 

a 

ta 

■o 

S 

^ 

<D 

*^ 

a 

(D 

3 

_^ 

i 

3 

a> 

OJ 

-C 

>. 

» 

03 

:-i 

o. 

fl 

;^ 

a> 

o 

ja 

S: 

<D 

4^ 

C8 

P 

c 

O 

n 

*c 

K 

(1> 

Q 

8 

o 

O 

o 

i 

1 

1 

i 

i 

to 

fj^ 

to 

to 

o> 

q" 

rS 

o 

g 

^ 

'* 

o 

'^ 

'^ 

2 

s 

i 

g 

« 

r-1 

00 

Sooooooooooooo 
ooooooooooooo 

o  o  o  o  o  o  o  o  o  o  o  o  o  o 

OOOOOOOOOOOOQO 


ocooooooooooc 


I^  r^  CI  O  CD  iO  (M  0-)  o  -^ 


■*00i-tG0'-iOO0JC10iOi0Tt< 
DOO»-«-«t<iCOOOOSI^(Ml^OJ 


!  «> 


O W O W OHO K O W OWOW 

CD        CO        CO        C^         -^         T-H         Oi 

c-i      a>      »o      03 


(N 

& 

00 

m 

.-H 

o 

T-i 

CO 

E 

g 

$ 

g 

§ 

05 

Sft>> 

.J2  03  H 
03  o  03 
C3  (>,B 

■O  g  d 


-H  O        rt"       o 


r~      f^      rr      ':r      t-      Kr 


CO         to        to         CO 


^-     --I      o 


OO        CO         00        CO        ^ 


a 

0 

H  s 

H 

H 


3 

o 

c 

d 
o 

B 

rrl 

*^ 

LJ 

c 

1 

D 

a 

> 

U 
1 

>. 

C 

1= 

o 

o 

,f, 

l^ 

d 

( ) 

" 

X 

•^ 

J. 

/: 

> 

_o 

.^ 

=; 

« 

3 

6t 

a 

c: 

1 

2 

« 

C3  c3  "^  <^  03 

m  O  <»  ®  CJ 

3  3   3   d  d 

SI  j^A^^S. 

■5  o  u  o  o 


-H  O  ^"  O 


o3.2t5 

■^  Olio 

O 


feS 


r  "  t? 


* 


000 


CO  Ci  to 

Cfi-H  00 


c      d      dSd 

X^       ^       X     --C 
O        O        O  05  o 


10      10      tc  10 


<  '^ 


b£> 
D  O 


»0         iO         ^  iO 


^    Z 


(i<  % 


to     'to      •  to  tC'      • 

'C  ^  'C  "^  'H  *C  "* 

Cj  O  <!>  <D  S  0)   0) 


i-3  CO  M 


TABLES 


519 


OOOOOOOOOO 


oo 

oo 

oo 
o  o 


oooooooooo 


ooo  c-o 
o  o'  o*  o  o' 

OOOOO' 

ooooo 

--  —  CO  c»  c 
•:t*go  t^ 

r-T  of  lo  o  o6~  h-T  CO  lo  r-T  lo 

»Oi— t'-HCC)iO00'-<COt--i-H 


1  CO  "^iM  CI  CC  CO  C»  Oi 


1-1  i-t  CO  lO  o>  I 


ss 

oo 
o  o 
oo 

s^ 

00  O 

o 
o 

o' 
o" 

CO 

o" 

2, 839,  566, 000. 00 
1,230,048,000.00 

657, 054, 500.  00 
2, 624, 588, 000.  00 

324, 230, 500.  00 

CO 

2, 577,  696, 500.  00 
517,352,000.00 
683, 842, 000. 00 
586, 140, 500.  00 

o 
o 

§ 
o 

§ 

to 

ooo 
ooo 

ooo 
^  r^  lo 

o 
o 

o' 

§ 

o 

i 

3, 505,  507, 000.  00 
445, 560,  000.  00 
309, 027, 000.  00 
835,259,000.00 
213, 135, 000. 00 

o 

s 

S 

m 

457, 177, 000.  00 

212, 127, 000. 00 

115,331,000.00 

60, 545, 000. 00 

158,926,000.00 

87. 529. 000.  00 

113, 131, 000. 00 

35,435,000.00 

71,827,000.00 

15,798,000.00 

HW 


I  40  o  »o  o 

'  CSJ  CO  -^  03 

p^oooo 


to  bO  bfi  bC  bO 


7f^ 

OJfe^ 

6^ 

^^ 

^ 

^S 

u^ 

s^ 

f^^ 

3 

:^ 

6^ 

bo  bCBfibt 

sees 

03  rt  c3  c3 


wgw 


t>  bo 
o  a 


So 


So 


050' 


coco* 


'2o  "30 

03  ca  c^  c3  c? 
a>  a>  s  a>  « 
bO  60  bfibo  bo 
d  rt  d  C  a 
d  f^  1^  ^  ci 


^    S' 


r-iOOOOOOOOO 


i^cOooOaniOor^^S^ 
«2coS«.55j:-i^trr^C: 


t)  D.O  no  fto  fto  ft 
0«i!0<10<(!0<«!0-< 


o  fto  ftu  ftO  0.0  ft 
0<10<10-<0«^0<1 


t-^  00  00  Ol  05  O  O -— I  r-*  (N  O 

COcD'-OcOCOh-I^r^I^t-^  r^ 
OS050i0030iOiOOi05 

TTTYT'Tl     I     tT  t^ 

MtOCfltrtWWmWWM  S 

o       a>a)<Do<i>a)a'a><i»a»  ,— . 

-t^       CC  CO  C/3  02  CC  CQ  CQ  CO  CC  CO  c3 


520   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


■^ 


Si- 


§s 


®2 


a  u 

O)  o 


88 

8 

88 

8 

00  to 

s 

i 

CO 

WW 


H 

n 

H 
Q 

o^ 

ll 

H 

CO 
H 
» 
H 
H 
Z 


oo 

<=>S 
oo 


88 


5" 


I  a 

O  C3 

iw 


^s  ^ 


0!  <u 

o 


CSIO   §0     03)2  g" 

cQ  o^  a^  o^ 
o         o 


1    111        " 


fe? 


I  o. 


;w 


fcSS     fe"!'"'"    fe5'« 

03  10  ^  -o     03  "O  o 


^      .   3      .^      .^      .^      .^      . 

C30>-!C^ll3oW!MC!!3«0 

*SeJ::c3ffl-J;;o3^-.jr 

/^l-'05        ^~\^05        *»r*^-0 

000 


0 

Xl 

rH 

0! 

C 

CQ 

13 

C3 

U 

IS 

C3 

03 

c: 

Cl 

3 

0 

0 

TABLES 


521 


1,041,697,000.00 
348, 710, 500. 00 

8  320,407,000.00 
749,121,000.00 

s 

ss 

oTo 
>ooo 

i-Tim" 

§ 
d 
g 

CO 

gss 

irTdo" 
o  >-*  t^ 

8 

d 
o 
o 

§s 

do 

oo 

.-H  I^ 

oo"-* 

S88 

o 

1 
i 

656,933,000.00 

619, 461, 000. 00 

'147,697,000.00 

1, 408, 618, 500. 00 
634,731,000.00 
447, 882, 000. 00 
399, 388, 000. 00 
178,  729, 000. 00 
249, 658, 000. 00 
941, 992, 000.  00 
578, 928, 000. 00 

!j  O  O  t>2 


r^      .CD-* 

ca  ^  -*  t^ 


°^3 

(S 

2 

c3 

o^ 

o 

65<» 

fl 

ft*; 

3 

ft< 

;^" 

::^ 

;s; 

lO  O  ^  O  lO  O  O 
t-  !>.  lO  tC  CO  C^J  O 

Oi  0>  Oi  Oi  Oi  Oi  Oi 
OS  03  05  OS  O  05  O 

®   33   ®   ®    ©    ' 


5_,  O  O  O  O  I 


ra     a>S>    ':3     aS5 


6§ 


6? 


522   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


O 


f^ 

a 

<to 

a 

05 

< 

cT 

so 

0 

«>2 

s 

•"^* 

•-^ 

^0, 

c» 

S^ 

s 

<1S 

a^ 


000 

2  =  S 

f^  f^  r^ 


000000 


00000 


00000 


oo'^oo_  _  _ 
—  -^00000 

^•,  [,-  ■O'— '-^t^O 

r^  ,_»  CO  "^  o  Tf  c-i  GO 

--   -  -^  to  »0  lO  00  GO 

aToTtCc^fco 
a>  coco  o  (M 
CN  o  lOO  r^ 


o  S  o  o  10  o  »o 


Q5  Oi  OS  05  OS  05  O 
c3C3c3c3c3c3c3cJ 
bflbptjQbOtuDbJatiJOtiiD    . 

o^^^f^i^oooo 


000000 
000000 

000000 

000000 
000000 

•-^^cf  oT'-H  oTod 
--'  00  r-  OS  00  GO 

00  CO  O  CO  CO  "O 


^  ^  C^  c3  c3 

OJ    QJ    03    O    OJ 

tuO  b£)  bO  &jO  b£ 

d  s  ^  C  fl« 


0 
0 

§8 

0 

0 

g 

0 

§§ 

1 

0 

5S 

1M« 

CO 

(M 

i 

•"J" 

,H^ 

ci 

■9 

u 

3 

2ta 

Q 

e 

•S  '^ 

+-;   4) 

0 

a 
1 

.3  J  w  «. 

3 

I'Srg 

«5 

01 

1     .C  -H  ^ 

_u 

^  >i'o'«' 

(A 

2 

3 
0. 

life? 

■-lO 

65 


WW 


=0      r^cn       «5 


6§ 


zj  zi  zj  a 
X  X  X  M 
WWWW 


TABLES 


523 


378, 792, 000. 00 

370, 327, 000. 00 

1, 570, 407, 000.  00 

259, 021,  000. 00 

o 
o 

d 

IN 

1,120,883,000.00 
213,  528, 000.  00 
782, 360, 000.  00 
340, 079, 000.  00 
720, 541, 000.  00 
716, 437, 000.  00 

s 
§ 

s 
s 

00 

232, 162,  000.  00 
334, 055, 000. 00 
769, 304, 000. 00 
574,915,000.00 
343, 825, 000. 00 
296, 850, 500.  00 
1,302,758,000.00 
503, 341, 000. 00 

o 
o 

8 

>o 
o" 

tM 

140,326,000.00 
399, 959, 000. 00 
493, 462, 000.  00 
146, 917, 000.  00 
415,  742, 000.  00 
333,  760, 000. 00 
461,289,000.00 
738, 918, 500.  00 

g 
I 

n 

o" 

« 

CO 

SB 
^^ 

ooto 

lOO 

8 
8 

s§ 
s 

653,811,500.00 
136, 239,  000.  00 
517,421,500.00 
313,  758,  000.  00 
373,227,000.00 
250, 315, 000. 00 

^  ^  c3  rt 

«  o  o  o 

«   «   K   XS 

WWHW 


•OOiOOOO 
00  05  »C  C-1  CO  CC 
00  t^  00  00  OS  oi 
Oi  Oi  0>  Oi  Oi  '^ 


be  be  be  bO  be  bn 

excess 

03    C3    ^   ^    ^    C3 

.a  .£3  43  .G  .d  .a 
z:>  fD  z^  zi  z^  o 

X  «  M  X  X  H 


»oo»ooiooioio 


OsCsOSOOSOiCiOi 


HHWWHHWH 


lO  «0  lO  lO  O  1 


>  Oi  Oi  Oi  Oi  Oi  0> 

'   flJ   05   O  O   0^ 


ooooooooo 

X  X  )><  y,  X  X  >i  x'^ 


^3       fc^ 


2-^ 

'"'iM 


6S 


65 


bobo    . 

X!430 
o  oo 

XX  — 


(D   <33    Q^i    03   ® 


fefe? 

OS 

OCM 

■^ 

o 

f^-*" 

3 

f^ 

l:^ 

;^ 

524   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


a 

a 
o 
O 


s 

8 

e 


ssgs 

8 

g8S§ 

oooo 

1 

057 
792 
642, 
733, 

o 

'^ 

r-i  00-H 


i 

I 

3 

884, 115,  500.  00 

»  102, 000.  00 

195,  465, 000.  00 

17, 346,  000.  00 

2,113,000.00 

e  107, 341,  500.  00 

212, 994,  500.  00 

420, 040, 000. 00 

562,  595,  500. 00 

209, 580,  500.  00 

8 

i 

o 

888 

O  !M  —i 

Tj<t^O0 

re -^r-^ 

8 

CO 
OS 

d 

g 

8 

1 

,_(  OS  OS  OS  C9 


bcbou)  bocuo 

a  s  a  a  a 

c3  c3  cS  03  ^ 

u.  o  o  o  o  o 
IS  X  X  X  X  X 


o 


ea 

3 

2 

a>  a) 

u 

Continued 
ends  '—Continu 
f  1975-85  (eflectiv 
631%). 

0 

h 
11 

B 

"2 
o 
o 
1 

«5 

,^ 

H 
H 

3 

Marketable- 
Treasury  t 

4.2 

03  X 


«2S 


;  ^  CO  »o  <o  caq  c>t  "^ 
OioioioJoscogo 


bjowiW)bJ.tuDbCbctjD 

,rto3o3o3o3c3c3c3 

■  o£;.=5.cj::.s.g.gj3 


"3     ro 


03  «   cS 

"o  "a  "o 


•s    26^      -s 


TABLES 


525 


§8SS8S 

§ 

8 

8 

s 

g 

S 

8 

88 

§ 

8 

o 

o 

8§§|§§ 

s 

8 

i 

i 

1 

8 

o 

8 

o 

88 

O  lO 

i 

8 

o 

8 

.-.  O  OS  r-  oi  CD 

i-H  lO  lO  O  Tt*  t^ 
l>OOi  O  OOi 

to 

CO 

s 

to 

s 

05 

g 

O  05 
^  05 

00 
05 

c<r 

00 

o 

8 

SgOOOoOCDiO 
CO  »-i  ^  1-1  -^  "-l 

i 

O 

U 

CO 

2 

"'H 

CO 

00 
CO 

g 

300,000,000.00 
125, 623, 000. 00 
104,739,000.00 
317, 182, 000.  00 
489,896,000.00 
131,877,000.00 
91, 149, 000.  00 

8 
8 

o 
to 

o" 

2, 719, 730,  000. 00 
721,728,000.00 
575, 798, 500.  00 
233,236,000.00 
344, 644, 000.  00 
322, 275, 000. 00 

to  t^Oi  05 


C3         03 


03 


03        c3 


03 


bcbcbCDiObD   .bC   .bxi    .uo   .bo   .ui    .be   .bo   .bSbX)   .  bn   . 

o3cac3o3(S'-;o3'-:cS<^!o3«?c3'^03^o3'*OS'»03ca'^03I^ 

.jS£I.GJ3J=o/30.Goj:oj50.SOJ30j30.!5j3':545o 

'OOOOOOOOOOciOOOoOOOOOOOOOO 


la  bii<iM 
o 


00  Ol 


^ 


05  05  05  CS  05  05 


em  b£  bo  bc  bo  be 

g  ci  a  ci  c  c 


03«O        _2 

5f^ 


.00      _ 

-,'-'  03« 


fl  o  oo»  CO  £-  2''*  ■* 

o  o 


05  5j 

•ss 


■3  <S  03  03  03  03 

m  O)  a>  o  a>  0) 

biO  be  b£  bO  bs  bA 

1=1  s  s  Q  a  s 

03  Co  CT  ra  CT  w 

a  <^  o  o  a  o 

«  K  X  «  M  X 


-3      rafe? 


OtJ< 


526   196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


§3 


c 

01 

o 

3 

O 

ES 

[ 

,4_J 

a 

N. 

3 

"to 

a 

Oi 

>-< 

< 

o" 

GO 

^_. 

s 

3 

*-s 

^K 

o> 

So-- 

.8 

11 

t3 

e 

<n 

C 

£ 

8 

s 

s 

§ 

§ 

s 

8 

05 

OS 

n^ 

Ol 

1 

o 

o 

(M 

§ 

i 

i 

s 

o 

CO 

05 

(M 

o 

1 

00 

1 

§ 

§ 

o 

§ 

1 

55 

R 

W 

2 

00 
c<5 

1 

in 

CO 

s 

§ 

§5 

o 

s 

^ 

s 

o 

8 

8 

to 

00 

o 
o 

8 

Ol 

CO 

C^ 

8 

8 

o 
o" 

S5 

1 

88 

8 

88888 

8 

8 

8 

o 
o 

8 

o 
o 

8 

e 

s 

:^ 

05 

oo 

8SSRS 

O  >OiOO  o 

i 

o 

g 

§ 

1 

8 

o 

§ 

g 

CO 

CO 

o 

s 

^" 

2? 

3 

2 

CO 

8 

o 

8 

o 

i 

o 
o 
o 

f2 

CO 

■o 

00 

GOO 

C^  Oi  Oi  ^H  PO 

■^ 

m 

CO 

8 

g 

t^ 

M 

S 

(M 

o 

*"• 

IN 

cm' 

-»< 

BQ 
H 
O 

"  3 


as  * 
■  U 


godoJgg 

aoaoSS 


bc  bfl  be  b/)  bJD 

C3  C3  03  C3  C3 


2    S     o> 


IM  3  '^  C  '^  S 
r;  O  3  O  C  O 

o    o    O 


>8§ 
;co  3 


S      * 


<1      S 


;•  <=        3    fe?"^ 

3j^  CO      ^co 


.^S  3 


§  C3oX 


<   < 


XS  o>  '42  2 
o"-"  o    . 

^5f  >>bi 

c3  3  c3  3 

3  O  3  o 

O      O 


o         ^- 


<     < 


o       ,—       « 


CO     H     H 


" »     §     §        £     £ 
_.Si    ^    •«       £    5 

O  in      6?      85  En      fe;. 


St" 


TABLES 


527 


m 

o 

Cl 

^ 

n 

o  t^oo 

1^ 

a> 

lO 

O 

CO 

lO 

•o 

^^ 

,^ 

^_^ 

C^l 

*-' 

CO 

•o 

C30 

00 

■^ 

^ 

CO 

OOOOOI 

1^ 

CO 

o 

'2 

y~-i 

ot~oo 

r^ 

>i 

a> 

O 

o> 

C-l 

CD 

'^1 

'^ 

oc 

CO 

'"' 

•--• 

O 

'-« 

O) 

o: 

oooo>o 

Cl 

o 

CO 

*-) 

•* 

o  o  o  o 

o 

TO 

oo 

O 

IM 

CO 

^ 

£^ 

o  o  o  o 

t^ 

'— ' 

o 

o 

t~- 

•* 

o^ 

TO 

ooSoS 

o 

o 

IM 

o 

o 

lOiOO  lO 

lO 

t^ 

TO 

o 

(M 

o 

iff 

•^ 

M 

Ol 

(M 

TO 

TO 

Ol 

■* 

TO  TO  TO  TO  Cl 

fy;  Rao  Scoi  t  9 


o    o    :z; 


«)    <1    S 


1=1    .  =!  ^" 
-    CO  -^    • 

a  a  a° 


5  a>  s  CO 


s-  o  rt  o 
O     O 


rt      *      en      ?-< 


O      O      I? 


S    S    fi    s 
SS    6?    feS    feS 


t>;         CO         O         "^S* 
O       id        lO        »o 


i 

IN 

oT 

Os" 
1-H 

S         '^ 

(M 

£3 

CO 

oooo 

o 

o 

TO 

U5 

■o 

CO 

o 

I^ 

^_J 

lO 

CO 

CO 

<31 

00 

■* 

CD 

TJ< 

CO 

^      £2 

o 

"2 

,—1 

o  c5  o  o 

i 

Ol 

OJ 

<M 

CD 

oi 

o= 

a> 

o  o  o  o  -^ 

r- 

00 

Oooo 

00 

00 

•"< 

rH 

■<i< 

o 

Oi 

ooooo 

m"     o 

00 

*-H 

Oooo 

o 

to" 

cq 

CO 

^ 

^ 

iO 

1^ 

-1                 r      1 

00 

C^ 

t^ 

o 

TO 

TO 

1^ 

ooooro 

s   s 

1— 1 

o 

o 

JOiOOtO 

lo 

O-l 

o 

»o" 

^^ 

y 

TO 

>o 

U5 

TOTOTOTOM 

eg  CD  CO  t^ 

J^StoS 

S    173    OJ   b 

G  d  fl  C 
OOOO 


S2S« 

in       TO<M 
^  t>  tJ  d 

oillfi 


^2 

serie 
seriOv 
serle. 
serie. 

li 

o  o 

Eh 

y  notes: 
foreign 
foreign 
foreign 
foreign 

asur 

26% 
30% 
86% 
66% 

S^-*-*-* 

I  ro  I  w  (Z  oSPg 
gSgSgSSoSSoSo 
!2§to5S;§S§2  3cdSS; 


'Z     Q 


^!:ic 


O     P     Q 

■^       "O       -C! 


<       ^ 


|Sg|g|g| 
;o     01     05     05 

*        TO        TO        TO 


^  p 


CO       00       00 


;q     GO     <:o     05     ;1h 

^       ""^        Oi        i-< 
.-4         ^  *        CO         CSI 


O       05       ^       Cft        Ci 


^  2.  ^ 


'Z,     P 


oooooooooo 


b-         CD         ^'  »>• 


^  *-'•'  ^  05 


s  s  s  s 


„-       ^        (M 


^  p 


<D         G         ^ 


botm.Sf.SPBobfltuitnitoM 


P         -^         -.^         -^         ^         -i         u,         u         >^         -.^ 

o     I?     6§    feS    ^    fe5    fe§    fe?    fe§    &° 


C3  o  o  o  o 

c8    1    1    !    ! 

g  ;  I  ;  I 


r^  000  Or-I 

CD  CO  CO  1^  r^ 
C5  Oi  01  o  o 


>  >  t>  >  > 

00000 

C  G  S  G  d 

coooo 


«£  1 


■  O'   o 


40      10      10      -^ 


TP  Tt*  10 


2  ►^  §  'S  'S  *S  '3  o 

S    ?^  O   (_    fcj   ;-    t^   ^ 
C3  G  t>,<-. -^  ^  w- <- 

O  2  5  Sn^'^S^^^ 

L_i  W  10  »0  »0  »0  lO 

'^  g3  C-1  CJ  Cl  C^j  C^ 


528   196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


3 

a 

a 
o 
O 


n^ 


1-H  03 

,_, 

o 

o  to 

■* 

o 

t^(>j 

^ 

o 

'«*'  CO 

■^ 

o 

Ot^ 

>o 

lO 

ds 

05 

O) 

O) 

■* 

>o 

lO 

<N 

■<»< 

13 


H 
PQ 

Q 

o 

II 

"  s 

H 

u 
z 


o  c:? 

*•  en  Qj  H  ^-v 
„  -CI  e  3  >> 
x;  o  £  a« 


t^  05 

t^ 

g 

->}<  lO 

CO 

oic^ 

od 

o 

lOOO 

m 

o 

1^  t~ 

a 

c»co 

o" 

CO    1 

M 

1 

o 

<o 

§■ 

ss 

s 

s 

coo 

O  lO 
00  OS 

o 

38 

i 

oos 

o" 
o 

lO 

<N 

C3 

Sg 


g 

8 

i 

i 

i 

CO 

M 
05 

^. 

lO 

s 

i  03 


;h 


OS  a    » S    = 

-•y  c3  p-w  c  Coo 

"^  S  ^i  fe  o'  t^  o  en 

-^  C  .S  >-  Js  3  o  T^" 

a  (»  «  s  fi  E-i  a*^ 


II 


TABLES 


529 


%n 

o 

^^ 

C-l 

■^ 

•— ' 

^ 

a> 

N 

o 

^ 

lO 

o 

-^ 

o 

00 

■* 

^ 

r^ 

Oi 

Tt^ 

tP 

o 

<o 

»"• 

TI* 

<N 

m 

oo 

CI 

« 

K5 

o 

t~ 

•* 

00 

o 

CO 

lO 

CO 

05 

oo" 

t^ 

lO 

■>1< 

s 

05 

CO 

■* 

CO 

<s 

CO 

oo 

<M 

s 

oo 

TOM 

CD 

CO  r^ 

I^-^ 

00 

oO'-ioootoc^Oi-ioor-cot'- 

OOOOlCOCO'-HUOfOiOCD.— ih- 
,_H,— ("Tt*.— ii:DCC*^<^»Oa>CC05 

Tj<(Mcoor-o<-Hoooo)Oio 
CO  o  o  i-T  00  of '-*^ cf  oT ■^'"  uo" -^ 

COCM-^COTfC300COCiOOO^"2 
dOcOOit^Oi'— ''M'M'— '^^ 

^raOifMCOOOeC'MO'^CC'b-'— I 
00OO0iO'rt<0S00-^(Mt--«0 

(NaJi^t^ccocco6i>iTj3ocd 

oo  irT  1---'"  f-^  CO  t^ •--^"  wT  i^' o  r-^  r~-" 

CQCOoOaiOtOt^'O-^CDCOO 

oo  oT  Tt^*"  TjT  o  oT  ■^'"  t^"  ^  cd~  CD  CO 
OlOfCCOOOOiOOf-HCOCJCO'iH 
cO<NcOTt*cCTt«Ot-iOS^OiO 
i-h" l>  i-h" CC' O -"ir ■<}i' TtT CO" CO' Ci"  f-T 

ecOQCc-^»f:)(^t::'^oOQ0 

OOO'^CcOCS'OoOOiOOS'^ 

r^asc-iioccoi^i'^o'^OQOco 
tC  CO  "**"  c^f  lo  .-T  o  lo  "^'"  "O  t-T  CO 

I^OO'-HOoOCDOOCCOOit^*^ 
^  oT  ut"  CO  oo --h"  "^ '^  ^  O  t-H  p 

co'M'^'^c^ooooior-i-iost- 

OOfMC^Tt<i-«Tj<i-<CO<McOOiCO 
rH  OO  CC  UD  C<f  lO"  »0  lO  lO 'fjT  c«5  i-T 


0>        Od         )-t 


3-3    9 


S    S 


g       C!       O    .  C    .  d  r^"  £ 

°t^°t>:  °o  ofe  °S  ' 

flrHC^C       -C       -fit-,-! 


o3     .03     .o3rt  05-^  cJm  cS'O 


.03_.03rt(S-^c355=«!f5 

o    o    o    o    o    o 


1-- 


t^        t^        CO        CO         CO        CO 
CO        CO        C5        C5        03         o 

a>      o>      i-i      ^      rt      "-I 


i-H        CO        CO        CO        CO        i-l 


<u    ■ 


<-        <* 


So      o      »o      S' 


'tji        CO        CO        CO 


■3         C3 

6? 


.fci  a^ 


p 


€«  c/j  ^  aj  aj ««  «J  «/^  »3- «/J  «» «» 


^  03 

sag 

3§C3« 


is  c3      .4.-4         I 

■s2  3  >>*  ®   .   ■ 
°  .  S  «  g  a  1 


'-H'MCO'^iOCOt— OOOJO^C^l 


OoOOOOOOOOOt-t 

P0P0QQPQ0PP<1 

_OoOOOOOOOOOO 

■"  ■  'idddddcddd 


S       * 


t^Ot^0i0000t^00"*C0»OO 
OS-«*<(^OCOCOOiO-lcOCOOOCl 
Ol  CO  CO  "*  •*  -^  "^  »0  •*_  Tt^ -^  lO 

CO  CO  CO  CO  CO  CO  CO  CO  CO  CO  CO  CO 

r-<'f.f«rTt<'"io'co'"t-.''oo''oro  i-Tcq-'T^ 

O50305O3O5O3C303O5O)0>O5   (^ 

7'7'V'T'T'TV7''T"T'7''7*''1 


530   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


o 
O 


cO 


s 

a. 

■z)  >> 

s- 

-  a 

o 

c  •- 

•^ 

<D  O 

Q  .5 

«  I 

«=  i 

m  O  og 

•  W  ,2 
H 

M  .a 

(a  - 

H 


i-i  cq  2! -^  c^  W 

CJ  00  O -il*  Tj*  ^H 

^  1^  Cl   TjJ  OC  F-H 

00  00  CO  O  03  CO 

c»ca«oorj<oo 

O  CD  CCOOGC  O 
t^  r-  M  IOC*3  -^ 
CD  .-H  CO  Tj*  00  C^ 

ocTcoco -^-^ 

CO  t^  ^^  ^^  -^  00 
CO  •**  CD  -.O  T-H  -^ 


TJ^CO  >o 
^  coo 

■^  oco 


<N  (M  ■*  eo  O  CO 
CO  t^  b-  CM  05  lO 

CO  ^  r^  o  ci  CD 

»0  CO  -^  CO  CO  o 
CM  05  ■*  i-i  CO  »o 

o  c^f  lo  ^-Tod^io" 
CO  r>  00  00  r^-^ 

CM  O  .-t  00  Cl  CO 
O  CO  iO00<S"O 

^H  oo  -^  lo  CO  a> 

■^  CO  -^  Cl  Cl  CD 
CO  CO  CO  CO        Cl 


CO  ^  00  ^  Cl  Oi 

lO  lO  t^  CD  CO  CD 

O  Oi  OS  ■^  i-i  nI 
M*  ^-  t^  CO  CO  CD 
Cl  Cl  t^  <3i  ^  CO 

T-foi"  cooi"r-rcr 

<3  -^  Cl  CO  ^^  05 
05  Cl  lO  CO  »-<  O 

o  ooco  lo  irT-^ 
r^  lo  »o  t^  o  t^ 

t^  00  O  00  •*  i-H 


.-Hl-ll-lCl 


COd'flO 

odoco-^ 

t^  IOOO> 

OOOi'*  t^ 

r-reor-'oo 

CD  lO  O  TJ< 

COCl  t-li-H 

crcfcTcf 


St^O.-! 

eoeooi-c 


lo  lo  w:)  lo  io  * 
t^  1^  r^  (^  i^  h- 


W3  lO  *'3 

i^  r^  f^ 


^2 

■oag 


5  2a-t 


w 


•O  °oo. 
§  °  c«- 
S  O  S' 

ff)T3    OJ 


^■a^.: 


"o    . 


^^r:-— T) 


03  a  ' 


pi  "  PI'' 


A-     §15 


2-2  o  °  >> 

•2  «2  I  S 
•^    -  2  s  " — 

*■    m  a  t^io 
c3  S  C  3  Cl  7^ 

SCO 


« 


Oi  Oi  Oi  Oi      '  ^ 

c5  d  d  d    ;  d 

Q    QJ    QJ    QJ         '    OJ 

QOQOtgP 

O  O  O  003  o 

^J  +J  +J  -^J  ,-H  +-> 

d  a  d  d  d^ 


-if^ 


or  t^  Cl  CD  o  »o 

O  »00  tT  00  »-< 
CD  CO  l^  t^  t--  OS 

CO  CO  CO  CO  CO  CO      • 


wwwwww 


£3  C  S 
c«  C3  d 
l-sHsl-J 


03  o 


05  O  »0 
CO  CC  W  '^ 

lo  "0*00 

Ol  Ol  05  ""^ 
I      I      I 


CD  CD  CD  CD 


t>  O  O   O 

<a  <D  <s>  s> 
QfiPQ 
o  o  o  o 


OS  -^  »oco 
eooocoTji 


O'-HCJCO 

<0  '-O  1^  ':0 
0>  Oi  Oi  Oi 


TABLES 


531 


i-H  C^ 
CNN 


OOOQOO 
OOOOOO 

ooocJoo 

OOOOOO 
lO  O  O  OO  lO 

00  >— 1  o>  o  oo<o 
<ID  t>-  CO  05  O  '^ 


OOO  OOOOOO   oooo 

OOO  OOOOOO   

OOO  O  O  C)  O  O  O        ^-^  ._. 

O  O  lO  o  o  o>  O  O  O        OO 

OtOiO  iOOO»OiOiO        --■- 

00  CO  o  i-Tc-f  i-T-^ira  CO 

■***  CO  Ci  Tt< -^  00  CD  CO  t^ 

•-H  CO  CO  OS  "O  r-  Oi  f-H  r-t 

coo"r:r  c^f i-TiM*" 00  QoT 


OOOO 

oocJo 

OOOO 

lO  ^o  o  »o 

'^"eoco'"**' 

r-H  rH  CO**J< 

oo-^  t^ 
co'irTaTcr 

cO(N 


"^^  CO,H 


h-  CD 

o^ 

i-H  (M 

T-To 

OO 

o  »o 


2J  C^         CO 


gog 


CO  (M  r^ 

1-f  yD05 

cTo  in 

010  05 
I-^  00  o 

coS 


OOOOOO 
OOOOOO 

ooocSoo 

OOOOOO 
O  O  O  O  lO  lO 

CO  CO  O  CO  '— I  05 

^  CD  00  r^  <>)  .-H 

00  05  CO  IM  -^  CI 

CO  irT^^'^o  irT 

Oi  CO  OS  t~»  <M  CO 
CS  lOCO  -^        <M 


QOO  OOOOOO 

OOO  OOOOOO 

OOO  oooooo       ^- .-^ 

OOO  OOOOOO         OO 


5  o  »o  o  o  o  "^  *^  o 

Cft  CO  C'T'  ZO  tr^  r/i' m  t^  ZD 

OiOC^  (MCOKOr-HC^l 

•-I  CO  r-  00  o  c>  o -^  o 


CO  OCO'^'-'  ^ 

lo  CO  lo  --<  ^- ■<*< 


>oo 
>oo 

OOOO 
OOOO 
lO  lO  lO  o 

CD  tCoi",-r 

CD  O  t^  lO 

cO(N  Tjf^ 


<M 


(N  CO 

CO  00 
00  <^ 

CO  00 


IS^-n 


ogto  w 
■^t-T 


OOOOOO 
OOOOOO 

§'odooo 
o  o  o  o  o 

lO  lOO  O  OO 

S"or-^"co  o"c-f 
r^  oor^  o  00 

»0  CO  O  ^H  lO  «3 

or>rco"«"-«i^"h-r 

1^  t^  t^  OSOO 


O  O  lO  OOOOOO  o  O  O  tr^ 

OOO  OOOOOO  OOOO 

OQo  c5  o  o  o  o  o  o  o  d  rt 

oSg  OOOOOO  OOOO 

»0  lO  O  lO  O  O  O  O  lO  OOioo 

c^To'co  h^ororqoco"(>r  t-T^'rCi/^ 

o<£>c^f  cD^oc^^o  ^*Sa^^ 

Oira<D  o■«<lo^^^~^  ■<a«mBrj 

OOMTO  OOoot^Oirj  !oS 


^   ■ 

(« 

&: 

n 

3 

T) 

'    ; 

-O 

o 

« 

s 

i    ! 

fl  o 

03 
T3 

J2 

3 

T3    I    1 

o  o 

1) 

a 

>> 

•3 
■a 

OOO 
S)      .      1 

a 

Ot^ 

03  a  ;   ; 

■   ■ 

o 

'   ' 

Ci  o 

§5 

^  ^ 

s  § 

P2; 

S 

05 

o  o 

Oo 

Ht>I-j 

c  a 

c3  03 

^sa 


WW    w 


CO  t^  ^x) 

CD  CO  o3   O) 

77fl 
«Wt) 


OOOOOO 


til  i  = 

■ci-«ooi:2 


ooo   OOOOOO  odd 


o  g 


o  o  o  o  o  § 


a. 9  r 


6? 


,yj:i±i^J:;<u'-3>>3odo' 
a  Eg^^^^^-^  ao  ^■OtJ'd 

'H  -r^ j-j  o  ^  .s    ;    ;    I 

1  !  I  I  ;o  ;  :  I 


05  O  003      I  2 

c5  d  c5  ci    1  o 

cj  oi  <D  aj     'I* 

QQOQgJO 
o  o  o  oa>  o 


jl-5l-^>-)P^ 


05  CO  O  05  O  ^ 

1— I  CO  ^H  lo  o  r^ 


Oi  03  O  O)  05  05  r 

777777 

MMWMWW 


0)  03  °? 


S  03  3 


oooooo 

*CCJ '^  "TIJ 'C3  x) 


O  w  (M  OC  ■*  S? 

CO  cooco  CO  5£ 

c5  d  d  c5  ci  > 

o)  ai  oi  ©  <c  o 
QQPQQ2 

OOOOOO 


col-li-j 

2  o  o 


033         rf^c3o3o3o3       /*.03c3 
^^  >-!  1-s  ^^  l-s  Hi  ■ 


sea 


Q 


CO  cc  r^      o  ■<*<  00  c^  t^  ^H 

t~;OOC«      ^0500SOOf-t 
CO  CO  CO  ^«CO  CO  CO  ^  "^  "^  ' 


OOO      . 

.  T-H  r-H  ^    O 


®  §M 


jO»-tC^lCOT}<u-5   OutJCOh-  I 
.COCOCOOCOCO>^COCOCO  I 


00  05  05  CJ 

io>oio^___ . „ 

777     777777     777a 


Eh 


277-468—68- 


-36 


532   196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


O 


§§s 

oo'o 
000 
000 

c-foc'cn 
cc  t-o 

CO  »0  '<»' 
0«3     1 

g 

0 

s 

?5 

10 

CO 
0" 
CM 

10 

(N 

■«< 

1 
00 
rj" 

>o 

•0 

00 
CM 

OCM  C-J 

0 

0 
0 

S8§ 

s 

s 

g 

.-loc^i 

t^iOOO 

CM 

i 

§g§ 

0  irao 

0 

s 

0 

CO 

05 

s? 

0 

58§ 

■^  '^  tT 

1 

CO 

88 

1° 

CO 

0 

00  t^ 

00 

i 

a  c?  . 

'   ' 

3  n>> 

•   1 

0^*j 

S^^'C 

1   I 

^55 

;   ; 

73  c3  a 

d  d 

■v-a 

0  0.0 

1      i 

03  fe  g 


o 


o  o 


a 

Q 
O 

H  c 

H 
cn 

H 

a 

H 
Z 


o  o  0)  a,    '    ' 

o  :  ; 


Qoi 


n  *  c      II 
li^S     ;  : 

w  c3  oj  c3  <C  ^o  CO 

S  S?  3  >>c:22 

T3  ^ffi  S  3^^^^ 
oi  i-c  .12  D.i-5 

P5 


S    6§ 


<X>  COTS 


;§  -    a 


<g    CO    P 


22'o 
V  I  c 


^     H     E-i     ^ 


§2 


TABLES 


533 


soooooooooooooooooooooooooooooooooo 
>oooooooooooooooooooooooooooooooooo 

JooocJoooooooooooooooooooooooooooooo 

500000000000000000CDOOOOOOOOOOOOOOOO 
30000000000000000000000000000000000 

.  CO  oo  CO  -^  t^  ^*  I--  T-H  .-H  CI  c*J  CI  00  -^  c^i  -ri  <N  C4  -^  t-'  t--  r-  t^  t  -.  t-- 1--  r^  t^  1-H  r-t ,--  .— I ,-( CO 

^»-<05CO>-i"<*'-^"^'-Hr-4C^C-iC^Oi"*(N'MCN(N00505050i050300aOl'^05030iOieO 

fuf  c^"(>f t^c^'c^c^rooTo oocfcoo  o o o ^ooooo 

■4t--iOi-t';0'^'<**-^c0'^Ci0C000CCO0000G0a0<NCOCO<0:D':0cOc0CO^"*cD':Dc0^00 
^  CO  lO  CN  ,-1  rH  Tl  ^  03  OS  lOi-*  C»  t^  lO 


Oi  *0  !>.  t- 


>oooooooooooooooooooooooooooooooooo 

JOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO 

JoooooooooooooooooooooooooocJooooooo 
3oc:>oooooooooooooooooooooooooooooooo 

50000000000000000000000000000000000 

■J"  o  oo' ^-^  t^  ^ -^jT  ^' i>r  i>r  ^-^  r-^  rJ"  ,-H  00  t^  r-T  tC  tC  CO  <o  CD  ;D  o 

■fi-HCifOrHTt^'^'^'— t.-ic-i'Moios-Tt^iMcNcNcioaiOiOsasoosoiaioi'^csoiOsas'^ 

r  u3  C^' C^"  ^^  N  (>l' of  oT  oT  O"  o' O' CI*  CO  O*  O' O  o' '^' O  O"  0~  O"  O  o' O  o"  O*  o' o' Oi"  o> 
■ir-.tOr-iO^'^-^OcOQOOOOOCOOCOOOCXJOOCJCOOcOcOCDcOCDcOCD'^OOOc^OaO 
■4COOC«i-ti-lr-lr-t050>  »Oi-l  GO  t^  CO 


oddo  ooo  o  odooooodododooooooooddddddddddddddd 

'O'O'O'^  'O'O'O  'O  'O 'O  "^ 'O 'O '^ 'O  "O 'o 'O 'O  X3  X3 'O 'O 'O  ^O 'O 'O 'O  t3 'O 'O  "^ 'O  x!  XJ 'O 'O 'O 'O 'CJ ''3 'CJ -O 


Oi  OS 


r^  f-  i--:o 


OSOOO  c^o 


»-<(MCO'^*OCOt^OOOlOOlO'— iClCO'^WicOt^OOOOOO'— 'OcO-^iOCOI^OOaiOi— ICO 

^--t^^^^--l^^-.r^t--I-~co'^t^^-^-t^^--l^^^^-•^^coco^-^-•^-^^t^^-^'^^co-x>t--r^^^ 


gO>  OiO5O505OSO50SOidOiO5Oi0iO5Oi05050S05O>C)05OsOiOiO>05O>05Oi05O5OiC5C 


o  oco  S 

I  ^  S3 


tig 


;   ;   ;   [en 

I      1      1      1 1^      1      t      r      !      i 

J  J  J  Jo"  i    1  J    !    ! 

.    .    .    ,o 

d I  3 

t-5 ■        .        .        .1-5 


)cc-^":i'-or-t/iOi0050^c^icc-^iocDr^ooco050'-*'McO'^' 


.  1^  t^  r^  CO  ^  t^  r 


•  t^r^i^cocot^t^r^r^i 


>Oi030iOi0503050i05CS05050SOiC5050iOS030>0505'7>OSOsOiOiCiOi050i050iOS 


Qj  a>  oi  03 

CdCQCOM 

NOONOOVfSSO 


QP  03   QP  03  O  I 

0)03030303030303030303031 


534        196  7    REPORT    OF    THE    SECRETARY    OF   THE    TREASURY 


3 
a 

'-*3 

a 
o 
O 


s 
e 


at  c3 


oooooo 
oooooo 

O  O  O  O  O  C) 
O  O  O  O  <=>  Q 

oooooo 

C^  C^  'M  C^  (N  O 

»o  »o  io  r-  »c  o 

lO  »0»0  O  iCO 

CO  CD  (£)  C^  CO  iri 


oooooo 

o*  o  o'  o  o*  o 

oooooo 
oooooo 

t^  rC  h-T  r-T  t-J^  o 

C^  (N  iM  <>)  <N  O 

lO  ^  lO  »o  u^  o 

lO  >o  iC  lO  »o  o 

,-H  rH  .-t  ,_(.-"  O 
CO  CO  CO  CD  CO  <M 


CO  I--  i^  t^  r-  c 

Oi  d  Oi  Ci  Ol  c 


3  2os5  od  dog 

C    >L  o>       '       '       '       <       ■    t- 


Sf::* 


<3  lO  OO 

COl  OO 

ot>:         OO 

8-H         So 
CO  OO 

OO'  OO 

—  OO 

OO 

28 

C4 


Ol-H 


1 03 -g 


;  ci„- 
i  >>a 


SS     i'S^SC: 


OS*-*  0S05      -M 

OJCQ 


feSg 


COM 

05  en 


C3 

d 

n  a 

1-5 

§ 
•n 

> 

£..St 


C3^" 


•S  o  m  cao 


•op 


■go 


TABLES 


535 


oooo 


<N  lO  Id  I> 


oooooo 
oooo  oo 

oooooo 

C)00  CDOCD 

oooooo 

T-rco,-rr-r.-H  oT 

iTO  CI  CO  CO  CO  t-- 

,-H  (N  rH  .-H   r-l  .-H 

■Tt<  h-  ■^  -^  ■^  1— I 


ooo 

ooo 

ooo 
ooo 
ooo 

o^o-foo 


OC 


SCO 


OOOOOO 

OOOOOO 

oc3o  o  oo 

OOOOOO 

oooooo 

co"o,-r,-r,-rcr 

00  rM  CO  fO  CO  t-- 
CO  <N  -H  i-H  i-H  i-H 

"M' CD  CO  «0  O  lO' 


i-H  I-4.-I  <-H  CO 


i  : 

CO  o 


22      C 


^-^  ^^^  rt^^r 


So-gil  C3  ®o 
S  a>  S  ra  o  03  o 

-S  S  £  5  >.a 


OrHOS  C<I  «  -^ 

i^  i^  o  t^  r^  r- 

Oi  Oi  Oi  '^  ^  ^ 


a  a 
d  d 


.O  gcc^ 


CO  d  fi  ^ 


^> 


t^  r*  r-  r- 

0  0)0  0) 


I   CO   CO   CO 


OJ  ©  o  a> 

'C  'C  'fc^  'Eh 
<D  O)  O)  O 
MCOCOM 

wcocooa 


C^   ^  di  CO 

So 


h 


•a  d 


r^  t^  eo  t^  t^  r^ 


.2.2.2.2.2.! 

'l-l  'U^   '(-<     f-l     tH     i 

I  o  Qj  a>  a»  < 


mtamtacQaa 


536 


1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


T3 

03 

a 

c 
o 
O 

f^ 

cT 

GO 
<a 
S 
S 

o 

CO 


s 


CO 

m 


31 

o  g 

^1 


0^2 
<1g 


a> 


S  o 


Q 


ooooo 

80  O  CD  CD 
OOOO 

^  f-H  0»  '-I   t^ 

«D  O  »0  O  Ol 

CO  COO)  00  (M 
.-<  O  C^  O  l^ 


ooooooo 
ooooooo 

ooo  c>oc5o 

ooooooo 
ooooooo 


ooooo 
ooooo 

oo  odo 

ooooo 
ooooo 


OOO-^  O  O"^ 

ooood'o'opo' 


ooooo 
o  oo  ooT 


00  00  CC  »n  O  00  00  OOOOOOCOf-H 


oooo.-iot>. 


OOO  005 


i-<  ooooooc 


8  OOOO 
OOOO 
OOOOO 


O  ^  (M  r-H  t^  _ 

CI  O  >0  O  (N  lO 

CO  oo  O  00  -M  (M 

CO  O  CI  o  t^  -^ 


c>  ooooooo 

O  OOOOOCDO 

C3  ddddddd 

O  OOOOOOO 

O  OOOOOOO 

r^  F-rt-r^'-^t-r^o 


o  o  o-^  o  o  o 

ooo  00  do  CO 

CO  00  GO  lO  O  00  CO 
O  O  O  X-t-t  o*-* 


ooooo 


OOOOO 

o-d'o'o'-j'' 

0>  O  O  O  CO 
0  0  0  0  05 

CO"  CO  co"  coos" 


ooooooo 

'O  T3 '^ 'O  'O  X3  T? 


ooooooo 

r^  ^  'O  n3  '^  "^  'O 


)0  03 


3  a^s 
5    rt 


Ft 

.. 

c 

o 

O 

"^ 

03 

•a 

3 

o 

CO 

cfl 

>. 

1 

>. 

rrt 

■-< 

y 

ai-> 

;  i  :  i  igo  i 
o 


1^  00 1^  1^  I  -  t^  t^  t^  I--  t^  r^  t^ 


CO  O  O  OCO 


H 

H 
Q 
O 

'^  S 
■  u 
H 

w 
a 

H 
H 


.2  o  S  ■«  -o 
> 


o  OCO  OCO  o  d 


M      ;5Ci     i-H 


ooo  O--'* 
to  O  I  ^  1^  t^ 

ooooo 


o  or*  00  »c  CO  o 
1^  oo  t--  i^  t^  t^  r- 

OOOOOOO 


l-c  3o 
a;  CO  w 

t3  a 


'C  Xh  "C  'C  'k4 
o>  ^  o  o  o 

CO  CO  CO  CO  M 
c  ^  ^  ^  ^  ^ 


•si 


CO  03  CB  CO  CO  CO  CO 

Tt* -^  CO  CO  CO  CQ  N 


i^  r^  t^  t^  r--  tJ 

Oi  Oi  Oi  Oi  Oi   rf   "J 

a>  a;  0^  O"  oj  c/)  'X3 
"C  'C  "C  'in  "C  £P  05 

Q^  O  O  0^  OJ   H   b 

CO  CO  CO  CO  CO  "p  2 

^^^^^M  O  I 
ClClM<Ne^'3  m  OOl 


6§ 


TABLES 


537 


oooooo 

o  o  o  o  o  o 

oooooo 

oooooo 
oooooo 

CO  CO  CO  CO  CO  •—• 
CI  C-1  (N  CI  C^l  i-t 

05  OJ  Oi  Oi  05  CO 

CO  CO  CO  CO  CO  00 


oooooooooo 
-oooooooooo 

oooooooooo 
oooooooooo 

0>00000i0000 


.  r^  r-  r-  r-  r 


r^  '^  oi 

00  Cl  o 

CO  odco 


o  o  o  o  oo  o 
o  o  o  o-  o  o  o 

o  o  o  o  o  o  o 
o  o  o  o  o  o  o 
o  o  o  o  o  o  o 

o  o  o  o  o  oi"co" 

O  O  O  O  oo  CO 
^  '-'  "-H  i-H  1-1  t^  O 

CO  co'co" CO  CO  t^ cT 
t-- 1^  r- 1^  t^  ?D -^ 


OOOOOO 

OOOOOO 

O  OOO  C)  o 

oooooo 
oooooo 

CO  CO  CO  CO  co'-*" 
CI  C3  CI  (M  CJ  ^ 

O  O  Oi  05  O  CO 


CO  CO  CO  CO  CO  CO 


OOOOOOOOOO 
OOOOOOOOOO 

OOOOOCJOOOO 

ooo<ooooooo 

OOOOOOOOOO 

coc^'o  o  o  oo  c5"o -M 
loosoooooor-o 

to  C^"  CO  lO 


2S  2S'=*0'==> 
o  o  o  oo  o  o 

o  o  o  o  c5  o  o 
ooooooo 
o  o  o  o  o  o  o 

Q oo  o ocTco" 
ooooooo 
'-•  ^  —^  -""-H  r- Oi 

CO  CO  coco  CO  t^oT 
W  t*  l^  t-  |>  CO  ■* 


.Si  .2i  .Sh  ' 

"C  'C  'fcH  'E  'C  'C  'E 

03   Q^  QJ  QJ  CJ  QJ  0^ 

cc  cQ  c/}  CO  c/a  OQ  m 


CO  CO  CO  CO  CO  CO  CO  CO  CO  CO       o 


538   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


IS  ^^ 


O  QO  OOO  O 
O  O  OC3  O  O  O 

o  ooo  oc5o 

=0300=0 

o  o  oo  o  oo 


c;  05  o  X -^  -^  -f 


CO  « ro-*  CD  CO  o 

.-H  r-*  T-H -^i* 


oooooooooo 
oooooooooo 

oooooo'ooo'o 

oooooooooo 
oooooooooo 

crrccCfOcocoroco?ocD 

■^oooOoooo.aoaOGOooo 

in  I -* I -T I Ci C t-T tC |C o  CD 


oooooooooo 
oooooooooo 

O0O0OO00C5O 

oooooooooo 


OO 
CD  CD 


•DCDCDClOOiOSOi 
-*-5>M-  —  CD  —  -Hio 


JCDCDCDCDI^iOMCCGO 


O  OO  O  O  O  O 


O  O  O  O  OO  o 
O  OOOO  OO 

>oo  oo 
?  o  o  o  o 

5  O  O  O  O) 

CD  CD  CD  O  CD  CD  CD 
05  Oi  O  00  -^  "^  -^ 
CD  CD  CD  -^  Oi  OS  Oi 

CO  C*5"  W  ■^"  CD  CD  CD" 


ooopoooooc 


OOOOOOOOOO 

CDO'OCJOOOOOO 

oooooooooo 

OOOOOOOOOO 

c-fcoMcococorocococD 

lO  r^  I  -  t^  1^  t^  t^  t^  1^  rf* 

■^OOOOXOOOOQOGCOC'OS 

lO  t^i-^r^i-^i^r^t^cD  CD 


O  O  =■  O'  O  C:   OOOO 
000000=000 

o  o'  o  S  =  S  S  =  c=j  CO 

CD  CD  cd'  CD'  cd'  CI  Q  Oi  O  oi^ 

05050>05C71»OIOOOQOC-| 

CO  CO  -.O  CO  cd'  1^'  lo'  CO  CO  00 

OS  C3  OS  OS 

COCOCJ 


■o  c 


»  C  s 

S  2  =* 


r  CO 

•-5  C3S    OJ    ^  .^    K% 

Oo     ^ 


oooooooooo 


SOr-CC 

sr-i^c 

s  OS  OS  c 


o30    ;    ;    ;    ; 

so  p".-iCCOSO 
:  r^  C  ojoo  CD  CD  1^ 

SOS  4)  f-;OSOSC3SOS 


1-IIMC 
OSOS< 


OOOOOOOOOO 

T3  'O  T3  '^  '^  'C  '^  'O  'O  "O 


(NCO-^iOcOh-OOOsOOO 

t^  I-  1^  r^  r^  r^  t^  t^  00  r^ 

OSOSOSOSOSOS<3SCSOSO> 


n 
a 

si 


o»2 


>  O  O  O  O  O 


-H  GO  osO  wc 


5'C'O'O'^'O'O'O'^'O 


I   CO-^  WDrH 


c^cO'<i*»ocor^ccosooo 

, ,      .      .     .      ,      -  l^I-1-l-l-l^l^l-OOt^ 

OsosOsOscsosOs  osososososososososos  ososcsososososcsosos 


>  CO  t^  t^  I^  t^  1^  t~  I 


a    .a 

*"  ;^  ^ 

*j  g  a* 

i3  OS? 

-So 

5 


oj  O)  oj  o  o  a> 

eries 
eries 
eries 
eries 
eries 
eries 
eries 
eries 
eries 
eries 

(DQ:ia)a.aic;oa>a)o 

tM      l-l      (-1      (^      t-l      (-• 

OCUOC^flJQJOJQasCJ 

o^cococorococococbco 
W 


C*DCCCOC*SCOCOCOfOCOCO 


TABLES 


539 


oooooooooo 
oooooooooo 

oooooooooo 
oooooooooo 
oooooooooo 

fsTr-TorooOOOOO' 


J  O  O  OO  O  i-H 


COOrOiMOlOOOiOJOl 
CCCOi-iCOCCCOCOCOCO 


OOOOOO 
OOOOOO 

oog3oc5o 

OOOOOO 
OOOOOO 

t-^  r^ -^ -^iT  (>f  o 

in  lO  -^  -^  O  --t 


O  O  .— <  <<J4  to  CO 


OOOOOO OOOOOOOOOOOOOOO 
OOOOOOOOOOOOOOOOOOOOO 

OOOOOOOOOOOOOOOOOQOOO 

OOOOOOOOOOOOOOOOOOOOO 
OOOOOOOOOOOOOOOOOOOOO 

lOOOOOOOOO 

icccococooocccccoooao      io»otOicioiotoio»o 


CsqoO'-iC^l  1-t  T-H(M(MC<lC^CNC^C-lC^OO        OOGOOOOOC>OGOOOC 


OOOOOOOOOO 

oooooooooo 


>  o  o  o  o  o  o 
>Qo  oo  oo 
3  o  o  oo  o  o 


oooooooooo 


>  o  o  oo  o  o 

>  o  o  o  o  o  o 

>  o  o  o  o  o  o 


(M  O -^  O  O  O  O  O  O  O  1— I 


>  O  OS  0>  OS  O  O 
- 1^-  r^  t--  r--  1^  r^ 

)  CO  CO  CO  CO  00  CO 


O  O  C300  o 
OOOOOO 

OOOOOO 

O  O  o  o  o  o 

OOOOOO 

i-^  t^  Tt<  ■Tj*"r>f  o 

"O  ijO -rj^  Tjf  O  •-< 
CSKMOoO-*  .-H 

o  o  i-T'^co  CO 

•-I  i-t  <M  00 -t  c^ 

COi-t--^ 


OOOOOOOOOOOOOOOOOOOOO 


OOOOOOOOOOOO 

oocJooooooooo 

OOOOOOOOOOOOC 


oooooooooooo< 
<N  o  o  o' c:>  o' o' o' o  rH -;4" , 


ooooooooo 

OOOOOOOOCJ 

—  -^ooooooo 


50000000 


C-l  Q0r-(r-(T-li-H.-lr-IWi-(C^CNOOOOOOOOOO 

O      C^CO  coco  COCOCO  CO  CO  CO  CO  »0  u^iO  lO  »0  lO  »o 

r-H      ^H  CN  (N  C<l  Ca  (M  (M  C^  (M  O  O  00  00  CO  oo  CO  CO  CO  00  CO  oo 


oooooooooo 


o  O  O  o  o  o 

X)  tJ  tS  173 'C'd 


O  OOOOOOOOOOOOOOOOOOOOO 

'O         "^ '^  t3 'O '^ 'O '^ 'O '^  "^  "^ '^ 'C  "^ '^ 'C '^ 'O 'O  xi  t3 


oddood  d  OOOOOOOOOOOOOOOOOOOOO 

'^ '^  X)  1^  13 '^  '^  'O  xJ 'O  T)  XJ 'O 'O '^ 'O  "^ 'G 'O '^  "O  ^O  t3 '^  TJ  "^  T3  Td 


tot-ocooOr- l'^^coTt^ 
w  I-  t^  «5  o  I-  r^  t-^  i-^  t- 

OSOOOSOiOciOSOiO 


^  P  =3  ^  .. 

J  en  C3  CD  :0  t^ 


I  d 


;ao 


-=-  rtS  -^  "J  '--J  ©  30  t—  r--  CO  i~^  "^ 
2S  ^.2  >iS5S^^OiOsOi 


rt 


3    C,-i--    fZ?  '-' 


.^   ^^O'-KMCOTt^iOCDI^OOOOOiO^fMCO'^iOcOr^OO 

r-  P  ajt^r-.r-.r-r-r^t^h-i^t--oocor--t^r*r-r-i^r-t--r- 

05  '^  (-'OiOSOiOiOsOOiOi^'^dOsOiOiOiOSOOiaiOSOS 

o 


■OOOOOO 


CD!^  O 

b-  t^  l^ 

0>  01  OS  c 


)  O  O  1— I  (N  CO  Tt*  -I 


s  s 


j^j_(^0i05000i0i0a)         I 

a>  o  a3  .S  .2  ."^  .^  ^  ."^  O)  ^  a;i  ; 
CO  CC  CO   '—':-'%^'C>'^  *C  'C  T-  "t^  C 

COCOCOCOCOCOCOCOCOCO  2   O"-" 


CO 

to 


CO  r-  t^  CO  r^  CO 

01  05  CI  Oi  Oa  05 


o  ! 


<U    (3J    tU    gj    Q)    g> 

"ir!  '5  S  '5  '^  '*-- 

QJ  03  O  (D  O  03 
CQ  03  OJ  CQ  03  CO 

O  •**!  -^  ■**<  ■^  ■^  -^ 


O»-HC^C0-^>OC0t~-000SO 

t-.ir^r>-h-t--.r^i^r--r-t— 00 

O0i0S0sCf>0SO0>0iOO03Oi-HC^C0Tt<i0C0t-»Q0 
r-(i-ii-(i— if-tr-*.-).— (1— i.-ir-*or^t--.r--i>-r^r^r^t--r- 
tn  m  OT  m  m  en  m  m  en  m  «]0S0s050S0S0s0sa50S05 

^  o)  cp  c;i 

CGOlCOCQCOCOMCQCQOQCZi'"" 


a>  O  <D  CD  .i5  -S 


540   19  67  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


O 


o 

GO 

e 


s 


35 


o 
o 

CO 

00 

S 

g 

(N 

lO 

o> 

r- 

00 

s 

C<1 

lo 

Id 

cS 

to 

C-) 

in 

?3 

!        S 

^ 

i       8 

o 

I   ^ 

i 

TO 

o 


H 

a 
O 
o 

ea  ® 

H 
tZl 

H 


l-O 


S3 


2     S 


•3     &^ 


2  3 
9  °ri 


ss 

^ 


1  P  >  > 


S3 
o  o 
Eh 


TABLES 


541 


2'3 


oooooo 
oo  o  o  o  o 

O  O  O  Q  »rf  O 
lO  O  O  O  (M  1^ 

lO  Ol  O  TJH  o  o 


ee**  CO  ^  -^  r* 


k<^      I   (O   „  0)        ^ 

«^  .  "'§  >   s 

<B^    M.3^   CO  d 

■"  0^3  >  CO  'J5       « 

wg  a  i   •  § 

a>  ^  ®  o^co  n 

fc-   (D  J_  Jh^'  C 


ooooooc 

(NOOOOOC 


-^t^OCOcoOiMW 

r-T  ^  b-T  ^  oJ"  lO  o  r-T 
•*^ioe<30.-i>oeo 
t-Tm  ?;  ^Oi-To 


o> 


g  a  ^ 

^  O  i- 


1  '.2;^.i3S.S 

w  O  c3  03  g  .-(  tj  S 


®  OiJ"  3-Jg  3  3 
!lft§M  2  S  3  d  c3 


>ri    r-i  u 


O        Oi-l 


<1 


e  s's 


<1  a 


ggg- 


■«  >-  >.03 

^-^•^  2 

•S  S  9  2 
"^  o  o  n 

aij3  „'§ 

«5.2  o 


ss 

5 

0 

s 

8g 

s 

gg 

to-* 

0 

00 

00 
CO 

too 

0-* 

WD 

2§ 

ii 

to 

•0 

OJ 

05  01 

So 

i 

000 
coos 

^ 

CO 

:?s 

"^ 

1 

s 

o)  o 


■^b 


>3^ 


O  <» 


*^^o> 

ta  ri 
013  CO 

>   CO    9 


o  ®'C 

■^■^  m 

S^OJ  § 

3'5  aj 
m  q  to 

rt  ■*  a) 

03  C3-" 
^  m'O 
O  C3  3 

oT  . 
— —  CO  00 


lO.t^COOO 
O  •"•  OS 

P  t^  O  o 


S  O)  >'3 

.„3£2 
°Egrt3 


..2^.2  §:"" 


C3  3       -fcj 

fD  go3p  s   -isS 

oil1|l!i-.rg 

•3-Sc3-3lt3co°t.hS? 

■i^  •ip'^gosS'S 

£  «      M  uoo>« 

a        a    hJ^>^'^'^ 


•-0 

S§ 

t-o 

.0 


•  CO     .  m        cu 

03  'S  "Jg  'S  -ij  .2 

M  MM  mS  ^ 

S;3  52;§^3 

3^3^!^ 

S-r?  CO-— C<1    Ij 
>CO  ® 

;oo  > 


55  oc 


d    t; 


(N^^, 


Jo  O  CD  O  rsi  2 
^  03  .03SO 
3  .  Cc<l  • 
•3  bO  3  MI'S  _, 


^  3^  3 


a  05 


o3  3 --'  3  03  "«<  a) 
'-'o  >>o---   .  > 

S  «  2  ®  ®  03  §3 
o~  S-I  o§  S 

c  o  tS  c  •-'^ 

■^■3  o'3  53  §2 


03.1 


03.: 


gsg  5.201 

■3525  — «j' 

Th  O  ^  03     •  '^ 

2  i  S  i  g'f= 

O      |i(      iJ 


CO  0 

Op, 

cs 

r/i  a 

J2 

i-'-S 

2^3 

0:2; 


542   19G7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


130 

c 


is 


gs 

« 

2g 

(MCD 

g 

i^' 

§ 

?! 

m 

n 

«rt 

a 

§ 

C3   U 

(U 

^  3 

X) 

be 

^H 

"O 

o 

^ 

(U-O 

Ii,H 

lOO 

ooo 

OO  -^ 

SIS 

ooo 

53 

ii 

CO 

CO 

§•2 

<9s 


II 

•OS 
■o  >> 

o  ^ 

o  o 

c3h 


rt 


si 

C3  o 

So 

U'A 

S  o 

tCiP 

s« 

|c 

al 

a  ■*-* 

wTJ 

Sxi 

«.^ 

o  a) 

P  o 

.g-a 

&3 

'"'tJ 

—  "O 

■*-*  a> 

03  ^ 

^Q 

Eh 

S    ^ 

2§ 

OO 

2? 


53     s 
i-o"    s. 


3        CO  SO 

g  -c  2  .s  2 

'o"  >'^ 


•,'■■5     &  3    'C 


5  o«  " 


>  03^ 


•2  S  fe  o  5 


?5 


a  »  _x  ^  "^ 


b  s  ??  ^,g 

O-cn  Jr.©  © 


°2  =  >§ 
«  a.a  CO    . 

^  m-COQO 

a  22  c^o 

S  ^  Sco2 
.c  a  -t^  "o  _ 

"-•  5  iS^oo 


0-.   u 

-■« 
'-'  a 
>.« 
c:  a 


.S|D5|2|So.b8 


5  a  6- 


's    «  o._3  >.  i>.'S  ^  s  ■;!  2;  a 

o     .2  a  ©.5o  .  -  r  SH  2 


'la 


"CM  O  S 

*'*j—  a 


a>  , 


^D  o 


S'S 


'"a«0° 


b'g'*"  o*^-^^  0.22 
/  t-i  u     tr  ^3  — 


a  >. 


rt  a)  o  a  5  u 


•2"S§ 


^«-^£fe  ©K.0.2 


;  c3     -^  -  c '- 


t-  "S  « ■£  Ss  ^ 


;  c3   . ,c -s 


Ot3 

03  2 


t3  a> 

tfE-i 


'^.a'o  D-co 
go  •;?<!«' 

>-a  c  % 

SM    03^   COM 


_  . _^       a—  Ol 

^„  r  Ss  "^^  S  2  --S  d 

""co>_-a«  c3  o'k.2'^ 

et.Oajcco5g>>'2 


'  "^  T '?!     ai 


03  O 


o  -S  .5  c  .a 

^  ©  cj  o  a 
a^-- a  3—  o-a 


^1.  t>r'  ©-=  fco 


5-    33-    Ch"    cSafat; 


;->1  *pJ^ 


i»  en  a> 


r*3'3     o*^ 
t3  3      "0  3 


is    -2 


~x:o 
05  ?!  t^ 


3  t> 

C  -Cin  o 

O  tJJJgco 

C3  ©  °  ?3 

a  ?,'S-^ 
o  SSw 
rrt  '^  c«  a 


.°  ~r 


CO  5: 


■a      u  d 
''^     "2  § 

O         (Do 
O  Mo 

a  ca 


t-  a 


3        03""        03"^        g  I 


5  i 

So 
mg 

a'2 
2  g 


Ira     "3     "5  fe' 


1^     a  3 


>^' 


a  '  \i:^  CO  rt  t  «  a5 

^"oeoOg-rt  -j^ 

M  >.'>.^  -S  >.  2  -3 

:ti>o*^*^^'-cn  u 

t;  ^S  a  ha  <°'i'  X 

3o2-ab---aS  In 

aE-'K'^  S  °o  S  '^ 


"S    -g 


;s    ss    ?! 


o  cj 


a  o> 
3  >. 
2  ^ 
0i2 


a  Qj 

3  >> 

2  - 


a  >> 

3  t, 
o  ^ 


.—     <a      aSatDoj^p-is^o       .*j 
Jco     'to      fe^x^-aT^natoiij     00  — 

:2     "         «-ao     i;-^"2§     o>  3 

3g      -^       oSc3.2M-Sri    -S""       2^ 

coaSiTS'S-Sg^S-^jj^QjOTO 


3  a 


gs 

i'S  1^    g2 

«"§  Srt      c^ 

£  ^  "     a  a 

ox:  Or; 

0*J  OS 

to  ^  »o 

r^-  3  ^-  a 

M  ■-•  ^  -a 

CO  fcfi        CX)  bO 

i-T  3  «■  a     (-  s 

^3  .-^'s  .as 

a  3  3  5  g  a_2  " 


■OS 


•—  .         © 


cjc— c3c:>"gos 
to  Ot3  to  OTJ  a)*^ 

+^cor^+^co^a>'QS 

Sf^  &2  »i^«£  g|^  c0.a  io.2  ^O.S-|o.S-^«.^  g 
■a  o  « 


mS       S£       m  ^ 


„_  do 
;^    PS 


TABLES 


543 


pq 

6§ 

ftii 

;s; 

ad  osfl 

OS    •"    • 

sago  , 

^  2g  ^ 

a     rs-^     •■ 

.S  C3  dJ  (JJ 

a  '^'^  ? 

cg"^^ 

-^•o  !?-Q 

»5  t»5 

30  as    - 

!aa 


«  c  p  r^ 


3  o 

^T3 


.3  I 
CO 


05  OSC^  CN 
O  O  ^O  ;D 

CO  CO  *0  lO 


Oi  Oi  Oi  3 


CD  :0 


■-<  "-I -<  CO  C<5  W 


s  . 

CO       O    I  10  o 

2co  gMco      o>a^      to 


'O  T3  "O  'O  'O  "O  '^  0^ 

000000  o o 

m  CO  pq  pq  cq  cq  m  13 

?4  C^  ?^  (M  (M  ?3  (M  -M 


a  d 
o  o 

MfQ 


0000  -^  ^ 


COCOCO     CO 


3  ®  r^ 

oOS  j5 

m  «  g« 

<»  3  o  o 


'2oooooo3ooSo«a3feo'2°°'Ho 
gpqpqpqpqpqoZlZO^ioOOpqgZ^lgcQ 

CO  c^  (N  (N  (N  'M.co  <y^  <:f:>  c<^  cn  -^.co  co  (N  co  cO  cq  cc  go 

<M  (71    (M  <M  CO        CO 

CO  O    CO  CO  CD        O 

01  Oi    Cs  OS  Oi        Oi 


:s  §  s 


3X!  OT) 


§9d- 


5-i  t;-Ti         =• 


> 

r^ 

Jr; 

PTI 

T) 

0 

(^ 

i 

T3 

■s 

s 

O) 

fl 

UJJ 

G 

0 

T! 

s- 

3 

C 

3<1 

S 

;? 

^ 

T3 
CD 

G 

c-^ 

o  o 

_  ooas 


CO  00  Oi     05  CO        00  05  03 


r^    00 

OJ     C35 


000 

05  03 


tSTJ-a  -o 


CO  CO  CO     CO 


COCO 


544   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  35. — Description  of  guaranteed  debt  held  outside  the  Treasury,  June  30,  1967 
[On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


Securities 

Rate  of 

interest 

Amount 

Unmatured  Debt 

District  of  Columbia  Armory  Board  Stadium  bonds  of  1970-79  Issued  under 
the  act  of  September  7, 1957,  as  amended  (2  D.C.  Code  1722-1727)' « 

Percent 
4.20 

2H 
2% 
2H 
2% 
3 

3y% 

3M 

3ys 

p. 

3Vb 

4 

4H 

3 

3H 
3H 
3H 
iVs 

2)4 
2% 
2H 
2ys 
3 

3y8 

3H 

3% 

3M 

3H 

3% 

4 

4H 

2H 
2H 
3% 

4  * 
4^ 

2^ 

2K 

2% 

3 

3M 

3% 

3H 

3*A 

3% 

4 

4^ 

2]/i 
2% 
2% 

2y% 

3 
3M 

3% 

3y^ 
3ys 

3H 
3%, 

$19,800,000.0 

Federal  Housing  Administration  debentures  issued  under  the  act  of  June 
27,  1934,  as  amended  (12  U.S.C.  1701-1750g):3  4 
Mutual  mortgage  insurance  fund: 

Series  AA ...           .    

381,3,'iO.OO 

Series  A  A 

358, 850. 00 

Series  A  A.- .                                                              -._ 

239, 550. 00 

Series  AA .  .             .                  

848, 400. 00 

927, 450. 00 

Series  A  A . 

3, 267, 700. 00 

Series  AA .                                                   _.    -  

671,650.00 

2,504,700.00 

Series  AA 

10, 213, 600. 00 

Series  AA..  .                                                                          .      

21,847,350.00 

Series  AA .                                                   -.    

10, 555, 500. 00 

Series  AA 

16, 286, 150. 00 

Series  AA 

5, 555, 650. 00 

Cooperative  management  housing  insurance  fund: 

Series  NN 

2, 044, 200. 00 

Series  NN 

1, 164, 800. 00 

Series  NN 

808, 000. 00 

Series  NN 

635, 250. 00 

Series  NN _.      .      .                      .         .  _  

2, 872, 000. 00 

General  insurance  fund: 
General  insurance: 

Series  MM..                       .                                        .    

7,965,600.00 

Series  MM.. 

1, 300. 00 

Series  MM 

691,350.00 

Series  MM 

36,900.00 

Series  MM .           --. 

39, 050. 00 

Series  MM 

94, 550. 00 

Series  MM 

35,600.00 

Series  MM 

69,650.00 

1,256,500.00 

Series  MM 

16,436,750.00 

Series  MM 

93,552,300.00 

Series  MM..  ..... 

68, 803, 600. 00 

100, 025, 800. 00 

Armed  services  housing  mortgage  insurance  fund: 

174, 050. 00 

Series  FF 

1,380,000.00 

Series  FF..  

31,250.00 

Series  FF 

10,500.00 

Series  FF ...                             

52,350.00 

Series  FF 

10, 000. 00 

12,600.00 

Series  FF 

24,250.00 

Series  BB. 

6, 204, 600. 00 

Series  BB 

1,519,800.00 

Series  BB 

294,050.00 

Series  BB..        .                                                              

8, 450. 00 

Series  BB 

1,201,800.00 

211,050.00 

Series  BB 

816, 550. 00 

Series  BB 

6, 862, 650. 00 

Series  BB 

10,366,300.00 

Series  BB..         .                    . 

6, 153, 100. 00 

Series  BB 

6,214,150.00 

9,320,500.00 

National  defense  housing  insurance  fund: 

11,741,200.00 

Series  GG 

1,976,400.00 

10, 530, 050. 00 

Series  GG 

4,479,300.00 

Series  GG .                     

50, 000. 00 

Series  GG 

303, 750. 00 

Series  GG         .                                                             

9, 050. 00 

Section  220  housing  insurance  fund: 

Series  CC    .                                                                            

4, 740, 000. 00 

Series  CC 

Series  CC 

9,251,200.00 
2,336,7.50.00 

Series  CC 

3,344,000.00 

Footnotes  at  end  of  table. 
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Table    35. — Description    of  guaranteed   debt    held    outside    the    Treasury,    June 

30,  1967 — Continued 


Securities 


Rate  of 
interest 


Amount 


Unmatured  Debt— Continued 

Federal  Housing  Administration  debentures  issued  under  the  act  of  June 
27,  1934,  as  amended  (12  U.S.C.  1701-1705g):3<— Continued 
General  insurance  fund — Continued 

Section  221  housing  insurance  fund:  Percent 

Series  DD 33^  $21,700.00 

Series  DD 3J4  1,650.00 

Series  DD 3^8  1,132,750.00 

Series  DD 3}4  9,241,300.00 

Series  DD 3%  1,428,550.00 

Series  DD 3J^  84,400.00 

Series  DD 4  61,450.00 

Series  DD ij/g  219,050.00 

Servicemen's  mortgage  insurance  fund: 

Series  EE 2^  27,100.00 

Series  EE 2^  412,050.00 

Series  EE 3  291,300.00 

Series  EE ZVg  1,453,800.00 

Series  EE Z]4  376,750.00 

Series  EE 35^8  1,262,500.00 

Series  EE Z}4  3,134,550.00 

Series  EE 3%,  1,162,650.00 

Series  EE Zj/g  1,733,600.00 

Series  EE 4  1,826,350.00 

Series  EE iVs  3,734,950.00 

Title  I  housing  insurance  fund: 

Series  R 2%  37,950.00 

Series  T  3  184,800.00 

War  housing  insurance  fund: 

Series  H 2}^  4,338,800.00 

Subtotal 491,988,700.00 

Total  unmatured  debt 511, 788, 700. 00 

Matured  Debt  * 

Commodity  Credit  Corporation,  interest 11.25 

District  of  Columbia  Armory  Board,  interest 53,886.00 

Federal  Farm  Mortgage  Corporation: 

Principal 120,300.00 

Interest 32,006.25 

Federal  Housing  Administration: 

Principal 34,850.00 

Interest 2,750.94 

Home  Owners'  Loan  Corporation: 

Principal 252,225.00 

Interest 65,757.47 

Reconstruction  Finance  Corporation,  interest 19. 25 

Total  matured  debt  (piincipal  and  interest) 561,806.16 

Total 512,350,506.16 


1  Issued  on  June  1,  1960,  at  a  price  to  yield  4.1879  percent,  but  sale  was  not  consummated  until  Aug.  2, 
1960.  Interest  is  payable  semiannually  on  June  1  and  December  1.  These  bonds  are  redeemable  on  and  after 
June  1,  1970,  and  mature  on  Dec.  1,  1979. 

2  The  securities  and  the  income  derived  therefrom,  and  gain  from  the  sale  or  other  disposition  thereof 
or  transfer  as  by  inheritance  or  gift,  are  subject  to  taxation  by  the  United  States,  but  are  exempt  both  as 
to  principal  and  interest  from  all  taxation,  except  estate  and  inheritance  taxes,  imposed  by  tlie  District  of 
Columbia. 

3  Issued  and  payable  on  various  dates.  Interest  is  payable  semiannually  on  January  1  and  July  1.  All 
unmatured  debentures  are  redeemable  on  any  interest  day  or  days,  on  3  months'  notice. 

*  Under  the  Public  Debt  Act  of  1941  (31  U.S.C.  742a),  income  or  gain  derived  from  these  securities  is  sub- 
ject to  all  Federal  taxes  now  or  hereafter  imposed.  The  securities  are  subject  to  surtaxes,  estate,  inheritance, 
or  gift  taxes  whether  Federal  or  State,  but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the 
principal  or  interest  thereof  by  any  State,  municipality,  or  local  taxing  authority.  Debentures  issued  on 
contracts  entered  into  before  Mar.  1,  1941,  are  exempt  from  all  taxation  except  surtaxes,  estate,  inheritance, 
and  gift  taxes. 

5  Funds  are  on  deposit  with  the  Treasurer  of  the  United  States  for  payment  of  principal  of  $407,375  and 
interest  of  $154,431.16. 


Note. — For  securities  held  by  the  Treasury,  see  table  111. 


546   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

T\BLE  36. — Postal  savings  systems'  deposits  and  Federal  Reserve  notes  outstanding 

June  SO,  1946-67 

[Face  amount  in  thousands  of  dollars.  On  basis  of  reports  received  by  tlie  Treasury] 


Deposits  in  postal  savings  systems  ' 


June  30 


U.S.  Postal 

Canal  Zone 

Federal 
Reserve 

Savings 

Postal  Savings 

Total 

notes  * 

System  2 

System ' 

3,119,0.56 

9,612 

3, 129, 268 

23, 434, 613 

3, 392, 773 

9,602 

3, 402, 375 

23,444,193 

3, 379, 130 

9,129 

3,388,259 

23, 136, 167 

3, 277, 402 

8,943 

3, 286, 346 

22, 783, 823 

3, 097, 316 

8,643 

3, 105, 959 

22, 398, 284 

2,788,199 

7,044 

2,795,244 

22, 975, 292 

2, 617, 564 

7,005 

2, 624, 569 

24, 135, 367 

2, 457, 548 

6,848 

2,464,396 

25, 040, 465 

2, 251, 419 

6,506 

2, 257, 926 

24. 726, 731 

2,007,996 

6,290 

2,014,286 

25, 030, 031 

1, 765, 470 

6, 313 

1,771,783 

25,523,779 

1,462,268 

6,139 

1,468,408 

25,836,574 

1,212,672 

5,713 

1,218,385 

25.862,932 

1, 041, 792 

5, 492 

1,047,284 

26, 479, 923 

835,800 

5,067 

840, 867 

26, 569, 479 

699,528 

4,695 

704,223 

26,735,869 

581, 177 

4, 275 

585,452 

27,852,820 

483, 504 

4,023 

487,  527 

29,379,114 

414, 533 

3,781 

418,314 

31,400,405 

342, 274 

3,145 

345,419 

33, 828, 265 

191, 938 

2, 330 

194,268 

36,486,105 

«  52, 950 

«  1,712 

54, 662 

'38,097,901 

1946. 
1947. 
1948- 
1949. 
1950- 
1951- 
1952. 
1953. 
1954. 
1955. 
1956. 
1957. 
1958. 
1959- 
1960. 
1961. 
1962. 
1963- 
1964- 
1965. 
1966- 
1967. 


•  The  faith  of  tlie  United  States  is  solemnly  pledged  to  the  payment  of  deposits  (plus  accrued  interest  at 
tlie  rate  of  2  percent)  made  in  postal  savings  depositary  oinccs.  Interest  is  payalile  quarterly  from  tlie  first 
day  of  the  month  next  following  date  of  deposit,  and  on  deposits  made  after  Mar.  1,  1941,  under  the  Public 
Debt  Act  of  1941  (31  U.S.C.  742(a)).  is  subject  to  all  Federal  taxes. 

2  Established  by  the  act  of  .Tune  25,  1910,  as  amended  (39  U.S.C.  5201-5224),  and  discontinued  on  Apr.  27, 
1966,  by  the  act  of  Mar.  28,  1966  (39  U.S.C.  5225-5229).  Unpaid  deposits,  including  accrued  interest,  were 
transferred  on  July  1,  1967,  to  the  Secretary  of  the  Treasury  for  payment  to  depositors. 

3  EstabUshed  by  the  act  of  June  13,  1940,  as  amended  (2  Canal  Zone  Code  1131-1143). 

*  Authority  for  the  issuance  of  Federal  Reserve  notes  was  given  under  the  act  of  Dec.  23,  1913,  as  amended 
(12  U.S.C.  411-416).  Tlie  notes  are  obhgations  of  the  United  States  and  are  receivable  by  all  national  and 
member  banks  and  Federal  Reserve  banks  and  for  all  taxes,  customs,  and  other  public  dues.  Tliey  are 
redeemable  in  lawful  money  on  demand  at  tlie  Treasury  Department,  Washington,  D.C.,  or  at  any  Federal 
Reserve  bank. 

5  Funds  due  depositors  on  June  30,  1967,  including  interest  of  $3,856,589  totaling  $56,806,327,  are  offset  by 
cash  and  other  net  assets  of  $56,806,327. 

6  Funds  due  depositors  on  June  30,  1967,  including  interest  of  $135,162  totaling  $1,847,482  are  offset  by 
Government  securities  having  a  face  value  of  $2,200,000  and  other  assets. 

'In  actual  circulation,  exclusive  of  $1,834,763,325  redemption  fund  deposited  in  the  Treasury  and 
$1,753,622,019  of  their  own  Federal  Reserve  notes  held  by  tlie  issuing  banks.  Also  excludes  $1,089,598 
held  by  the  Treasurer  of  the  United  States  for  the  redemption  of  all  series  of  Federal  Reserve  notes  before 
Series  of  1928.  See  table  59,  footnote  9.  The  collateral  security  for  Federal  Reserve  notes  issued  consists 
of  $6,615,000,000  in  gold  certificates  and  in  credits  witli  the  Treasurer  of  the  United  States  pTtyal)le  in  gold 
certificates,  $36,481,000,000  face  amount  of  U.S.  Government  securities,  and  $200,000  face  amount  of  com- 
mercial paper.  Notes  issued  by  a  Federal  Reserve  bank  are  a  first  lien  against  the  assets  of  such  bank. 
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Table  37. — Slalutory  limitation  on  the  public  debt  and  guaranteed  debt,  June  30,  1967 

[111  millions  of  dollars] 

Part  I.— STATUS  UNDER  LIMITATION,  JUNE  30,  1967 

Maximum  amount  of  securities  which  may  be  outstanding  at  any  one  tune  under  Umitations  im- 
posed by  section  21  of  Second  Liberty  Bond  Act,  as  amended  '..- 336,000 

Amount  of  securities  outstanding  subject  to  such  statutory  debt  limitation: 

U.S.  Govermnent  securities  issued  under  the  Second  Liberty  Bond  Act,  as  amended 325.959 

Guaranteed  debt  Iield  outside  the  Treasury 512 


Total 326,471 

Balance  issuable  under  Ihuitation 9,529 

Part  IL— APPLICATION  OF  LIMITATION  TO  PUBLIC  DEBT  AND  GUARANTEED  DEBT 

OUTSTANDING,  JUNE  30,  1967 

Subject  to  Not  subject 

statutory  to  statutory  Total 

debt  debt  outstanding 

limitation       limitation 


Class  of  securities 


Public  debt: 
Interest-bearing  securities: 
Marketable: 

Treasury  bills 

Certificates  of  indebtedness- 
Treasury  notes 

Treasury  bonds _ 


58,535 

5,610 

49, 108 

97, 418 


Total  marketable. 


210, 672 


Nonmarketable: 

Certificates  of  indebtedness,  foreign  series 

Certificates  of  indebtedness,  foreign  currency  series. 

Treasury  notes,  foreign  series 

Treasury  notes,  foreign  currency  series 

Treasury  bonds,  foreign  series 

Treasui-y  certificates 

U.S.  savings  bonds  (current  redemption  value) 

U.S.  savings  notes 

U.S.  retirement  plan  bonds 

Depositary  bonds 

Treasury  bonds,  REA  series 

Treasury  bonds,  investment  series 


275 
431 

205 

460 

144 

48 

51,213 

1 

21 

45 

26 

2,589 


Total  nonmarketable _ 

Special  issues  to  Goverimient  agencies  and  trust  funds. 

Total  interest-bearing  securities. 

Matured  debt  on  which  interest  has  ceased 


55,459 


56, 155 


322, 286 


282 


Debt  bearing  no  interest: 

U.S.  savings  stamps 

Excess  profits  tax  refund  bonds 

Special  notes  of  the  United  States: 

International  Monetary  Fund  Series 

Special  bonds  of  the  United  States: 

U.N.  Special  Fund  Series... 

U.S.  notes  (less  gold  reserve) _. 

Deposits  for  retirement  of  national  bank  and  Federal  Reserve 

bank  notes _. 

Other  debt  bearing  no  interest 


3,328 
5 


Total  debt  bearing  no  interest . 
Total  public  debt  2 


3,391 


325, 959 


Guaranteed  debt  held  outside  the  Treasury: 

Interest-bearing _ 

Matured ___ __ 


(*) 


512 


Total  guaranteed  debt 

Total  public  debt  and  guaranteed  debt . 


512 


326, 471 


262 


262 


58, 535 

5,610 

49, 108 

97,418 


210, 672 


275 

431 

205 

460 

144 

48 

51,213 

1 

21 

45 

26 

2,589 


55,459 


56, 155 


322, 286 


284 


57 
1 

3,328 

5 
166 

82 
11 


3,651 


326, 221 


(*) 


512 


512 


326, 733 


'  The  following  table  details  amendments  to  the  act. 

2  Includes  public  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and 
other  liusiness-type  activities  in  exchange  for  which  securities  of  the  corporations  and  activities  were  issued 
to  the  Treasury.  See  table  111. 

*Less  than  $500,000. 
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Table  38. — Debt  limitalion  under  the  Second  Liberty  Bond  Act,  as  amended,  1917-67 

Date  and  act  History  of  legislation  Amount  of 

limitation 

Sept.  24, 1917 

40  Stat.  288 Sec.  1  authorized  issuance  oi  bonds  in  the  amount  of $7,538,945,460 

40  Stat.  290 Sec.  5  authorized  certificates  of  indebtedness  outstanding 4,000,000,000 

Apr.  4, 1918 

40  Stat.  502 Amended  sec.  1,  increasing  bond  issuance  authority  to 12,000,000,000 

40  Stat.  504 Amended  sec.  5,  increasing  authority  for  certificates  outstanding  to 8,000,000,000 

July  9,  1918 
40  Stat.  844 Amended  sec.  1,  increasing  bond  issuance  autliority  to 20,000,000,000 

Mar.  S,  1919 

40  Stat.  1311 Amended  sec.  5,  increasing  authority  for  certificates  outstanding  to 10,000,000,000 

40  Stat.  1309 Added  sec.  18,  authorizing  issuance  of  noie*  in  the  amount  of 7,000,000,000 

Nov.  23, 1921 
42  Stat.  321 Amended  sec.  18,  providing  limit  on  notes  outstanding 7,500,000,000 

June  17, 1929 
46  Stat.  19 Amended  sec.  5,  authorizing  bills  in  addition  to  certificates  of  indebted- 
ness outstanding 10,000,000,000 

Mar.  3,  1931 
46  Stat.  1506 Amended  sec.  1,  increasing  bond  issuance  authority  to 28,000,000,000 

Jan.  SO,  1934 

48  Stat.  343 Amended  sec.  18,  increasing  authority  for  notes  outstanding  to 10,000,000,000 

Feb.  4, 1936 

49  Stat.  20 -    Amended  sec.  1,  providing  limit  on  bonds  outstanding 25,000,000,  000 

49  Stat.  21 Added  sec.  21,  consolidating  authority  for  certificates  and  bills  (sec.  5) 

and  authority  for  7iotes  (sec.  18)  outstanding 20,000,000,000 

May  26,  1938 

52  Stat.  447 Amended  sec.  21,  consolidating  authority  for  bonds,  notes,  certificates 

of  indebtedness,  and  bills  outstanding  (bonds  limited  to  $30  billion) ..      45, 000,  000,  000 
July  20, 1939 

53  Stat.  1071 Amended  sec.  21,  removhig  limitation  on  bonds  without  changing 

authorized  total  of  bonds,  notes,  certificates  of  indebtedness,  and 

bills  outstanding 45,000,000,000 

June  25,  Wft 

54  Stat.  526 Amended  sec.  21,  adding  new  authority  for  issuance  of  $4  billion 

National  Defense  Series  obligations  outstanding 49,000,000,000 

Feb.  19, 1941 

55  Stat.  7- -    Amended  sec.  21,  eliminating  authority  for  $4  billion  of  National 

Defense  Series  obligations  and  increasing  limitation  to 65, 000, 000, 000 

Mar.  28, 1942 

56  Stat.  189 Amended  sec.  21,  increasing  limitation  to -.     125,  000,  000, 000 

Apr.  11,  1943 

57  Stat.  63 Amended  sec.  21,  increasing  limitation  to. 210,  000,  000,  000 

June  9, 1944 

58  Stat.  272 Amended  sec.  21,  increashig  limitation  to 260,000,000,000 

Apr.  3,  1946 

59  Stat.  47 Amended  sec.  21,  including  obligations  guai-anteed  as  to  principal 

and  interest  by  the  United  States  and  increasing  limitation  to 300, 000, 000,  000 

June  28, 1946 

60  Stat.  316 Amended  sec.  21,  defining  face  amount  of  savings  bonds  to  be  current 

redemption  value  and  decreasing  limitation  to 275, 000,  000, 000 

Aug.  28,  1964 
08  Stat.  895 Increased  sec.  21  limitation  by  $6  billion  during  period  beginning 

Aug.  28,  1954,  and  ending  June  30,  1955. 281,000,000,000 

June  SO,  1956 

69  Stat.  241 Amended  act  of  Aug.  28,  1954,  extending  increase  in  limitation  until 

June  30,  1956 281,000,000,000 

July  9,  1966 

70  Stat.  519 Increased  sec.  21  limitation  by  $3  billion  during  period  beginning 

July  1,  1956,  and  ending  June  30,  1957 278,000,000,000 

Temporary  increase  terminated  July  1, 1957,  and  limitation  reverted  to.    275, 000, 000,  000 
Feb.  26,  1968 

72  Stat.  27 Increased  sec.  21  limitation  by  $5  billion  during  period  beginning 

Feb.  26,  1958,  and  ending  June  30,  1959 280,000,000,000 

Sept.  2,  1968 

72  Stat.  1758 Amended  sec.  21,  increasing  limitation  to  $283  billion,  which,  with 

temporary  increase  of  Feb.  26,  1958,  made  limitation 288,  000,  000,  000 

June  SO,  1959 

73  Stat.  156 Amended  sec.  21,  increasing  limitation  to  $285  billion,  and  increased 

sec.  21  limitation  by  $10  billion  during  period  beginning  July  1,  1959, 

and  ending  June  30,  litOO -.    295,000,000,000 
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Table  38. — Debt  limitation  under  the  Second  Liberty  Bond  Act,  as  amended, 
1917-67— Continued 

Date  and  act  History  of  legislation  Amount  of 

limitation 

June  30, 1960 

74  Stat.  290 Increased  sec.  21  limitation  by  $8  billion  during  period  beginning 

July  1,  1960,  and  ending  June  30,  1961 $293,000,000,000 

June  30,  1961 

75  Stat.  148- Increased  sec.  21  limitation  by  $13  billion  during  period  beginning 

July  1,  1961,  and  ending  June  30,  1962 298,000,000,000 

Mar.  IS,  1962 

76  Stat.  23 Increased  sec.  21  limitation  by  $2  billion  (in  addition  to  temporary 

increase  of  $13  billion  in  act  of  June  30, 1961)  during  period  beginning 

Mar.  13,  1962,  and  ending  Jime  30,  1962 300,000,000,000 

Julyl,196Z 

76  Stat.  124 Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  July  1,  1962,  and  ending  Mar.  31,  1963,  to 308,000,000,000 

(2)  beginning  Apr.  1,  1963,  and  ending  June  24,  1963,  to 305,000,000,000 

(3)  begimiing  June  25,  1963,  and  ending  June  30,  1963,  to 300, 000, 000, 000 

May  29, 1963 

77  Stat.  50 Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  May  29,  1963,  and  ending  June  30,  1963,  to 307, 000, 000, 000 

(2)  begiiming  July  1,  1963,  and  ending  Aug.  31,  1963,  to 309, 000, 000, 000 

Aug.  Z1,  1963 

77  Stat.  131 Increased  sec.  21  limitation  during  the  period  begiiming  Sept.  1,  1963, 

and  ending  Nov.  30,  1963,  to 309, 000, 000, 000 

Nov.  26, 1963 

77  Stat.  342. Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  Dec.  1,  1963,  and  ending  June  29,  1964,  to 315,000,000,000 

(2)  ending  June  30,  1964,  to _. 309,000,000,000 

June  29,  1964 

78  Stat.  225 Increased  sec.  21  limitation  during  the  period  beginning  June  29, 1964, 

and  ending  June  30,  1965,  to 324, 000, 000, 000 

June  24, 1965 

79  Stat.  172 Increased  sec.  21  limitation  during  the  period  beginning  July  1,  1965, 

and  enduig  June  30,  1966,  to 328, 000, 000, 000 

June  24. 1966 

80  Stat.  221 Increased  sec.  21  limitation  during  the  period  beginning  July  1,  1966, 

and  ending  June  30,  1967,  to 330, 000,  000,  000 

Mar.  2, 1967 

81  Stat.  4.. Increased  sec.  21  limitation  during  the  period  beginning  Mar.  2,  1967, 

and  ending  June  30,  1967,  to 336,000,000,000 

June  SO,  1967 

81  Stat.  99 Sec.  21  amended  to  increase  limitation  on  aggregate  outstanding  at  any 

time  to 358,000,000,000 

Sec.  21  amended  also  to  increase  the  limitation  temporarily,  begimiing 
July  1, 1968,  and  each  July  1  thereafter  for  the  period  beginning  July  1 
and  ending  June  29  of  each  succeeding  calendar  year  by  $7  billion, 
providmgan  operating  limitation  of 365,000,000,000 
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Table  40. — Public  debt  increases  and  decreases,  and  balances  in  the  account  of 
the    Treasurer  of  the    United   States,  fiscal  years   1916-67 

[In  millions  of  dollars.  On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


Fiscal  year 


Public  debt 

outstanding 

at  end  of 

year 


Increase,  or 

decrease 

(— ),  during 

year 


Analysis  of  increase  or  decrease 


Excess  of 
expenditures 

(+),or 
receipts  (— ) 


Increase  (+), 
or  decrease 
(— ),  in  the 
balance  in 
Treasurer's 
account 


Decreases 
due  to 

statutory 
debt  retire- 
ments I 


Balance  in 
Treasurer's 
account  at 
end  of  year 


1916 1,225.1  33.8  -48.5 

1917 2,975.6  1,750.5  +853.4 

1918 12,455.2  9,479.6  +9,033.3 

1919 25,484.5  13,029.3  +13,370.6 

1920 24,299.3  -1,185.2  -212.5 

1921 23,977.5  -321.9  -86.7 

1922 22,963.4  -1,014.1  -313.8 

1923 22,349.7  -613.7  -309.7 

1924 21,250.8  -1,098.9  -505.4 

1925 20,516.2  -734.6  -250.5 

1926 19,643.2  -873.0  -377.8 

1927 18,511.9  -1,131.3  -635.8 

1928 17,604.3  -907.6  -398.8 

1929 16,931.1  -673.2  -184.8 

1930 16,185.3  -745.8  -183.8 

1931 16,801.3  616.0  +902.7 

1932 19,487.0  2,685.7  +3,153.1 

1933 22,538.7  3,051.7  +3,068.3 

1934 27,053.1  4,514.5  +3,1.54.6 

1935 28,700.9  1,647.8  +2,961.9 

1936 33,778.5  5,077.7  +4,640.7 

1937 36,424.6  2,646.1  +2,878.1 

1938 37,164.7  740.1  +1,143.1 

1939 40,439.5  3,274.8  +2,710.7 

1940 42,967.5  2,528.0  +3,604.7 

1941 48,961.4  5,993.9  +5,315.7 

1942 72,422.4  23,461.0  +23,197.8 

1943 136,696.1  64,273.6  +57,761.7 

1944 201,003.4  64,307.3  +53,645.3 

1945 258,682.2  57,678.8  +53,149.6 

1946 269,422.1  10,739.9  +21,199.8 

1947 258,286.4  -11,135.7  -206.0 

1948 252,292.2  -5,994.1  -6,606.4 

1949 252,770.4  478.1  +1,947.5 

1950 257,357.4  4,587.0  +2,592.0 

1951 255,222.0  -2,135.4  -3,973.6 

1952 259,105.2  3,883.2  +4,271.8 

1953 266,071.1  6,965.9  +9,265.0 

1954 271,259.6  5,188.5  +3,092.7 

1955 274,374.2  3,114.6  +3,665.6 

1956 272,750.8  -1,623.4  -1,190.8 

1957 270,527.2  -2,223.6  -1,267.3 

1958 276,343.2  5,816.0  +1,656.9 

1959 284,705.9  8,362.7  +12,761.4 

1960 286,330.8  1,624.9  -1,029.5 

1961 288,970.9  2,640.2  +4,950.8 

1962 298,200.8  9,229.9  +5,494.6 

1963 305,859.6  7,658.8  +6,031.0 

1964 311,712.9  5,853.3  +6,933.7 

1965 317,273.9  5,561.0  +4,059.6 

1966 319,907.1  2,633.2  +2,848.4 

1967 326,220.9  6,313.8  +10,962.2 

Total 325,029.6  +328,496.7 


+82.3    

+897.1     

+447. 5  1. 1 

-333. 3  8. 0 

-894. 0  78.  7 

+192. 0  427. 1 

-277.  6  422.  7 

+98. 8  402. 9 

-135.5  458.0 

-17.6  466.5 

-7.8  487.4 

+24. 1  519.  6 

+31.  5  540. 3 

+61.  2  549. 6 

-8. 1  553. 9 

+153. 3  440. 1 

-54.7  412.6 

+445.  0  461.  6 

+1,719.7  359.9 

-740, 6  573. 6 

+840.  2  403. 2 

-128.0  104.0 

-337. 6  65. 5 

+622.  3  58.  2 

-947.  5  129. 2 

+742. 4  64. 3 

+358. 0  94.  7 

+6,515.4  3.5 

+10, 662. 0  (*) 

+4, 529. 2  (*) 

-10,459.8  n 

-10,929.7     

+  1,623.9  1,011.6 

-1,461.6  7.8 

+2,046.7  51.7 

+  1,839.5  1.2 

-387.8  .9 

-2, 298.  6  . 5 

+2, 096. 2  . 4 

-550. 8  . 2 

+330. 5  763. 1 

-956.  2  . 1 

+4,159.2     

-4,398.7  2.1 

+2,654.3     

-1,310.6  1,000.0 

+3,  736. 3  1.0 

+1, 685. 8  58. 0 

-1,080.4     

+1, 574. 5  73. 1 

-202.9  12.3 

-4,648.4     


240.4 
1, 137.  5 

1. 585. 0 
1,251.7 

357.7 
549.7 
272.1 
370.9 
235.4 
217.8 
210.0 
234.1 
265.5 
326.7 
318.6 
471.9 
417.2 
862. 2 
2,581.9 
1,841.3 
2,681.5 

2. 553. 5 
2,215.9 
2, 838. 2 
1,890.7 
2, 633. 2 
2,991.1 
9, 506.  6 

20, 168.  6 
24, 697.  7 
14, 237. 9 

3. 308. 1 
4,932.0 
3,470.4 
5,517.1 

7. 356. 6 
6,968.8 

4. 670. 2 
6,  766. 5 
6, 215.  7 
6, 546. 2 

5. 590. 0 

9. 749. 1 
5, 350. 4 

8. 004. 7 
6, 694. 1 

10, 430. 4 
12,116.2 
11,035.7 
12,610.3 
12,407.4 
7, 759. 0 


+7, 600. 9 


11, 068. 0 


*Less  than  $50,000. 

1  Effective  with  the  fiscal  year  1948,  statutory  debt  retirements  have  been  excluded  from  administrative 
budget  expenditures;  they  are  shown  here  for  purposes  of  comparison. 

'  Adjustment  for  overstatement  of  price  paid  for  securities  purchased  in  fiscal  1956  at  a  discount  but  pre- 
viously stated  at  par  value. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 

[On  basis  of  daily  Treasury  statements,  supplemented  by  special  statements  by  the  Bureau  of  the  Public 
Debt  on  public  debt  transactions] 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  Issued  - 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 


1966 
Julyl 


Treasury  certificates,  maturing: 

July  1.1966-- 

July  31, 1906 

Oct.  1, 1960. 

Treasury  bonds,  foreign  currency  series,  ma- 
turing: 

July  1.1966 

July  1,1966 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  June  30,1967.. 

Treasury  bills: 
Regular  weekly: 

Dated  Jan.  6, 1966 

Redeemed  in  exchange  for  series  issued 

July  7, 1966,  due  Oct.  6, 1966. 

Redeemed  in  exchange  for  series  dated 

July  7, 1966,  due  Jan.  5,1967 

Redeemable  for  cash 

Maturing  Oct.  6, 1966 

Issued  in  exchange  for  series  dated  Jan. 

6,1966 

Issued  for  cash 

Maturing  Jan.  5, 1967 

Issued  in  exchange  for  series  dated  Jan. 

6, 1966 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series,  ma- 
turing: 

Sept.  16, 1966.... 

Sept.  16, 1966 

Treasury  bills: 
Regular  weekly: 

Dated  Jan.  13, 1966 

Redeemed  in  exchange  for  series  issued 

July  14, 1966,  due  Oct.  13, 1966 

Redeemed  in  exchange  for  series  dated 

July  14, 1966,  due  Jan.  12, 1967 

Redeemable  for  cash 

Maturing  Oct.  13,1906 

Issued  in  exchange  for  series  dated  Jan. 

13, 1966 

Issued  for  cash 

Maturing  Jan.  12, 1967. 

Issued  in  exchange  for  series  dated  Jan. 

13,1966 

Issued  for  cash 

Treasury  bonds,  foreign  currency  series,  ma- 
turing July  20, 1966 

Certificates  of  indebtedness,   foreign  series, 
maturing: 

July  20, 1966 

Aug.  31. 1966 

Sept.  30, 1966 

Oct.  20, 1966 

Oct.  21,1966 

Treasury  bills: 
Regular  weekly: 

Dated  Jan.  20,  1966... 

Redeemed  in  exchange  for  series  issued 

July  21,  1966,  due  Oct.  20,  1966.. 

Redeemed  in  exchange  for  series  dated 

July  21,  1966,  due  Jan.  19,  1967. 

Redeemable  for  cash 

Maturing  Oct.  20,  1966 

Issued  in  exchange  for  series  dated  Jan. 

20,  1966 

Issued  for  cash 

Maturing  Jan.  19,  1967 

Issued  in  exchange  for  series  dated  Jan. 

20,  1966 

Issued  for  cash 


Percent 
4.555 
4.24 
4.435 


3.93 
3.99 


5,274,336.20 


25,490,105.20 


201,163.000.00 
1,101,129,000.00 


152.929.000.00 
848, 302,  000.  00 


4.575 
4.575 


*  4.  669 


4.875 


4.999 


128, 262, 000. 00 
1, 174, 149, 000. 00 


4.02 


4.65 
4.65 
4.46 
5.00 
5.00 


*   4.710 


104, 670, 000. 00 
896, 323, 000. 00 


125, 000, 000. 00 
10, 000, 000. 00 


257,  533,  000. 00 
1, 042,  580,  000. 00 


178,  665,  000. 00 
822,711,000.00 


,$6, 203, 700. 00 
32, 996, 358. 65 


50,263,885.38 
25,491,877.36 


201.163,000.00 

152,929,000.00 
1,950,558,000.00 


40, 000, 000. 00 
65, 000, 000. 00 


128,262,000.00 


104,670,000.00 
2, 067, 886, 000. 00 


23,025,558.37 


50, 000, 000. 00 
50, 000, 000. 00 
50,000,000.00 


257,  533, 000. 00 

178,  665, 000. 00 
1, 865,  684,  000. 00 


Footnotes  at  end  of  table; 


TABLES 


595 


Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967- — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


1906 

July  22    Certificates  of  indebtedness,   foreign  series, 
maturing: 

Oct.  21,  1966 

Oct.  21,  1966 

26    Certificates  of  indebtedness,  foreign  currency 
series,  maturing: 

Oct.  26,  1966 

Jan.  26,  1967 

Treasury  bills: 
Regular  weekly: 

28  Dated  Jan.  27,  1966 

Redeemed  in  exchange  for  series  issued 

July  28,  1966,  due  Oct.  27,  1966 

Redeemed  in  exchange  for  series  dated 

July  2«.  1966,  due  Jan.  26,  1967 

Redecnial)le  for  cash 

28  Maturing  Oct.  27,  1966 

Issued  in  exchange  lor  series  dated  Jan. 

27,  1966 

Issued  for  cash 

28  Maturing  Jan.  26,  1967 

Issued  in  exchange  for  series  dated  Jan. 

27,  1966 

Issued  for  cash 

31    Treasury  certificates,  maturing: 

July  31,  1966 _ ..- 

Julv31,  1966 

Aug.  31.  1966 

Oct.  31,  1966. ..-- 

31    U.S.  savings  bonds:  s 

Series  E-1941 

Series  E-1942. 

Series  E-1943 - 

Series  E-1944 

Series  E-1945- .._ -. 

Series  E-1946 

Series  E-1947 _ 

Series  E-1948 

Series  E-1949 

Series  E-1950 

Series  E-1951..- 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 _ 

Series  E-1955 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December)... 

Series  E-195S 

Series  E-1959  (January  to  May) 

Series  E-1959  (June  to  December) 

Series  E-196(l 

Series  E-1961 

Series  E-1962 

Series  E-1963 - 

Series  E-1964  _  _   

Series  E-1965  (January  to  November) 

Series  E-1965  (December).. 

Series  E-1966 

Unclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953 

Series  H-1954 

Series  H-1955 

Series  11-1956 .-. 

Series  H-19.57  (Januaiy ) 

Series  11-1957  (February  to  December)  _ . 

Series  H-1958 

Series  11-19,59  (Januaiy  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960 

Series  11-1961. 

Series  H-1962 

Footnotes  at  end  of  table. 

277-468—68 40 


5.00 
5.00 

$30,  000, 000. 00 
20,  000,  000. 00 

4.80 

5.00 

92,631,188.92 

<  4. 660 


4.819 


4.24 
4.630 
4.03 
4.818 

6  3.  297 
6  3. 339 
6  3. 377 
6  3. 409 
6  3. 438 
6  3. 468 
6  3. 497 
6  3. 528 
6  3.464 
6  3. 433 
«  3. 485 

3,  520 
6  3.  575 
9  3.  608 
6  3.  657 
6  3.  702 
6  3.  745 

3.  780 
8  3.915 
8  3.  959 

3.990 
6  3.815 
6  3.  859 
6  3  904 
6  3. 955 
6  4. 009 
6  4,  059 
6  4. 107 

4.150 

4.150 

"6"  3.' 485 
6  3.  519 
6  3.  566 
6  3.  610 
6  3.  659 

3.700 
6  3.  671 
6  3.  762 

3.830 
6  3.  874 
6  3. 901 
6  3.  943 
6  3. 982 


245,  322,  000. 00 
1,  055, 326,  000. 00 


174,  093, 000. 00 
827, 688, 000. 00 


31, 533, 668. 71 
1, 050,  209.  02 


552, 
4, 335, 
4,  742, 
9, 161, 
4,  795, 

4,  450, 

5.  253, 
5. 388, 
5, 352, 
5,  310. 
4,  070, 

2,  267, 

3,  320, 
3, 904, 
4, 199, 

4,  612, 
5, 326, 
3, 485, 

3,  587, 
7,  783, 

4.  031, 
2,  976, 
7, 330, 
8,175, 
8, 061, 
9,811, 
9,  548, 
8, 079, 

97, 

316,356, 

59, 055, 


023. 02 
238. 70 
843.53 
578. 68 
417. 05 
703. 32 
028.98 
372.04 
823.84 
424. 04 
351. 16 
861.  23 
013.25 
810.  42 
911.  59 
784.  33 
090.  34 
717. 10 
790. 83 
300. 88 
691. 15 
814.  67 

585.  06 
450.  72 
290.  62 
661.  87 
383.  47 

586.  59 
931.  25 
277.  59 
432.  57 


2,  635, 479. 39 


245, 322, 000.  GO 

174, 093,  000. 00 
1,  881, 872, 000. 00 


31, 426, 158. 53 
1,038,105.40 


1,  565, 
6, 456, 
10, 566, 
13, 305, 
12, 724, 
7,  559, 

6,  610, 
7, 291, 
7, 164, 

7,  359, 
6, 397, 
2,141, 
5, 042, 
9, 093, 

11,151, 

12, 998, 

15, 405, 

794, 

9, 904, 

9, 410, 

3,  619 

4, 858, 

10, 063, 

10, 424, 

12,  568, 

15, 685, 

22, 066, 

44, 307, 

9, 833, 

79,881, 

52, 254, 

488, 

1,664, 

2, 724, 

4,164, 

5, 448, 

97, 

2, 103, 

2,949, 

820, 

1. 450. 

3. 451, 
3, 825, 
2, 779, 


262. 40 
533. 81 
283. 19 
879.24 
727. 51 
269. 26 
473. 80 
470.28 
175.81 
125. 49 
256.01 

462. 87 
293. 37 
626. 84 
352. 22 
083. 11 
276. 32 
918.  55 

119. 42 
667.  54 

040. 88 
732.  39 
653.  69 
576.  81 
034. 11 
262.  66 
366. 16 
522. 01 

381. 43 
825. 00 
398.44 
500.  00 
000.  09 
500.00 
000.  00 
500.00 
000.  00 
500.00 
000.00 
500.00 
500.00 
500.00 
000.  00 
000. 00 
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Date 


Securities 


Rate 
of  in- 
terest 1 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1966 
July  31 


U.S.  savings  bonds  '—Continued 

Series  H-1963 

Series  H-1964 

Series  H-1965  (Januai-j'  to  November) 

Series  H-1965  (December) 

Series  H-1966 

Unclassifled  sales  and  redemptions 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1954 __ 

Series  K-1955. 

Series  K-1956 ..- 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  F-1967..- 

Adjustments  of  issues  '- 

U.S.  retirement  plan  bonds _ 

Depositary  bonds,  First  Series 

Treasury  bonds,  RE  A  Series 

Treasury  bonds,  Investment  Series  B-1975- 
80... 

Redeemed  in  exchange  for  1J4%  Treasury 

notes,  Series  EA-1971- 

Treasury  notes,  Series  EA-1971 

Miscellaneous 


Percent 

9  4.  023 

«  4.  072 

»  4. 110 

4.150 

4.150 

"'"2.'76" 
2.76 
2.76 
2.76 


$10, 500.  00 


49, 000.  00 

2, 500.  00 

38, 573, 000. 00 

22, 616, 500. 00 

164, 530.  80 

364, 501.  60 

326, 930. 17 

98, 301. 75 


2.76 
2.76 
2.76 
2.76 


iVs 


$2, 520. 

1,  882, 

2, 087, 

245, 

38, 

3,371, 

8, 585, 

1, 353, 

1, 022, 

232, 

411, 

22, 280, 

2, 757, 

1, 386, 

207, 

10, 389, 


000.00 
500. 00 
000.00 
000.  00 
500.  00 
000.00 
209.80 
359. 80 
833.  66 
547. 55 
128.  Cfi 
500.  00 
500.00 
000.00 
500.00 
500.00 


3.76 
2.00 
2.00 


-10,000.00 
144, 653.  56 
447, 500.  00 
550, 000.  00 


32, 469.  24 
327, 500.  00 
170,  000.  00 


m 


793,000.00 

793,000.00     

22,135,000.00 

Total  July 10,142,381,615.82        10,269,416,722.41 


Treasury  bills: 
Regular  monthly: 

Aug.  1  8  Dated  July  31, 1965 

Redeemed  in  e.xcliange  for  series  dated 

July  31, 1966,  due  July  31, 1967 

Redeemable  for  cash. 

1  Maturing  July  31, 1967.- 

Issued  in  exchange  for  series  dated  July 

31,1965 

Issued  for  cash 

1    Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Aug.  1, 1967. 

1    Treasury    bonds,    foreign    currency    series, 
maturing  Aug.  1, 1966.. 

1  Certificates  of  indebtedness,  foreign  series, 

maturing: 

Nov.  1, 1966... 

Nov.  2, 1966 

2  Nov.  1, 1966 

Nov.  2,  1966 

3  Oct.  21,  1966 

Nov.  1,  1966 

Treasury  bills: 
Regular  weekly: 

4  Dated  Feb.  3, 1966 

Redeemed  in  exchange  for  series  issued 

Aug.  4, 1966,  due  Nov.  3, 1966 

Redeemed  in  exchange  for  series  dated 

Aug.  4,  1966.  due  Feb.  2, 1967 

Redeemable  for  cash 

4  Maturing  Nov.  3, 1966 

Issued  in  exchange  for  series  dated  Feb. 

3,1966 

Issued  for  cash 

4  Maturing  Feb.  2, 1967 

Issued  in  exchange  for  series  dated  Feb. 

3,  1966 

Issued  for  cash 

8    Certificates   of  indebtedness,  foreign  series, 
maturing  Nov.  7, 1966 

Footnotes  at  end  of  table. 


245, 474, 000. 00 
754, 773, 000. 00 


4.964 


5.20 
4.04 


4.82 
4.75 
4.82 
4.85 
6.00 
4.82 


*  4. 702 


245, 474, 000. 00 
749, 370, 000. 00 


50.  115,265.11 


95, 000, 000. 00 
22, 500, 000. 00 

"ioo^oo6,"ooo.'oo 


50, 238, 633.  51 


50, 000, 000. 00 


20, 000, 000. 00 
45, 000, 000. 00 


4.833 


299, 029, 000. 00 

178,531,000.00 
1,822,427,000.00 


299, 029, 000. 00 
1,001,015,000.00 


178,531,000.00 
822,153,000.00 

25,000,000.00 
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Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  - 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  * 


Treasury  bills: 
1966  Regular  weekly: 

Aug.  11  Dated  Feb.  10, 1966 

Redeemed  in  exchange  for  series  issued 

Aug.  U,  1966,  due  Nov.  10, 1966_ 

Redeemed  in  exchange  for  series  dated 

Aug.  11, 1966,  due  Feb.  9, 1967 

Redeemable  for  cash 

11  Maturing  Nov.  10,  1966 

Issued  in  exchange  for  series  dated  Feb. 

10,1966 - 

Issued  for  cash 

11  Maturing  Feb.  9,  1967 _ 

Issued  in  exchange  for  series  dated  Feb. 

10,  1966 

Issued  for  cash 

15    Treasury  notes,  Series  A-1966 

Redeemed  in  exchange  for: 

5^%  Treasury  notes,  Series  A-1971 

5M%  certificates  of  indebtedness,  Series 

A-1967 

Redeemable  for  cash.. 

15    Treasury  bonds  of  1966 -. 

Redeemed  in  exchange  for: 

5J4%  Treasury  notes.  Series  A-1971 

5K%  certificates  of  indebtedness,  Series 

A-1967. 

Redeemable  for  cash _ 

15    Certificates  of  indebtedness,  Series  A-1966 

Redeemed  in  exchange  for: 

5}i%  Treasury  notes.  Series  A-1971 

15    Treasury  notes.  Series  E-1966 

Redeemed  in  exchange  for: 

5J^%  Treasury  notes.  Series  A-1971 

15    Treasury  bonds  of  1966. 

Redeemed  in  exchange  for: 

5M%  Treasury  notes,  Series  A-1971 

15    Treasury  notes,  Series  A-1971 

Issued  in  exchange  for: 

4%  Treasury  notes.  Series  A-1966 

3%  Treasury  bonds  of  1966 

4?i%  certificates  of  indebtedness.  Series 

A-1966 

4%  Treasury  notes.  Series  E-1966.. 

Ws,7o  Treasury  bonds  of  1966 

15  Certificates  of  indebtedness.  Series  A-1967 

Issued  in  exchange  for: 

4%  Treasury  notes,  Series  A-1966. 

3%  Treasury  bonds  of  1966 

16  Certificates  of  indebtedness,   foreign  series, 

maturing  Nov.  16,  1966 

Treasury  bills: 
Regular  weekly: 

18  Dated  Feb.  17,  1966 _ 

Redeemed  in  exchange  for  series  issued 

Aug.  18,  1966,  due  Nov.  17,  1966 

Redeemed  in  exchange  for  series  dated 

Aug.  18,  1966,  due  Feb.  16,  1967 

Redeemable  for  cash 

18  Maturing  Nov.  17,  1966. 

Issued  in  exchange  for  series  dated  Feb. 

17,  1966 

Issued  for  cash __ 

18  Maturing  Feb.  16,  1967 

Issued    in   exchange   for   series   dated 

Feb.  17,  1966 

Issued  for  cash 

22  Certificates  of  indebtedness,   foreign  series, 

maturmg: 

Oct.  20,  1966 

Nov.  2,  1966 

23  Treasury    bonds,    foreign    currency    series, 

maturing  Aug.  23,  1966 

23    Certificates  of  indebtedness,  foreign  cun'ency 
series,  maturing  Aug.  23,  1967  


Percent 
1  4.  693 


$190, 141, 000. 00 
1,111,313,000.00 


122, 238, 000. 00 
877,  592, 000. 00 


3.00 


4M 


4.00 


m 


5M 


5K 


2, 309,  873, 000. 00 
271, 112, 500. 00 

517,  445,  000. 00 
586,  258,  000. 00 
582, 341, 500. 00 


4.75 


<  4. 734 


5,  602, 360,  000. 00 
268, 444, 000. 00 

7,  500,  000.  00 


5.048 


$190, 141, 000. 00 


122, 238, 000.  00 
1,990,176,000.00 


2, 309,  873, 000. 00 


5,  602, 360, 000. 00 
523, 647, 000. 00 


271, 112,  500. 00 


268, 444, 000. 00 
160,  615, 000. 00 


517, 445, 000. 00 
586, 258, 000. 00 
582, 341,  500. 00 


283,  749, 000. 00 


183, 347,  000. 00 
1, 834, 161, 000. 00 


283, 749, 000. 00 
1, 017,  564, 000. 00 


5.00 
4.85 


4.09 
5.60 


183, 347, 000. 00 
817,  957, 000. 00 


25, 187, 940.  79 


125, 000, 000. 00 
100, 000, 000. 00 

25, 154, 798.  76 


Footnates  at  end  of  table. 
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Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


190G 
Aug.  25 


Certificatos  of  indebtedness,  foreign  series,  Percent 

maturing  Nov.  2, 1966 ..- 4.  75 

Treasury  bills: 
Regular  weekJy: 

25           Dated  Feb.  24,  1966 •'4.748 

Redeemed  in  exchange  for  series  issued 

Aug.  25,  1906,  due  Nov.  25,  1966 

Redeemed  in  exchange  for  series  dated 

Aug.  2.5,  1966,  due  Feb.  23,  1967 

Redeemable  for  cash 

25           Maturing  Nov.  25,  1966 5.022 

Issued    in    exchange    for   series   dated 

Feb.  24,  1960 — 

Issued  for  cash 

25  Maturing  Feb.  23,  1967. 5.410 

Issued   in   exchange   for   series   dated 

Feb.  24,  1966 

Issued  for  cash 

Tax  anticipation: 

26  Maturing  Mar.  22,  1967 5.338 

Issued  for  cash 

26           Maturing  Apr.  21,  1967 5.433 

Issued  for  cash 

30  Certificates  of  indebtedness,   foreign  series, 

maturing  Nov.  2,  1966 4.75 

Trciisury  bills: 
Regular  monthly: 

31  Dated  Aug.  31.  1965 4.006 

Redeemed  in  exchange  for  series  dated 

Aug.  31,  1966,  due  Aug.  31,  1967 

Redeemable  for  cash 

31            Maturing  Aug.  31,  1967 5.844 

Issued    in   exchange   for  series   dated 

Aug.  31,  1965 

Issued  for  cash.  -- 

31    Certificates  of  indebtedness,  foreign  series, 

maturing  Nov.  30,  1966 5. 10 

31    Treasury  certificates,  maturing: 

Aug.  31,  1966 4.03 

Sept.  30.  1966 4.30 

31    U.S.  savings  bonds:' 

Series  E-1941 «3.297 

Series  E-1942.  -  - «3.339 

Series  E-1943.  - «3.377 

Series  E-1944. .  - «3.409 

Series  E-1945 »3.438 

Series  E-1946 «3.468 

Series  E-1947 '3.497 

Series  E-1948 <I3.528 

Series  E-1949 »3.464 

Series  E-1950 «3.433 

Series  E-1951 - '3.485 

Series  E-1952  (January  to  April) 3, 520 

Series  E-1952  (May  to  December) «  3. 575 

Series  E-1953 - '3.608 

Series  E-1954 «3.667 

Series  E-1955 '3.702 

Series  E-1956 «3.745 

Series  E-19.57  (JanuarjO 3.780 

Series  E-1957  (February  to  December)...  '3.915 

Series  E-1958- .   --. «3.959 

Series  E-1959  (January  to  May) 3. 990 

Series  E-1959  (June  to  December) '  3. 815 

Series  E-1960 '3.859 

Series  E-1961 '3.904 

Series  E-1962 '3.955 

Series  E-1963 '4.009 

Series  E-1964 '4.059 

Series  E-1965  (January  to  November) •  4. 107 

Series  E-1965  (December) 4.150 

Series  E-1966 4.150 

Unclassified  sales  and  redemptions 

Series  H-1952 '3.485 

Series  H-1953 '3.519 

Footnotes  at  end  of  table. 


$5, 000, 000. 00 


$258,241,000.00 
1,041,954,000.00 


191,2.57,000.00 
811,263,000.00 


2, 006, 066, 000. 00 

i'6o3"265,'666'o6 


229,237,000.00 
770, 814, 000. 00 

50, 000, 000. 00 


31,636,203.67 


368, 
2, 636, 

3,  682, 

6,  738, 
3, 419, 
3, 433, 
3, 669, 
3, 925, 

4,  0:^6, 
3, 862, 
3, 195, 
1,  676. 
4, 195, 
4,  751, 
5,103, 
5,565, 

7,  017, 

5,123, 
6,  117, 
3,  089, 
2, 443, 
5, 990, 
6,  530, 

6,  240, 
7, 440, 

7.  614, 
6,  542. 
-248, 

314,  260, 
43,  691, 


642.14 
620. 47 
551.  55 
603. 55 
771. 45 
054. 16 
577. 62 

048. 38 
964.69 
461.81 
914. 99 
971.11 
395. 01 
126. 27 
249.36 
724.00 
064.81 

2.04 
546.04 
810. 43 
232.05 
713. 61 
872. 47 
809.  23 
171.85 
621.03 
931.94 
792. 87 
476.  83 

425. 39 
161.94 


258,241,000.00 


191,257,000.00 
1, 852, 961, 000. 00 


5, 000, 000. 00 


229, 237, 000. 00 
771,040,000.00 


31,533,668.71 


1,  667, 

6,  563, 
10,  215, 
13,  712, 
12, 473, 

8,  059, 
6,829, 
7, 826, 
8, 390, 

7,  567, 
6,  701, 
2, 130, 
5,  025, 
9, 190, 

10, 770, 
13,  272, 
16, 321, 
872. 
10,  032. 

9,  418, 
3,  652, 
5,  003, 
9,  587, 

10,  474, 
12, 346, 
15,  530, 
21,  687, 
40,  450, 

8, 385, 

85,  007, 

33,  658 

362, 

1,  446. 


669.67 
070. 79 
195. 77 
576. 20 
945. 85 
658. 59 
712.20 

752. 10 
272. 02 

034. 19 
334. 57 
790. 66 
109. 89 
088.09 
250.  75 
554. 92 
385. 18 
334. 89 
118.86 
670. 45 
287.76 
820.  73 

635. 20 
940.  55 
218. 59 
993. 20 
904.65 

675. 11 
358. 02 
729. 40 
315.72 
000. 00 
000.00 
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Table    42. — Issues,   maturities,    and   redemptions   oj  interest-hearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest * 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1966 
Aug.  31 


U.S.  savings  bonds  '—Continued 

Series  H-1954. 

Series  H-1955 

Series  H-1956 

Series  H-1957  (January) 

Series  H-1957  (February  to  December) . . 

Series  H-1958.-- 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964 

Series  H-1965  (January  to  November) 

Series  H-1965  (December) 

Series  H-1966 

Unclassified  sales  and  redemptions 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1954.. 

Series  K-1955_. 

Series  K:-1956- 

Series  K-1957 

Unclassified  redemptions 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-1975- 

80 

Redeemed  in  exchange  for  1J^%  Treasury 

notes,  Series  EA-1971 

Treasury  notes,  Series  EA-1971 

Miscellaneous 


Percent 
«  3. 566 
8  3. 610 
» 3, 659 

3.700 
8  3.  671 
8  3. 762 

3.830 
8  3. 874 
6  3.901 
•  3. 943 
8  3. 982 
8  4.023 
8  4. 072 
«  4. 110 

4.150 

4.150 

""2^76" 
2.76 
2.76 
2.76 


.$11, 500. 00 


72,  593,  500. 00 
-22, 032,  000. 00 
165,  063. 60 
250, 249. 20 
296,  201. 08 
75,  647. 63 


2.76 
2.76 
2.76 
2.76 


3.76 
2.00 
2.00 

2H 


102, 640. 35 

2, 711, 000.  00 

150,  000. 00 


$2,  768, 

3, 957, 

6,504, 

288, 

1,847, 

3, 378, 

1, 399, 

1,  266, 

4, 101, 

4, 450, 

3, 346, 

3, 454, 

2, 496. 

2, 318, 

117, 

331, 

9  -2,  049, 

10, 863, 

1,  005, 

1, 155, 

87, 

«  -1,  747, 

33, 661, 

3,883, 

2,194, 

516, 

» -13,385, 

50, 

1, 666, 

446, 


000.00 
500.00 
500. 00 
500.00 
000.00 
500.00 
000.00 
000.00 
500. 00 
500.00 
500.00 
000.00 
000.00 
000.00 
500. 00 
000.00 
600.00 
730. 20 
580.80 
917. 74 
216.90 
250.08 
500.00 
000.00 
000.00 
000.00 
500.00 
756.46 
000.00 
000.00 


IV2 


6,853,000.00 


6,853,000.00 
'33,"877,"566."6o 
Total  August 25,299,636,566.86        23,021,541,457.56 


Sept.    1 


Treasury  bills: 
Regular  weekly: 

Dated  Mar.  3, 1966 

Redeemed  in  excliange  for  series  issued 

Sept.  1,  1966,  due  Dec.  1,  1966_ 

Redeemed  in  exctiange  for  series  dated 

Sept.  1, 1966,  due  Mar.  2, 1967 

Redeemable  for  cash 

Maturing  Dec.  1, 1966 

Issued  in  exchange  for  series  dated  Mar. 

3,1966.. 

Issued  for  cash 

Maturing  Mar.  2, 1967 

Issued  in  exchange  for  series  dated  Mar. 

3,1966... 

Issued  for  cash 

Treasury  bonds,  foreign  cui'rency  series,  ma- 
turing Sept.  1,  1966 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Sept.  1, 1967 

Certificates  of  indebtedness,   foreign  series, 

maturing  Dec.  2, 1966_.. 

Treasury  bonds,  foreign  currency  series,  ma- 
turing Sept.  6, 1966 

Treasury  bills : 
Regular  weekly: 

Dated  Mar.  10, 1966 

Redeemed  in  exchange  for  series  issued 

Sept.  8,  1966,  due  Dec.  8,  1966 

Redeemed  in  exchange  for  series  dated 

Sept.  8, 1966,  due  Mar.  9,  1967 

Redeemable  for  cash 


*  4. 737 


5.087 


378,448,000.00 


152, 653, 000. 00 
1, 770, 712, 000.  00 


5.567 


378, 448, 000. 00 
921, 696, 000. 00 


3.97 
5.75 
5.10 
4.11 

*  4. 679 


152, 653, 000. 00 
847, 531, 000. 00 


50,142,907.29 
100, 000, 000. 00 


49,875,311.72 


25,164,537.36 


294, 169, 000. 00 

133, 647, 000. 00 
1,872,716,000.00 


Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,   and   redemptions   of  interest-bearing   public   debt 
securities,    excluding    special   issues,    July    1966- June    1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


Treasury  bills— Continued 
1966  Regular  weekly— Continued 

Sept.    8  Maturing  Dec.  8, 1966... .-. 

Issued  in  exchange  for  series  dated  Mar. 

10,  1966... 

Issued  for  cash 

8  Maturing  Mar.  9,  1967 

Issued  in  exchange  for  series  dated  Mar. 

10,1966-- 

Issued  for  cash 

12  Certificates  of  indebtedness,  foreign  series, 

maturing: 
Nov.  2,  1966- - 

13  Nov.  30, 1966 

Treasury  bills: 

Regular  weekly: 

15  Dated  Mar.  17,  1966 - -... 

Redeemed  in  exchange  for  series  issued 

Sept.  15,  1966,  due  Dec.  15,  1966 

Redeemed  in  exchange  for  series  dated 

Sept.  15,  1966,  due  Mar.  16, 1967 

Redeemable  for  cash - 

15  Maturing  Dec.  15,  1966- - 

Issued  in  exchange  for  series  dated  Mar. 

17,1966 

Issued  for  cash 

15  Maturing  Mar.  16,  1967 -- 

Issued  in  exchange  for  series  dated  Mar. 

17,1966 

Issued  for  cash, -- 

10    Certificates  of  indebtedness,  foreign  series, 
maturing: 

Nov.  .30,  1966 

Oct.  21,  1966 --- 

21  Nov.  2,  1966 

Nov.  16,  1966. - 

Nov.  30, 1966 - 

Treasury  bills: 
Regular  weekly: 

22  Dated  Mar.  24, 1966 

Redeemed  in  exchange  for  scries  issued 

Sept.  22.  1966,  due  Dec.  22,  1966 

Redeemed  in  exchange  for  series  dated 

Sept.  22,  1966,  due  Mar.  23,  1967 

Redeemable  for  cash 

Maturing  Dec.  22,  1966 --- 

Issued  in  exchange  for  series,  dated  Mar. 

24,1966 

Issued  for  cash .-. 

Maturing  Mar.  23,  1967 

Issued  in  exchange  for  series  dated  Mar. 

24,1966 

Issued  for  cash _  -  _ 

26    Treasury  bonds,  maturing  June  30,  1967 

28  Certificates  of  indebtedness,   foreign  series, 
maturing: 

Dec.  28,  1966 

29  Dec.  29,  1966. - 

Treasury  bills: 

Regular  weekly: 

29  Dated  Mar.  31,1966...- 

Redeemed  in  exchange  for  series  issued 

Sept.  29,  1966,  due  Dec.  29,  1966 

Redeemed  in  exchange  for  series  dated 

Sept.  29,  19R6,  due  Mar.  30, 1967 

Redeemal  ile  for  cash 

29  Maturing  Dec.  29, 1966-- 

Issued  in  exchange  for  series  dated  Mar. 

31,  1966 

Issued  for  cash - 

29  Maturing  Mar.  30, 1967 

Issued   in   exchange   for   series   dated 

Mar.  31, 1966 - 

Issued  for  cash 


Percent 
6.156 


5.657 


$294, 169, 000. 00 
1,008,258,000.00 


133, 647, 000.  00 
870,035,000.00 


4.75 
5.10 


<  4. 723 


$10,000,000.00 
28, 000, 000.  00 


5.447 


5.927 


198, 395, 000. 00 
1, 101, 568, 000. 00 


55, 675, 000. 00 
944, 681, 000. 00 


5.10 
5.00 
4.75 
4.75 
5.10 


<4.603 


22 


22 


5.586 


6.040 


290, 917, 000. 00 
1, 009, 303, 000. 00 


4.00 


5.50 
5.50 


<  4.  574 


206, 185, 000. 00 
794, 297, 000. 00 


17,  600, 000. 00 
100, 000, 000. 00 


5.502 


198, 395. 000. 00 

55, 675, 000. 00 
2, 048, 412, 000.  00 


4, 000,  000. 00 
10, 000, 000.  00 
2,  500, 000. 00 
2,  500, 000.  00 
18, 000, 000. 00 


290, 917, 000. 00 


206, 185, 000. 00 
1, 804, 047, 000. 00 


23, 838. 97 


284,  686, 000. 00 


153, 344, 000.  00 
1, 862, 067, 000. 00 


5.803 


284, 686,  000. 00 
1,018,281,000.00 


153, 344, 000. 00 
847,356,000.00 


Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redem-ptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  » 


Treasury  bills— Continued 

1966          Regular  monthly:  Percent 

Sept.  30           Dated  Sept.  30, 1965 4.236 

Redeemed  in  exchange  for  series  issued 
Sept.  30,  1966,  due  June  30, 1967 

Redeemed  in  exchange  for  series  dated 
Sept.  30, 1966,  due  Sept.  30, 1967 

Redeemable  for  cash.. 

30           Maturing  June 30,  1967.. 5.808 

Issued   in  exchange  for  series  dated 
Sept.  30, 1965.. 

Issued  for  cash 

30           Maturing  Sept.  30,  1967 _.  5.806 

Issued   in   exchange   for   series   dated 
Sept.  30,  1965 

Issued  for  cash 

30    Certificates  of  indebtedness,  foreign  series, 
maturing: 

Nov.  16, 1966 4.75 

Dec.  30,  1966 5.47 

30    Treasury  certificates,  maturing: 

Sept.  30,  1966 4.30 

Sept.  30,  1966 4.435 

Oct.  31,  1966 4.818 

Dec.  31,  1966 5.503 

30    U.S.  savings  bonds: ' 

Series  E-1941 '3.297 

Series  E-1942.. 83.339 

Series  E-1943 6  3.377 

Series  E-1944 «3.409 

Series  E-1945. «3.438 

Series  E-1946... «3.468 

Series  E-1947 «3.497 

Series  E-1948 63.528 

Series  E-1949. 63.464 

Series  E-1950 63.433 

Series  E-1951 '3.485 

Series  E-1952  (January  to  April) 3. 520 

Series  E-1952  (May  to  December) '  3. 575 

Series  E-1953... '3.608 

Series  E-1954 '3.657 

Series  E-1955 '3.702 

Series  E-1956 '3.745 

Series  E-1957  (January) 3.780 

Series  E-1957  (February  to  December)...  '  3. 915 

Series  E-1958 '3.959 

Series  E-1959  (January  to  May) 3. 990 

Series  E-1959  (June  to  December) •  3. 815 

Series  E-1960 6  3.859 

Series  E-1961 '3.904 

Series  E-1962 '  3. 955 

Series  E-1963 64.009 

Series  E-1964 '4.059 

Series  E-1965  (January  to  November) '  4. 107 

Series  E-1965  (December) 4. 150 

Series  E-1966 4.150 

Unclassified  sales  and  redemptions 

Series  H-1952 '  3. 485 

Series  H-1953 63.519 

Series  H-1954 63.566 

Series  H-1955 '  3.  610 

Series  H-1956 '3.659 

Series  H-1957  (January) 3.  700 

Series  H-1957  (February  to  December) .  .  '3.  671 

Series  H-1958.- _.. '  3.  762 

Series  H-1959  (January  to  Mav) 3.830 

Series  H-1959  (June  to  D  ecember) 6  3. 874 

Series  H-1960 63.901 

Series  H-1961 63.943 

Series  H-1962 '3.982 

Series  H-1963 64.023 

Series  H-1964 '4.072 

Series  H-1965  (January  to  November) ...  '  4. 110 

Series  H-1965  (December) 4. 150 

Series  H-1966 4. 150 

Footnotes  at  end  of  table. 


$50, 431, 000. 00 
449, 627, 000. 00 


168, 105, 000. 00 
732, 008, 000. 00 


40, 000, 000.  00 


31, 742, 423. 30 
19,224,395.18 


375, 
2, 822, 
8, 772, 
3,208, 
3, 176, 
3, 187, 
3, 601, 
3, 603, 
3,802, 
3,709, 
3,095, 
1, 567, 
1,849, 
5,254, 
5,589, 
6,068, 
4, 014, 
6, 665, 
7,653, 
5, 996, 
2, 877, 
2, 599, 
5,851, 
6, 468, 
6, 336, 
7, 276, 
7, 376, 
6, 677, 
46, 
385, 536, 
-10, 685, 


712. 11 
352.98 
661. 50 
613. 03 
415.94 
303.98 
864.29 
226.93 
954. 63 
227.83 
601. 89 
319. 27 
695.31 
Oil. 17 
932.92 
870.49 
295. 69 
106. 21 
670. 98 
495. 61 
446.21 
466.37 
615. 93 
199. 34 
444.86 
840. 96 
644. 67 
259. 16 
464. 36 
581. 95 
303. 81 


13, 000.  00 
"55,"957,"500."6o 


$50,431,000.00 

168, 105, 000.  00 
781,963,000.00 


5, 000, 000. 00 


31,636,203.67 
19, 013, 582. 09 


1,691, 

7, 357, 

11, 662, 

15,240, 

13, 535, 

8,923, 

7, 503, 

8, 316, 

8,606, 

8,375, 

7, 058, 

2, 427, 

5, 537, 

10, 063, 

11, 572, 

14, 146, 

18, 680, 

1,104, 

10,976, 

11, 087, 

4, 070, 

6,732, 

10, 830, 

11, 727, 

13, 268, 

17, 015, 

22,988, 

40, 439, 

7,560, 

99, 606, 

38, 732, 

769, 

1,253, 

2, 666, 

3,936, 

6, 122, 

114, 

1,751, 

3,233, 

1, 146, 

1,421, 

5, 078, 

4, 164, 

3.053, 

2, 845, 

2, 241, 

1, 793, 

309, 

448 


238.44 
546.70 
249.08 
086.47 
492.29 
261.27 
268.80 
822.71 
783.29 
262. 73 
434.36 
516. 35 
252.63 
520.94 
069. 13 
296. 91 
793. 97 
983. 76 
534. 58 
406.85 
355.63 
641.98 
293.09 
302. 35 
890. 33 
685.43 
880. 63 
857. 33 
719. 16 
793. 12 
195. 61 
000.00 
500.00 
500. 00 
000.00 
000. 00 
000. 00 
500. 00 
500.00 
000. 00 
500. 00 
500. 00 
000. 00 
000. 00 
500.00 
000. 00 
500. 00 
500.00 
,  500. 00 
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Table    42. — Issues,   malurilies,    and   redemptions   of  interest-hearing   ■public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


1966 
Sept.  30 


30 


Oct. 


U.S.  savings  bonds '—Continued 

Unclassified  sales  and  redemptions 

.Series  J-1954 

Series  J-1955 

Series  J-1956 ._ 

Series  J-1957. -.- 

Unclassified  redemptions 

Series  K-1954 

Series  K-1955 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  E-1966._- 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  ' 

Certificates  of  indebtedness,  Series  A-1966  .. 
Adjustments  of  redemptions  ' 

Certificates  of  indebtedness,  Series  A-1967 

Adjustments  of  issues  ' 

Treasury  notes,  Series  A-1971 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds... 

Depositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds.  Investment  Series  B-1975-80. 

Redeemed  in  exchange  for  m%  Treasury 

notes.  Series  EA-1971..- 

Treasury  notes.  Series  EA-1971 

Miscellaneous 


Percent 

"2.' 76" 
2.76 
2.76 
2.76 


-$6,919,000.00 

112,953.60 

303, 444. 80 

231,641.69 

73,516.88 


2.76 
2.76 
2.76 
2.76 


4.00 


$42, 382, 500. 00 

10, 284, 723. 80 

807, 193. 80 

858, 427. 82 

123,419.37 

9-1,719,545.11 

22, 937, 000. 00 

3, 678, 000. 00 

1, 204, 000. 00 

226, 500.  00 

5,382,500.00 


-4, 054, 000. 00 

""'4,"52i,666."6o 
"""'-i9,"666."66 


-441,000.00 


3.76 
2.00 
2.00 
2?i 


-54, 000. 00 

107, 171. 77 

214, 000. 00 

10,000.00 


55,  210.  48 
425, 000.  00 
390, 000. 00 


m 


5,881,000.00 


5,881,000.00 
"41^936^  moo 
Total  September 13,829,872,947.27       13,345,773,039.89 


Treasury  notes,  Series  EO-1966 

Redeemable  for  cash 

Treasury  certificates,  maturing: 

Oct.  1, 1966 

Jan.  1,  1967 

Treasury  bonds,  foreign  currency  series,  ma- 
turing Oct.  3,  1966 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Oct.  3, 1967 

Treasury  notes,  foreign  series,  maturing  Oct.  6, 

1966 

Treasury  bills: 
Regular  weekly: 

Dated  Apr.  7,  1966 

Redeemed  in  exchange  for  series  issued 

Oct.  6,  1966,  due  Jan.  5,  1967 

Redeemed  in  excliange  for  series  dated 

Oct.  6,  1966.  due  Apr.  6,  1967 

Redeemable  for  cash.- 

Maturing  Jan.  5,  1967 

Issued  in  exchange  for  series  dated  Apr.  7, 

1966 

Issued  for  cash 

Maturing  Apr.  6,  1967 

Issued   in   exchange   for  series   dated 

Apr.  7,  1966_- 

Issued  for  cash 

Treasury  bonds,  foreign  currency  series,  ma- 
turing Oct.  7,  1966 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Oct.  6,  1967 

Treasure    notes,    foreign    series,    maturing 

May  13, 1908 

Treasury  bills: 
Regular  weekly: 

Dated  Apr.  14, 1966 

Redeemed  in  exchange  for  series  issued 

Oct.  13, 1966,  due  Jan.  12, 1967..- 

Redeemed  in  exchange  for  series  dated 

Oct.  13,  1960,  due  Apr.  13, 1967 

Redeemable  for  cash 


m 


4.435 
5.503 

4.07 

5.60 

3.97 

*  4.  726 


6, 343, 902. 90 


60, 140, 393. 10 


356, 530, 000. 00 
6,274,336.20 

49, 838, 026.  41 
125, 000, 000. 00 


5.408 


206, 712, 000. 00 


133,340,000.00 
1,964,025,000.00 


5.673 


206,712,000.00 
1,093,425,000.00 


4.10 
6.54 
4.30 

*  4. 827 


133, 346, 000. 00 
866,912,000.00 


51, 888, 750.  52 


52,112,284.60 
351,622.73 


10,  649, 000. 00 

4, 458, 000. 00 
2, 287, 557, 000. 00 


Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


4.30 


<  4. 892 


Treasury  bills— Continued 
1966  Regular  weekly— Continued  Percent 

Oct.    13  Maturing  Jan.  12.  19«7 5.470 

Issued    in    exchange    for  series    dated 

Apr.l4,  1966 

Issued  for  cash 

13  Maturing  Apr.  13,  1967 5.750 

Issued   in   exchange   for   series   dated 

Apr.  14,  1966 

Issued  for  cash 

Tax  anticipation: 

18  Maturing  Apr.  21,  1967... 5.483 

Issued  for  cash 

18  Maturing  June  22,  1967. _ 5.586 

Issued  for  cash 

18    Treasury  notes,  foreign  series,  maturing  May 

13,  1968... 

Treasury  bills: 
Regular  weekly: 

20  Dated  Apr.  21,  1966 

Redeemed  in  exchange  for  series  issued 

Oct.  20,  1966,  due  Jan.  19,  1967 

Redeemed  in  exchange  for  series  dated 

Oct.  20,  1966,  due  Apr.  20,  1967 

Redeemable  for  cash... 

20  Maturing  Jan.  19,  1967 5.423 

Issued   in   exchange   for  series   dated 

Apr.  21, 1966.. 

Issued  for  cash 

20  Maturing  Apr.  20,  1967 5.652 

Issued   in   exchange   for   series   dated 

Apr.  21,  1966 

Issued  for  cash 

21  Certificates  of  indebtedness,  foreign  series, 

maturing: 

Oct.  21, 1966 

Jan.  23, 1967 

25    Treasury    notes,    foreign    series,    maturing 

May  13,  1968 

Treasury  bills: 
Regular  weekly: 

27  Dated  Apr.  28,  1966 

Redeemed  in  exchange  for  series  issued 

Oct.  27,  1966,  due  Jan.  26,  1967 

Redeemed  in  exchange  for  series  dated 

Oct.  27,  1966,  due  Apr.  27,  1967. 

Redeemable  for  cash 

27  Maturing  Jan.  26,  1967 6.247 

Issued   in  exchange   for  series   dated 

Apr.  28,  1966 

Issued  for  cash 

27  Maturing  Apr.  27,  1967 5.536 

Issued   in  exchange   for  series  dated 

Apr.  28,  1966 

Issued  for  cash 

Regular  monthly: 

31  Dated  Oct.  31,  1965. 4.192 

Redeemed  in  exchange  for  series  issued 

Oct.  31,  1966,  due  July  31, 1967 

Redeemed  in  exchange  for  series  dated 

Oct.  31,  1966,  due  Oct.  31, 1967 

Redeemable  for  cash 

31  Maturing  July  31, 1967 5.567 

Issued   in  exchange   for   series  dated 

Oct.  31, 1965. 

Issued  for  cash... 

31  Maturing  Oct.  31,  1967 5.544 

Issued  in  exchange  for  series  dated  Oct. 

31,  1965 

Issued  for  cash 

31    Treasury  certificates,  maturing: 

Oct.  31,  1966 _ _ 4.818 

Oct.31,  1966 - 4.29 

Nov.30,  1966 4.86 

Jan.  31, 1967 5.246 

Footnotes  at  end  of  table. 


$10,649,000.00 
1, 289, 916, 000. 00 


4, 458, 000. 00 
995, 486, 000. 00 


1, 506,  853,  000. 00 
'2,"o66,"632,'666.'66 


$1, 452,  542. 18 


253,  687,  000. 00 


179, 717, 000. 00 
1,  868, 633, 000. 00 


253,  687,  000. 00 
1,  048,  230,  000. 00 


5.00 
5.45 


4.30 


<  4.  780 


179,  717, 000. 00 
820, 992,  000. 00 


30,  000, 000. 00 


30,  000, 000. 00 
265,828.60 


250,027,000.00 

192,  593,  000. 00 
1,  858, 423,  000. 00 


250, 027, 000. 00 
1, 050, 192, 000. 00 


192,  593, 000. 00 
807,886,000.00 


90, 064, 000. 00 

68, 949, 000. 00 
840, 935, 000. 00 


90,  064. 000. 00 
410, 306, 000. 00 


68,949,000.00 
835, 691, 000. 00 


31, 852, 296. 01 
1,062,858.79 


1, 050, 209. 02 
31,742,423.30 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1966 
Oct.    31 


U.S.  savings  bonds: ' 

Series  E-1941 

Series  E-1942._ 

Series  E-1943. 

Series  E-1944 

Series  E-1945.. 

Series  E-1946-_ 

Series  E-1947- 

Series  E-1948 

Series  E-1949 

Series  E-1950. 

Series  E-1951.-_ 

Series  E-1952  (Januai-y  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953.- .. 

Series  E-1954. 

Series  E-1955. 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December). 

Series  E-1958. 

Series  E-1959  (Januaiy  to  May) 

Series  E-1959  (June  to  December) 

Series  E-1960. 

Series  E-1961 

Series  E-1962 

Series  E-1963... 

Series  E-1964-_ _ 

Series  E-1965  (January  to  November).- 

Series  E-1965  (December) 

Series  E-1966._ 

TTnclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953... 

Series  H-1 954.. 

Series  H-1955 

Series  H-1 956. 

Series  H-1957  (January) 

Series  H-1957  (February  to  December) . 

Series  H-1958 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  n-1960 ._ 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-19f)4 _ 

Series  n-1965  (January  to  November).. 

Series  H-1965  (December).. 

Series  H-1966 

Unclassified  sales  and  redemptions 

Series  J-1954 

Series  J-1955. 

Series  J-1956... 

Series  J-1957. 

Unclassified  redemptions 

Series  K-1954 

Series  K-1955. 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions. 

31    Treasury  notes,  Series  E-1966 

Adjustments  of  redemptions  ' 

31    Treasury  bonds  of  1966. _ 

Adjustments  of  redemptions  ' 

31    Treasury  notes,  Series  A-1971 

Adjustments  of  issues  ^ 

31    U.S.  retirement  plan  bonds 

31    Depositary  bonds.  First  Scries 

31    Treasury  bonds,  RE  A  Series 

31    Treasury  bonds.  Investment  Series  B-1975-8 

Redeemed  in  exchange  for: 
114%  Treasury  notes.  Series  E  A-1971. 
1H%  Treasury  notes,  Series  EO-1971 . 

Footnotes  at  end  of  table. 


Percent 
6  3. 297 
«  3. 340 
«  3. 377 
«  3. 409 
«  3. 438 
«  3. 468 
«  3. 497 
« 3. 528 
«3.464 
•3.433 
•  3. 485 

3.520 
'  3. 575 
«  3. 608 
6  3. 657 
«  3. 702 
« 3. 746 

3.780 
»3.915 
« 3. 959 

3.990 
6  3.815 
«  3. 859 
«3.904 
«  3. 955 
6  4. 008 
«  4.  059 
«4. 106 

4.150 

4.150 


« 3. 485 
•3.519 
«  3. 566 
8  3. 610 
•  3. 659 

3.700 
«  3. 671 
«  3. 762 

3.830 
«  3. 874 
«  3. 901 
«  3. 943 
«  3. 982 
«  4. 023 
«  4. 072 
•4.110 

4. 150 

4.150 

""2."  76" 
2.76 
2.76 
2.76 


$431, 
2, 949, 

6. 823, 
2, 940, 
3, 867, 
3,315, 
3,435, 
3, 473, 
3, 548, 
3,422, 
3, 147, 
1,411, 
1,656, 
4,081, 
4.518, 
4, 756, 

1. 824, 

5, 680, 

6,  057, 

2, 788, 

3, 133, 

5, 970, 

6, 658, 

6,691, 

8, 160, 

7, 960, 

6, 928, 

25, 

395,810, 

«  -15,971, 


958. 16 
888. 45 
514. 25 

072. 90 
625. 47 
199. 25 
635.77 
163. 34 
714.85 
507. 01 
291.95 
239. 43 
307.74 
679. 42 
975. 33 
891.39 
466. 70 
-54. 56 
030. 96 
106. 87 
747.72 
026. 83 
692. 78 
962. 18 
414. 42 
687. 86 
950. 94 
355. 76 
932.  60 
822. 58 

857. 91 


20, 000. 00 
4,  500. 00 


38, 807,  500.  00 

7,  649,  500. 00 

136,  131. 20 

308,  916. 80 

175,016.18 

73, 913. 51 


2.76 
2.76 
2.76 
2.76 


4.00 

'iVi" 


$1,828, 

7, 665 

12,519 

15, 602, 

13, 803 

9, 237 

8,199 

8, 855, 

9, 740, 

9,317 

8,271 

2, 789 

6, 572 

11,321 

13,027 

16, 188 

20, 622 

1,544 

12, 760, 

12,683 

4, 652, 

6,411 

11,911 

13, 069, 

15, 430 

19, 526, 

26, 879 

42, 932, 

7,486, 

131,205, 

9  -86,  028, 

1,049, 

2,517 

5,744 

8,048, 

8,019 

1,654 

3,120 

5, 070 

2. 253 

2,197 

7, 122, 

6.913 

5,632 

4. 9.50 

3,  731 

3,  275, 
236, 

1,412, 

»  -24, 363 

5,  965 

1,  39: 

1, 192, 

100, 

1, 382, 

21. 181 

4,  619 
3,265 

743 
9  -3,  747. 


198. 80 
005.  55 
908. 90 

242. 77 
722.  06 
134.  54 
250.81 
924. 65 
330.81 
277. 67 
706. 59 
734. 44 
617.09 
821.71 

884. 98 
590. 35 

200. 84 
190.  69 

323. 99 

938. 31 
529. 98 
252. 82 
721.82 
218. 29 
979. 22 
473. 53 
474. 61 

652. 78 

427. 85 
195.  66 
813.06 
500.00 
000.00 
000.00 
500. 00 
000. 00 
000.00 
500. 00 
500.00 
500. 00 
500.00 
000. 00 
000.00 
600. 00 
000.  00 
000.00 
500. 00 
000. 00 
500. 00 
000.00 
354. 20 
723.40 

939. 32 

566. 86 
987. 16 
500. 00 
500.  00 
000. 00 
000. 00 
000.00 


000. 00 

666."66 


5H 


3.76 
2.00 
2.00 
2H 


-32, 000. 00 

229, 397. 66 

73, 000.  00 


34, 943. 78 
158,000.00 
715, 000. 00 


7,  785, 000. 00 
1,967,000.00 
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Table    42. — Issues,   maturities,   and  redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 

Rate  Amount  matured 

Date  Securities  of  in-       Amount  issued  2         or  called  or  re- 

terest  1  deemed  prior  to 

maturity » 

1966  PcTCtnt 

Oct.    31  Treasury  notes,  Series  EA-1971 IJ^  $7,785,000.00    

31  Treasury  notes,  Series  E 0-1971 l)^  1,967,000.00    _ 

31  Miscellaneous _- -    $24,236,100.00 


Total  October 14,846,709,027.11        11,378,958,506.27 


Nov.    1    Treasury  bonds,  foreign  series,  maturing  Nov. 

1,1966 4.125 30,000,000.00 

1    Certificates  of  indebtedness,  foreign  currency 
series,  maturing: 

Nov.  1,1966 4.33      49,981,257.02 

Nov.  1,  1967.-.. 5.48  60,271,465.92    

1  Certificates  of  indebtedness,   foreign  series, 

maturing: 

Dec.  28,  1966 5.50      17,600,000.00 

2  Dec.  28,  1966 5.10      10,000,000.00 

2  Treasury  certificates,  maturing  Dec.  31, 1966..         6.503    4,306,013.87 

Treasury  bills: 

Regular  weekly: 

3  Dated  May  5,  1966 <4.811    

Redeemed  in  exchange  for  series  issued 

Nov.  3,  1966,  due  Feb.  2,  1967 320,082,000.00 

Redeemed  in  exchange  for  series  dated 

Nov.  3,  1966,  due  May  4,  1967 182,216,000.00 

Redeemable  for  cash 1,787,755,000.00 

3  Maturing  Feb.  2,  1967 5.235 

Issued  in  exchange  for  series  dated  May 

5,1966 320,082,000.00    

Issued  for  cash 980,477,000.00 

3  Maturing  May  4,  1967 5.513    _ _ 

Issued   in   exchange   for   series   dated 

May  5,  1966 182,216,000.00     

Issued  for  cash .._ 818,575,000.00    

7    Certificates  of  indebtedness,   foreign  series, 
maturing: 

Nov.7,1966, 4.85      25,000,000.00 

Dec.  2,  1966..- 5.10      10,000,000.00 

Feb.  2,  1967--- -.-- 5.25  26,000.000.00    

9    Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Nov.  9, 1967 5.56  27,725,151.33    

9    Treasury    bonds,    foreign    currency    series, 

maturing  Nov.  9,  1966 3.98 - 27,714,906.00 

Treasury  bills: 
Regular  weekly: 

10  Dated  May  12, 1966 M.822    

Redeemed  in  exchange  for  series  issued 

Nov.  10,  1966,  due  Feb.  9,  1967 265,004,000.00 

Redeemed  in  exchange  for  series  dated 

Nov.  10,  1966,  due  May  11,  1967 192,809,000.00 

Redeemable  for  cash .-.         1,845,119,000.00 

10  Maturing  Feb.  9,  1967 5.432 

Issued   in   exchange   for   series   dated 

May  12,  1966. 265,004,000.00     -.. 

Issued  for  cash 1,035,624,000.00 

10  MaturingMay  11,  1967.. 5.705    - 

Issued    in   exchange   for   series   dated 

May  12,  1966 192,809,000.00    

Issued  for  cash -.  807,326,000.00    

14  Certificates   of  indebtedness,  foreign   series, 

maturing  Dec.  2,  1966 5.10 5,000,000.00 

15  Certificatesof  indebtedness.  Series  A-1966 4Ji        -.,     .- 

Redeemed  in  exchange  for: 

5^%  Treasury  notes,  Series  A-1968 - 44,353,000.00 

5J^^%  Treasury  notes.  Series  B-1971 19,463,000.00 

Redeemable  for  cash 1,070,952,000.00 

16  Treasury  notes.  Series  E-1966 4.00      -. 

Redeemed  in  exchange  for: 

5^^%  Treasury  notes,  Series  A-1968 .- 609,027,000.00 

5J^%  Treasury  notes,  Series  B-1971 27,971,000.00 

Redeemable  for  cash 1,034,726,000.00 

15    Treasury  bonds  of  1966 3^        

Redeemed  in  exchange  for: 

55^%  Treasury  notes.  Series  A-1968 279,119,000.00 

5H%  Treasury  notes.  Series  B-1971 18,904,000.00 

Redeemable  for  cash 967,244,500.00 

Footnotes  at  end  of  table. 
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T.vBLE    42. — Issues,   malurilies,   and   redemptions   of  inieresi-bearrng   pitbb'c   debt 
securities,  excluding  special  issues,  July  1066-Junc  1967- — Continued 


Date 

Securities 

Rate 
of  in- 
terest » 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 

196G 
Nov.  15 

Treasury  notes,  Series  A-1968 

Percent 

Issued  in  exchange  for: 

iH%  certificates  of  indebtedness,  Scries 
A-19G6 

4%  Treasury  notes.  Series  E-1966. 

3H%  Treasury  bonds  of  1966 

Issued  for  casti 

$44, 353, 000.  00 

609, 027, 000.  00 

279, 119, 000.  00 

1,702,689,000.00 

15 

Treasuiy  notes.  Series  B-1971 

Issued  in  exciiange  for: 
4M%  certificates  of  indebtedness,  Series 
A— 1966 

4%  Treasury  notes,  Series  E-i966. 

35^%  Treasury  bonds  of  1966. 

m 

19,463,000.00 

27,971,000.00 

18,904,000.00 

1,667,754,000.00 

Issued  for  cash           . 

16 

Certificates  of  indebtedness,   foreign  series, 

maturing  Dec.  2,  1966 

Certificates  of  indebtedness,  foreign  cuiTency 

series,  maturing  Nov.  9,  1967 

Treasury  notes,  foreign  cun-ency  series,  matur- 
ing Nov.  16,  1967 

Treasury  bills: 
Regular  weekly: 

Dated  May  19, 1966.. 

Redeemed  in  exchange  for  series  issued 

Nov.  17,  1966,  due  Feb.  16,  1967 

Redeemed  in  exchange  for  series  dated 

Nov.  17,  1966,  due  May  18,  1967. 

Redeemable  for  cash 

5.10 
5.56 
5.58 

*  4. 950 

$5, 000. 000.  00 

16 

27, 726. 151. 33 

16 

27,793,862.19 

17 

134, 694,  000.  00 

79, 154, 000. 00 
2, 087, 960, 000. 00 

17 

Maturing  Feb.  16,  1967... 

Issued  in  exchange  for  series  dated  May 
19, 1966.. 

5.458 

134,694,000.00 
1,165,891,000.00 

17 

Maturing  May  18, 1967 

Issued  in  exchange  for  series  dated  May 
19, 1966 

5.695 

79,154,000.00 
920, 863, 000. 00 

25 

Dated  May  26, 1966. 

Redeemed  in  exchange  for  series  issued 
Nov.  25,  1966,  due  Feb.  23,  1967 

Redeemed  in  exchange  for  series  dated 
Nov.  25,  1966,  due  May  25,  1967 

Redeemable  for  cash.    

M.941 

225.112.000.00 

163,336,000.00 
1.912,231,000.00 

25 

Maturing  Feb.  23,  1967 

Issued    in   exchange  for  series   dated 
May  26,  1966 

5.252 

225.112,000.00 
1,075,559,000.00 

25 

Maturing  May  25,  1967 

Issued   in   exchange  for  series   dated 
May  26,  1966 

Issued  for  cash 

6.602 

163,336,000.00 
836, 283, 000. 00 

25 

Regular  monthly: 
Maturing  Mar.  31,  1967-May  31, 1967  'o. . . 
Issued    in   exchange   for   series   dated 
Nov.  30,  1965... 

5.318 

50,000.00 
1,202,296,000.00 

25 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Dec.  2,  1966 

Dec.  2,  1966 

Dec.  2,  1966 

Treasury  bills: 
Regular  monthly: 
Dated  Nov.  30, 1965 

5.10 
5.10 
5.10 

4.277 

10,000,000.00 

29 

10, 000. 000. 00 

30 

5, 000, 000. 00 

30 

Redeemed  in  exchange  for  series  issued 
Nov.  30, 1966,  due  Aug.  31, 1967 

Redeemed  in  exchange  for  series  dated 
Nov.  30. 1966,  due  Nov.  30, 1967 

Redeemable  for  cash          ..  

70,080.000.00 

161,596,000.00 
768.904.000.00 

30 

Maturing  Aug.  31,1967 

Issued  in  exchange  for  series  dated  Nov. 
30,1965                       

5.552 

70, 080, 000. 00 
430,637.000.00 

30 

Maturing  Nov  30  1967 

5.519 

Is.sued  in  exchange  for  series  dated  Nov. 
30, 1965 

161,596,000.00 
738. 897, 000. 00 

Issued  for  cash... 

Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966--June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 


me 

Nov.  30 


Treasury  certificates,  maturing: 

Nov.  30,1966 

Dec.  31,1966.. 

30    U.S.  savings  bonds: » 

Series  E-1941 ..- 

Series  E-1942 _. 

Series  E-1943 

Series  E-1944 _ 

Series  E-1945 -.. 

Series  E-1946 

Series  E-1947 

Series  E-1948 

Series  E-1949 

Series  E-1950 

Series  E-1951 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 - 

Series  E-1955.-- 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December). 

Series  E-1958 

Series  E-1959  (January  to  May). 

Series  E-1959  (June  to  December) 

Series  E-1960 

Series  E-1961... 

Series  E-1962 

Series  E-1963 

Series  E-1964 

Series  E-1965  (January  to  November).. 

Series  E-1965  (December) 

Series  E-1966. 

Unclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953-. 

Series  H-1954 

Series  H-1955 

Series  H-1956. 

Series  H-1957  (January) 

Series  H-1957  (Febmary  to  December). 

Series  H-1958.. 

Series  H-1959  (January  to  May). 

Series  H-1959  (June  to  December) 

Series  H-19C0.. 

Series  H-1961. 

Series  H-1962 _... 

Series  H-1963. 

Series  H-1964 _ 

Series  H-1965  (January  to  November).. 

Series  H-1965  (December) 

Series  H-1966 

Unclassified  sales  and  redemptions 

Series  J-1954. 

Series  J-1955 -. 

Series  J-1956. 

Series  J-1957 -.. 

Unclassified  redemptions 

Series  K:-1954 

Series  K-1955 

Series  K-1956_ 

Series  K:-1957 

Unclassified  redemptions 

30    Treasury  bonds  of  1966 

Adjustments  of  redemptions  '.. 

30    Certificates  of  indebtedness,  Series  A-1967- 

Adjustments  of  issues  ' 

30    Treasury  notes,  Series  A-1971 

Adjustments  of  issues  '.. 

30    U.S.  retirement  plan  bonds 

30    Depositary  bonds,  First  Series 

30    Treasury  bonds,  RE  A  Series 

Footnotes  at  end  of  table. 


Percent 
4.86 
4.58 

8  3. 297 
«3.340 
« 3. 377 
«3.409 
•3.438 
»3.468 
« 3. 497 
«3.528 
«3.464 
6  3. 433 
«3.485 

3.520 
6  3. 575 
'  3. 608 
6  3. 657 
« 3. 702 
«  3. 746 

3.780 
6  3.915 
«  3. 959 

3.990 
«3.815 
6  3.859 
«  3. 904 
6  3. 955 
6  4.008 
6  4.  059 
«  4. 106 

4.150 

4.150 


6  3. 485 
6  3. 619 
6  3. 566 
6  3. 610 
« 3. 659 

3.700 
6  3. 671 
«  3. 762 

3.830 
«  3. 874 
« 3. 901 
«  3. 943 
6  3. 982 
«4.023 
«  4. 072 
«4.110 

4.150 

4.150 

'"'2.'76' 
2.76 
2.76 
2.76 


$31,973,168.93 


$31,852,296.01 


2.76 
2.76 
2.76 
2.76 


5^ 
"5M" 


3.77 
2.00 
2.00 


783, 
3, 100, 
3, 593, 
4, 993, 
9, 296, 
3,313, 
3, 142, 
3, 470, 
3, 476, 
3,311, 
2, 947, 
-21, 
1, 679, 
4, 058, 
4, 359, 
4,  729, 
5, 000, 
-3, 497, 
7, 182, 
5, 663, 
2, 605, 
2, 878, 
5, 494, 
6,313, 
6,404, 
7, 069, 
7, 386, 
6, 376, 
4, 
235,883, 
111,  992, 


452. 06 
350. 78 
677. 30 
701. 99 
849. 78 
007. 22 

070. 74 
367. 84 
028. 91 
906. 50 
941.46 

824. 75 
687. 18 
023. 75 
104. 12 

345. 33 
981. 44 
173. 25 
966. 98 
585. 89 
777.47 
410. 59 
158. 82 

243. 34 
283. 54 
934.64 
513. 49 
599. 28 
197. 36 
820. 46 
175. 25 


5, 000. 00 


41, 712, 000. 00 

«-4, 305, 000. 00 

145, 987. 20 

261,301.60 

181,836.41 

-275. 47 


49, 019, 000. 00 


-1,913,000.00 
365, 116. 19 
625, 500. 00 
35, 000.  00 


989, 
4, 119; 
6, 895 
8, 039, 
7, 158, 
4, 706, 
4, 403 
4, 744 
5, 377 
5, 057 
4,291 
1, 549, 
3,465 
6,033, 
7, 136 
8, 655 
10, 932 
1,017 
6, 708, 
6, 785, 
2,575 
3,393 
6, 400 
6, 733, 
8,345 
11,032 
13, 434, 
21,  556 
3, 469, 
71,865 
91, 507 

698, 
1,822, 
3,269 
5, 388 
5, 826, 

616 
2, 173 
3, 697 
1,415 
1,326, 
4, 110, 
4,814 
4, 184, 
3, 063: 
2, 638, 
2, 406 

111 

1,325, 

S-9,485, 

7, 168, 

1, 024 

470, 

194 

986: 
19, 633 
3,497 
1, 670, 

388 
«-2,323 


622. 49 
853. 23 

284. 79 
129. 60 
896. 01 
244. 78 
861. 03 

201. 30 
527. 72 
883. 88 
714. 22 
252.28 
040. 69 
253.21 
671.95 
146. 38 
644.50 
970. 83 
469. 06 
665. 27 

874. 80 

323. 31 
905. 25 
979. 53 
212. 67 
444. 12 
561.20 
431.87 
474. 08 
436. 92 
937. 34 
500. 00 
500. 00 
000. 00 
500.00 
500. 00 
000.  00 
000.  00 
000. 00 
000. 00 
500. 00 
000. 00 
500.00 
000. 00 
500. 00 
000.00 
500. 00 
500.  00 
000.00 
000.  00 
653. 80 
585. 60 
969. 90 
007.77 
522. 67 
500.00 
000. 00 
000.00 
000.  00 
500.  00 


-790, 000.  00 


12,701.21 
341, 500. 00 
180,  000.  00 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
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Date 


Securities 


Rate 
of  in- 
terest > 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


1966  P£TC€7lt 

Nov.  30    Treasury  bonds,  Investment  Series  B-1975-80-        2H 
Redeemed  in  exchange  for  1J^%  Treasury 

notes,  Series  EO-1971. 

30    Treasury  notes,  Series  EO-1971 13^ 

30    Miscellaneous 


$5, 740, 000.  00 


Dec.     1 


$5, 740, 000. 00 

"  3577377500!  bb 

Total  November 16,893,470,279.81        14,998,712,979.49 


Treasury  bills: 
Regular  weekly: 

Dated  June  2, 1960 M.974 

Redeemed  in  exchange  for  series  issued 

Dec.  1,  1966,  due  Mar.  2,  1967 

Redeemed  in  exchange  for  series  dated 

Dec.  1,  1966,  due  June  1, 1967 

Redeemable  for  cash 

1  Maturing  Mar.  2,  1967 5.202 

Issued    in   exchange   for   series    dated 

June2,  1966 

Issued  for  cash 

1  Maturing  June  1,  1967 6.337 

Issued  in  exchange  for  series  dated  June 

2,  1966 

Issued  for  cash 

1    Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Dec.  1,  1966 4.38 

1  Treasurj'  notes,  foreign  currency  series,  matur- 

ing Dec.  2,  1968 5.44 

2  Certificates  of  indebtedness,   foreign  series, 

maturing: 

Dec.  2,  1966 5.10 

Mar.  2,  1967.... 5.20 

5  Mar.  2, 1967 5.20 

6  Mar.  2,  1967 __ 5.20 

7  Treasury  notes,  foreign  series,  maturing  May 

13,  1968... 4.30 

Treasury  bills: 
Regular  weekly: 

8  Dated  June  9,  1966. <  4.  977 

Redeemed  in  exchange  for  series  issued 
Dec.  8,  1966,  due  Mar.  9,  1967.. 

Redeemed  in  exchange  for  series  dated 
Dec.  8,  1966,  due  June  8,  1967.. 

Redeemable  for  cash 

8  Maturing  Mar.  9,  1967, 5.197 

Issued  in  exchange  for  series  dated  June 
9,  1966 

Issued  for  cash 

8  Maturing  June  8, 1967 5.281 

Issued  in  exchange  for  series  dated  June 

9,  1966 

Issued  for  cash. 

9  Certificates  of  indebtedness,  foreign  currency 

series,  maturing: 

Jan.  13,  1967 4.85 

Feb.  3,  1967 4.84 

9    Treasury    notes,    foreign    currency    series, 
maturing: 

Dec.  11,  1967 5.39 

Jan.  9,  1968 _.         5.42 

9    Treasury  certificates,  maturing  Dec.  31, 1966.  5.503 

9    Certificates  of  indebtedness,   foreign  series, 
maturing: 

Mar.  2,  1967 5.20 

12  Mar.  2,  1967 5.20 

Treasury  bills: 
Tax  anticipation: 

12  Maturing  June  22,  1967 5.245 

Issued  for  cash 

12    Treasury    bonds,    foreign    currency    series, 

maturing  Dec.  12,  1966 4.04 

12    Treasury    notes,    foreign    currency    series, 

maturing  Juno  12,  1968.. 5.47 

15    Treasury  certificates,  maturing: 

Dec.  15,  1966.. 1.00 

June  15,  1967 1.00 

Footnotes  at  end  of  table. 


431, 142,  000. 00 
869, 743, 000. 00 


183, 344. 000.  00 
821, 150, 000.  00 


50,337,259.64 

'45,"666,"666."66 


180, 187, 000.  00 
1, 121, 160, 000. 00 


143, 676, 000. 00 
856, 923, 000.  00 


23, 128, 339, 15 
30, 066, 840. 90 


800,885,000.00 

25, 131, 456. 85 
""2,"28i,"432."86 


431, 142, 000. 00 

183, 344, 000.  00 
1,686,966,000.00 


49,996,250.2s 


45, 000, 000.  00 


5, 000, 000.  00 
5, 000, 000. 00 


1,943,723.19 


180, 187, 000.  00 


143, 676, 000. 00 
1,979,081,000.00 


30. 100, 953. 96 
23, 087,  756. 66 


63, 657.  65 


5, 000, 000. 00 
5, 000, 000. 00 


25,176,721.22 
2,220,150.63 
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Table    42.- — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest * 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  s 


Treasury  bills: 
1966  Regular  weekly:  Percent 

Dec.  15  Dated  June  16,  1966 <  5. 125 

Redeemed  in  exchange  for  series  issued 

Dec.  15,  1966,  due  Mar.  16,  1967 _ _. 

Redeemed  in  exchange  for  series  dated 

Dec.  15,  1966,  due  June  15,  1967 _ _ 

Redeemable  for  cash 

15  Maturing  Mar.  16,  1967 5.047 

Issued  in  exchange  for  series  dated  June 

16,  1966 

Issued  for  cash 

15  Maturing  June  15,  1967 _ 5.130 

Issued  in  exchange  for  series  dated  June 

16,  1966 

Issued  for  cash 

19    Certificates   of  indebtedness,  foreign  series, 
maturing: 

Mar.  20,  1967. 5.05 

21  Mar.21,  1967_ 4.85 

21  Treasury  certificates,  maturing  Dec.  31, 1966- -         6.503 

22  Certificates  of  indebtedness,   foreign  series, 

maturing: 

Dec.  22,  1966 _ _._ 4.50 

Mar.  2,  1967 _ 5.20 

June  22,  1967 _ 4.95 

Treasury  bills: 
Regular  weekly: 

22  Dated  June  23,  1966 <  5. 153 

Redeemed  in  exchange  for  series  issued 

Dec.  22,  1966,  due  Mar.  23,  1967 

Redeemed  in  exchange  for  series  dated 

Dec.  22,  1966,  due  June  22,  1967 

Redeemable  for  cash. 

22  Matuiing  March  23, 1967 4.844 

Issued  in  exchange  for  series  dated  June 

23,  1966 

Issued  for  cash 

22  Maturing  June  22,  1967 4.940 

Issued  in  exchange  for  series  dated  June 

23,  1966 

Issued  for  cash 

23    Certificates  of  indebtedness,  foreign  series, 
maturing: 

Mar.  23,  1967 4.85 

27  Mar.  28,  1967 4.75 

29  Dec.  29,  1966 5.50 

Mar.  29,  1967... 4.75 

Treasury  bills: 
Regular  weekly: 

29  Dated  June  30, 1966 <5.115 

Redeemed  in  exchange  for  series  issued 

Dec.  29,  1966,  due  Mar.  30,  1967 

Redeemed  in  exchange  for  series  dated 

Dec.  29,  1966,  due  June  29, 1967 

Redeemable  for  cash 

29  Maturing  Mar.  30,  1967 4.747 

Issued    in   exchange    for   series   dated 

June  30,  1966 

Issued  for  cash 

29  Maturing  June  29, 1967 .._ 4.856 

Issued    in   exchange   for   series   dated 

JuneSO,  1966 

Issued  for  cash.__ 

29  Treasury  bonds,  maturing  June  30,  1967 4. 00 

30  Certificates  of  indebtedness,   foreign  series, 

matiuring: 

Dec.  30,  1966 5.47 

Jan.  23,  1967 5.45 

Mar.  2,  1967. _ 5.20 

Mar.  29,  1967.  _ 4.75 

31  Treasmy  certificates,  maturing: 

Dec.  31,  1966.- 4.58 

Dec.31,  1966 5.503 

Jan.31, 1967 4.19 

Mar.  31, 1967... 4.747 

Footnotes  at  end  of  table. 


$141, 607, 000.  00 

77, 968, 000. 00 
2,082,059,000.00 


$141,  607, 000.  00 
1, 161, 957, 000.  00 


77, 968, 000.  00 
922, 900, 000. 00 


40, 000, 000.  00 
15,000,000.00 


50, 000, 000.  00 


322, 082, 000. 00 
983, 395, 000. 00 


172,470,000.00 
833, 585, 000.  00 


15, 000, 000.  00 
70, 000, 000. 00 


100, 000, 000. 00 


233, 998, 000. 00 
1, 070, 073, 000. 00 


145,  090, 000. 00 
866,  202, 000. 00 


32, 091, 321. 02 
14,315,991.39 


733,011.72 


50,000,000.00 
6,000,000.00 


322, 082, 000. 00 


172,470,000.00 
1, 806, 043, 000. 00 


100, 000, 000. 00 


233, 998, 000. 00 

145, 090,  000. 00 
1, 923, 783, 000. 00 


4, 363, 443. 05 


40,  000, 000. 00 

20,  000,  000. 00 

5, 000, 000. 00 

100,  000,  000. 00 

31,973,168.93 
14,121,711.94 
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Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


1966 
Dec.  31 


r.S.  savings  bonds:  •  Percent 

Series  E-1941. «3.297  $2,107,345.16 

Series  E-1942 '3.340  3,981,002.08 

Series  E-1943. «3.377  3,973,079.39 

Series  E-1944. «3.409  11,653,354.01 

Series  E-1945. «3.438  9,821,415.15 

SeriesE-1946 «3.468  4,604,716.27 

SeriesE-1947 »3.497  4,272,687.17 

Series  E-1948 «3.628  4,789,194.65 

Series  E-1949 "3.464  4,928,298.29 

Series  E-1950 «3.433  4,004,426.07 

SeriesE-1951 «3.485  3,554,692.42 

Series  E-1952  (January  to  April) 3.  520  -21,  532. 97 

Series  E-1952  (May  to  December). 6  3.575  1,775,084.97 

Series  E-1953.. «3.608  4,104,105.13 

Series  E-1954 «3.667  4,141,696.55 

Series  E-1955. «3.702  4,585,410.16 

Series  E-1956 «3.746  5,374,834.40 

Series  E-1957  (January),... 3.780  -115.20 

Series  E-1957  (Febraary  to  December) '3. 915  4, 256, 338. 29 

Series  E-1958 63.959  11,478,668.56 

Series  E-1959  (January  to  May) 3.990  -34,312.47 

Series  E-1959  (June  to  December) 63.815  6,704,064.36 

Series  E-1960 63.859  6,678,718.97 

Series  E-1961 63.904  6,989,828.35 

Series  E-1962. 63.955  7,373,731.74 

Series  E-1963 64.0O8  7,485.484.15 

Series  E-1964 64.059  8,223,933.45 

Series  E-1965  (January  to  November) 6  4. 106  3, 287, 716.31 

Series  E-1965  (December) 4.150  4,897,870.17 

Series  E-1966 4.150  537,772,190.12 

Unclassified  sales  and  redemptions •-187,163,264.13 

Series  H-1952 63.435    

Series  H-1953 63.519    

Series  H-1954 63.566    

Series  H-1955. 63.6IO    

Series  H-1966.. «3.659    

Series  H-1957  (January) 3.700    

Series  H-1957  (February  to  December) 63.671 

Series  H-1958. '3.762    

Series  H-1959  (January  to  May) 3.830    

Series  h:-1959  (June  to  December) 63.874    

Series  H-1960. '3.901    

Series  H-1961 '3.943    

Series  H-1962 '3.982    

Series  H-1963 64.023    

Series  H-1964 '-4.072 

Series  H-1965  (January  to  November) '  4. 110 

Series  H-1965  (December) 4. 150 

Series  H-1966.. 4.150 

Unclassified  sales  and  redemptions 

~    iesJ-1955 2.76 

•ies  J-1956. 2.76 

iesJ-1967 2.76 

Unclassified  redemptions 

~    •iesK-1955 2.76      

■ies  K-1956. 2.76      

iesK-1957 2.76      

Unclassified  redemptions 

Treasury  notes,  Series  A-1968 5J|       

Adjustments  of  is.sues  ' —309,000.00 

Treasury  notes.  Series  B-1971. 6% 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds.. 3.80 

Depositary  bonds.  First  Series 2.00 

Treasury  bonds,  RE  A  Scries... 2.00 

Treasury  bonds,  Investment  Series  B-1975- 

80 - - 2Ji        

Redeemed  in  exchange  for  VA%  Treasury 
notes.  Series  EO-1971 

Treasury  notes,  Series  E  0-1971 IJ^  4, 405, 000. 00 

Miscellaneous 


Ser 
Ser; 
Ser 


Ser 
Ser 
Ser 


9,000.00 


41, 118, 000. 00 

-1, 907, 500. 00 

273,  846. 80 

216, 224. 11 

-262. 27 


15, 
17, 
15, 
11. 

9, 
10, 
10, 
10, 

8, 

3, 

6, 
12, 
14, 
17, 
22, 

1, 
15, 
14, 

5. 

7, 
13, 
14, 
16, 
21, 
26, 
41, 

6, 
173, 
-173, 

1, 

2, 
4, 
4, 

2, 
2, 
1, 
1, 
3, 
4, 
3, 
2, 
2, 
1, 

1, 
2, 
1, 


244, 042. 78 
788, 389. 02 
259,  663. 40 
748, 014. 25 
964, 730. 71 
207,  248. 49 
491,811.51 
142, 166.  72 
527, 250.  73 
089,  873. 45 
880,  254.  82 

109. 401. 27 

835,  609. 85 
288,  2S6.  61 
261, 902. 46 
154,221.32 
796,  028. 83 
538, 097. 56 
474,418.99 
168, 483.  97 
099.539.77 
,  199,  502. 21 
,  192, 182. 73 
,  092, 342. 75 
,  950,  088. 51 
,311,982.79 

836,  797. 62 
490,  959. 96 
344,  758. 65 
960.601.47 

436. 473. 28 
556,  500. 00 
470, 500. 00 
793. 600. 00 
210,  500. 00 
171. 600. 00 
158, 600. 00 
329,  600. 00 
900, 000. 00 
070, 500. 00 
157, 500. 00 
356, 000. 00 
298,  000. 00 
319,  600. 00 
756,  500. 00 
116,  600. 00 
802,  600. 00 

40, 500. 00 
106, 000. 00 
087,  600. 00 
001, 917. 20 
868,  646. 96 
174,  552. 40 
047, 900. 44 
053,  000. 00 
402, 000. 00 
222, 000. 00 
687, 000. 00 


25,  000. 00 

1,  445, 042. 29 

927,  000. 00 

240,000.00 


35, 487. 61 
576,  000. 00 
80, 000. 00 


4,  406, 000. 00 
'37,"968,'766.6o 


Total  December 13,383,632,464.75       12,557,448,433.56 


Footnotes  at  end  of  table. 
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Date 


Securities 


Rate 
of  in- 
terest 1 


Amount  issued  - 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


1967 
Jau. 


Treasury  certificates,  maturing:  Percent 

Jan.  1,  1967 -...  5.503 

Apr.  1,  1967 - 4.822 

Treasury  bills: 
Regular  monthly: 

3  8         Dated  Dec.  31,  1965 4.731 

Redeemed  in  exchange  for  series  issued 

Dec.  31,  1966,  due  Sept.  30,  1967 

Redeemed  in  exchange  for  series  dated 

Dec.  31,  1966,  due  Dec.  31, 1967 

Redeemable  for  cash.. ._ 

3  Maturing  Sept.  30,  1967 4.920 

Issued    in   exchange   for  series   dated 

Dec.  31,  1965 

Issued  for  cash 

3  Maturing  Dec.  31,  1967 4.820 

Issued   in    exchange   for  series   dated 

Dec.  31,  1965. 

Issued  for  cash 

3    Certificates  of  indebtedness,  foreign  currency 
series,  maturing: 

Jan.  3,  1967 4.90 

Jan.  3,  1967... 4.30 

Apr.  3,  1968... 4.93 

Nov.  1,  1968 4.87 

3    Certificates  of  indebtedness,  foreign  series, 
maturing: 

Mar.  2,  1967 5.20 

5  Mar.  2, 1967 5.20 

Mar.  20,  1967 5.05 

Treasury  biUs: 
Regular  weekly: 

5  Dated  July  7,  1966 <  5. 194 

Redeemed  in  exchange  for  series  issued 

Jan.  5,  1967,  due  Apr.  6,  1967 

Redeemed  in  exchange  for  series  dated 

Jau.  5,  1967,  due  July  6, 1967 

Redeemable  for  cash.. 

5  Maturing  Apr.  6,  1967 4.821 

Issued    in   exchange   for   series   dated 

July  7,  1966- -... 

Issued  for  cash. 

5  Maturing  July  6,  1967 4.912 

Issued   in   exchange   for   series   dated 

July  7,  1966. 

Issued  for  cash 

9    Certificates  of  indebtedness,   foreign  series, 
maturing: 
Mar.  2,  1967 5.20 

10  Mar.  20,  1967 .._. 5.05 

Mar.  21,  1967... _ 4.85 

11  Mar.  21,  1967 4.85 

Treasury  biUs: 

Regular  weekly: 

12  Dated  July  14, 1966.-- <  5.265 

Redeemed  in  exchange  for  series  issued 

Jan.  12, 1967,  due  Apr.  13, 1967 

Redeemed  in  exchange  for  series  dated 

Jan.  12, 1967,  due  July  13, 1967 

Redeemable  for  cash 

12  Maturing  Apr.  13, 1967 4.817 

Issued   in   exchange   for   series   dated 

July  14,  1966 

Issued  for  cash 

12  Maturing  July  13,  1967. 4.889 

Issued   In   exchange   for   series   dated 

July  14, 1966 

Issued  for  cash _ 

16    Treasury  certificates,  maturing  Mar.  31, 1967.  .         4. 747 
16    Certificates   of  indebtedness,  foreign  series, 
maturing: 

Mar.  23,  1967 4.85 

19  Mar.  23, 1967 4.85 

Mar.  28, 1967 4.75 

Footnote®  at  end  of  table. 

27T-46S— 68 41 


6,431,200.23 


88, 000.  00 
499, 962, 000.  00 


199, 000, 000. 00 
702, 030, 000.  00 


22, 412, 199.  63 
50, 285, 369.  47 


240, 497, 000.  00 
1, 059,  672, 000. 00 


142, 557, 000. 00 
858, 600, 000.  00 


$6,343,902.90 


88, 000.  00 


199, 000, 000.  00 
801, 940, 000.  00 


49, 930, 097. 86 
22, 466, 705. 27 


5, 000, 000.  00 

5, 000, 000.  00 

20, 000, 000. 00 


240,497,000.00 

142, 557, 000. 00 
1,918,314,000.00 


5, 000, 000.  00 
20, 000, 000.  00 
10,000,000.00 

5, 000, 000.  00 


9,101,000.00 

3, 524, 000.  00 
2, 288, 933, 000.  00 


9, 101, 000. 00 
1,293,858,000.00 


3, 524, 000. 00 
996, 681, 000.  00 


211, 158. 50 


10, 000, 000. 00 

5,000,000.00 

35, 000, 000.  00 
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Table    42. — Issues,   maturities,   and   redemptions   of  interest-bearing   public   debt 
securities,    excluding   special   issues,    July    1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest > 


Amount  issued  ^ 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


6.45 
4.76 


6.00 
4.74 


*  5. 104 


Treasury  bills: 
1967  Regular  weekly:  Perceini 

Jan.    19  Dated  July  21,  1966 <  5.281 

Redeemed  In  exchange  for  series  issued 

Jan.  19, 1967,  due  Apr.  20,1967 

Redeemed  in  exchange  for  series  dated 

Jan.  19,  1967,  due  July  20,  1967 

Redeemable  for  cash 

19  Maturing  Apr.  20,  1967 4.716 

Issued    in   exchange   for   series   dated 

July  21,  1966... 

Issued  for  cash 

19  Maturing  July  20,  1967 4.687 

Issued   in   exchange  for  series  dated 

July  21, 1966 

Issued  for  cash 

20  Certificates  of  indebtedness,  foreign  series, 

maturing: 
Jan.  23,  1967 

25  Mar.  28,1967 

26  Certificates  of  indebtedness,  foreign  currency 

series,  maturing: 

Jan.  26,  1967 

Apr.  26, 1967 

Treasury  bills: 
Regular  weekly: 

26  Dated  July  28, 1966 

Redeemed  in  exchange  for  series  Issued 

Jan.  26,  1967,  due  Apr.  27,  1967. 

Redeemed  in  exchange  for  series  dated 

Jan.  26, 1967,  due  July  27, 1967 

Redeemable  for  cash 

26  Maturing  Apr.  27,  1967 4.679 

Issued  in  exchange  for  series  dated  July 

28,  1966 

Issued  for  cash 

26  Maturing  July  27, 1967 4.663 

Issued  in  exchange  for  series  dated  July 

28,  1966 

Issued  for  cash 

27  Treasury  certificates,  maturing  Mar.  31, 1967.         4. 747 
27    Certificates  of  indebtedness,  foreign  series, 

maturing  Mar.  28, 1967 4.75 

27    Treasury  notes,  foreign  currency  series,  ma- 
turing May  27, 1968 4.65 

27    Treasury  bonds,  foreign  currency  series,  ma- 
turing: 

Jan.  27, 1967 4.23 

30  Jan.  30, 1967 4.03 

30    Certificates  of  indebtedness,  foreign  series, 

maturing  Feb.  7, 1967.... 6.25 

30  Treasury  notes,  foreign  currency  series,  ma- 

turing July  30, 1968 4.57 

Treasury  bills: 
Regular  monthly: 

31  Dated  Jan.  31, 1966 4.699 

Redeemed  in  exchange  for  series  issued 

Jan.  31, 1967,  due  Oct.  31, 1967 

Redeemed  in  exchange  for  series  dated 

Jan.  31, 1967,  due  Jan.  31, 1968 

Redeemable  for  cash 

31  Maturing  Oct.  31, 1967 4.666 

Issued  in  exchange  for  series  dated  Jan. 

31, 1966 

Issued  for  cash.. 

31  Maturing  Jan.  31, 1968 4.577 

Issued  in  exchange  for  series  dated  Jan. 

31, 1966 

Issued  for  cash 

31    Treasury  certificates,  maturing: 

Jan.  31,  1967 6.246 

Jan.  31, 1967 4. 19 

Feb.  28,  1967 4.23 

Apr.  30,  1967 4.486 

Footnotes  at  end  of  table. 


$169, 362, 000.  00 

121,797,000.00 
2, 012, 134, 000. 00 


$169, 362, 000.  00 
1, 132, 366, 000. 00 


121, 797, 000. 00 
879, 109, 000. 00 


92, 391, 565. 41 


10, 000, 000.  00 
6,000,000.00 


92, 631, 188. 92 


233,961,000.00 

192,398,000.00 
1,875,641,000.00 


233,961,000.00 
1,069,363,000.00 


192, 398, 000. 00 
807, 534, 000. 00 


30,016.162.66 


124,750,099.96 


638, 731. 63 
5, 000, 000. 00 


30, 099, 560. 08 
124,849,939.98 

26, 000, 000. 00 


137, 265, 000. 00 

121,961,000.00 
742, 165, 000. 00 


137,265,000.00 
363,835,000.00 


121,961,000.00 
779, 006, 000. 00 


32, 199, 812. 70 
1,076,798.18 


1,062,858.79 
32,091,321.62 


_l 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Rate 

Amount  matured 

Date                                  Securities 

of  in- 

Amount issued  2 

or  called  or  re- 

terest 1 

deemed  prior  to 
maturity ' 

1967 

Jan.  31    U.S.  savings  bonds: ' 

Percent 

Series  E-1941 

6  3. 297 

$545, 439. 02 

$1,466,793.63 

Series  E-1942 

«3.340 

4,304,728.87 

5,910,077.58 

Series  E-1943 

6  3. 377 

4, 621, 537. 50 

9,514,983.71 

Series  E-1944 

6  3. 409 

9, 049, 362. 22 

11,918,190.58 

Series  E-1945 

«3.438 

4,765,266.98 

11,096,852.26 

Series  E-1946 

6  3.468 

4,151,941.70 

7,597,263.02 

Series  E-1947 

6  3.497 

5, 854, 516. 61 

5,806,411.33 

Series  E-1948 

«3.528 

5, 696,  605. 29 

6, 269, 819. 79 

Series  E-1949 

6  3.464 

5, 545, 909.  02 

6,847,226.42 

Series  E-1950 

6  3.433 

5, 308, 223. 00 

6,283.029.63 

Series  E-1951 

6  3. 485 

4, 052, 738. 73 

5, 720, 871. 81 

Series  E-1952  (January  to  April) 

3.520 

2, 261,  009. 21 

1, 735, 215. 94 

Series  E-1952  (May  to  December).. 

6  3. 575 

3,267,374.81 

4, 475, 002. 64 

Series  E-1953 

6  3. 608 

3,821,939.35 

7, 977, 842. 29 

Series  E-1954 

6  3.  657 

4,061,452.32 

9, 232. 484. 13 

Series  E-1955-- 

6  3. 702 

4,398,439.45 

10,818,322.27 

Series  E-1956 

6  3. 746 

5,230,827.87 

14,368,409.03 

Series  E-1957  (January) 

3.780 

841.972.08 

Series  E-1957  (February  to  December)... 

6  3.915 

2, 589, 249. 72 

9, 985. 361. 26 

Series  E-1958 

6  3. 959 

6, 985,  W5.  97 

10.007,888.42 

Series  E-1959  (January  to  May) 

3.990 

4, 144, 996. 19 

3,247,611.20 

Series  E-1959  (June  to  December) 

6  3.815 

3, 107, 179.  07 

4, 392, 667. 21 

Series  E-1960-. 

6  3. 859 

7.731,446.12 

7,945,866.42 

Series  E-1961... 

6  3.904 

8,179.869.10 

8. 605. 103. 73 

Series  E-1962_ 

6 3. 955 

7, 960, 743. 29 

9, 646, 154. 94 

Series  E-1963 

6  4.  008 

10, 054, 464.  41 

12, 477. 080. 82 

Series  E-1964-_. 

6  4.  059 

9,022.836.29 

15, 978. 974. 44 

Series  E-1965  (January  to  November) 

6  4. 106 

8, 788, 060. 12 

24, 616. 407. 46 

Series  E-1965  (December) 

4.150 

1,095.21 

3. 777, 291. 75 

Series  E-1966 

4.150 

349,413,127.82 

126,  764, 214. 32 

Unclassified  sales  and  redemptions 

110,962,980.38 

184, 885, 729. 17 

Series  H-1952 

6  3.485 
6  3.519 

535. 500. 00 

Series  H-1953. 

1, 646, 000. 00 

Series  H-1954 

6  3.  566 

3, 119, 000. 00 

Series  H-1955 

6  3.610 

4, 770, 500.  00 

Series  H-1956 

6  3. 659 

4, 492, 000. 00 

Series  H-1957  (January) . 

3.700 

219, 000. 00 

Series  H-1957  (February  to  December)... 

«  3.  671 

2, 696, 500. 00 

Series  H-1958.. 

6  3. 762 

3. 608, 500. 00 

Series  H-1959  (January  to  May) 

3.830 

1, 000. 00 

1, 007, 000. 00 

Series  H-1959  (June  to  December) .. 

6  3. 874 

2, 022, 500. 00 

Series  H-1960 

6  3. 901 

4,304,500.00 

Series  H-1961 

«3.943 

6,285,500.00 

Series  H-1962 

« 3. 982 

• 

4, 333, 000.  00 

Series  H-1963 

6  4. 023 
«  4.  072 

3, 275, 000. 00 

Series  H-1964 

2, 613, 000. 00 

Series  H-1965  (January  to  November) 

6  4. 110 

1, 920, 000. 00 

Series  H-1965  (December) 

4.150 

328, 000. 00 

Series  H-1966.. 

4.150 

45,372,000.00 

1, 559, 500. 00 

Unclassified  sales  and  redemptions 

18, 139, 500. 00 

1,910,000.00 

Series  J-1955 

2.76 

342, 658. 40 

979, 905. 40 

Series  J-1956 

2.76 

301,443.85 

649, 007. 40 

Series  J-1957.. 

2.76 

94, 644. 27 

93,343.32 

Unclassified  redemptions 

1, 249, 930. 24 

Series  K-1955 

2.76 

2, 792, 500. 00 

Series  K-1956 

2.76 

1, 748, 000. 00 

Series  K:-1957 

2.76 

211, 500. 00 

Unclassified  redemptions 

6, 040, 000. 00 

31    U.S.  retirement  plan  bonds 

3.84 

2, 410, 435. 98 

67, 039. 41 

31    Depositary  bonds,  First  Series 

2.00 

1, 030, 000. 00 

1, 017, 000. 00 

31    Treasury  bonds,  REA  Series 

2.00 

1, 338, 000. 00 

241, 000. 00 

31    Treasury  bonds,  Investment  Series  B-1975-80 

2M 

Redeemed  in  exchange  for  1J^%  Treasury 

notes.  Series  EO-1971 

5,346,000.00 

31    Treasury  notes,  Series  EO-1971.. 

IH 

5, 345, 000. 00 

31    Miscellaneous... 

36, 909, 500. 00 

Total  January 

13,  053, 343,  916. 27 

12, 392, 963, 310. 59 

Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  - 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  s 


4.460 


4.75 
4.75 


221, 821,  000. 00 
780,  282,  000. 00 


$370, 495,  000. 00 

221, 821, 000.  00 
1, 708, 927, 000. 00 


10,  000, 000. 00 
5,  000,  000. 00 


264, 947,  000. 00 

212, 003,  000.  00 
1, 823, 508, 000.  00 


Treasury  bills: 
1967  Regular  weekly:  Percent 

Feb.    2  Dated  Aug.  4, 1966 - *5.119    

Redeemed  in  exchange  for  series  issued 

Feb.  2,  1967,  due  May  4,  1967 

Redeemed  in  exchange  for  series  dated 

Feb.  2,  1967,  due  Aug.  3, 1967 

Redeemable  for  cash 

2  Maturing  May  4,  1967 -. 4.485 

Issued  in  exchange  for  series  dated  Aug. 

4,1966 $370,495,000.00 

Issued  for  cash -  931,541,000.00 

2  Maturing  Aug.  3,  1967 - 

Issued  in  exchange  for  series  dated  Aug. 

4,  1966 - - 

Issued  for  cash 

3  Certificates  of  indebtedness,   foreign  series, 

maturing: 
Mar.  28,  1967 

8  Mar.  28,  1967 

Treasuiy  bills: 

Regular  weekly: 

9  Dated  Aug.  11,  1966. «  5.  266    

Redeemed  in  exchange  for  series  issued 

Feb.  9,  1967,  due  May  11,  1967... 

Redeemed  in  exchange  for  scries  dated 

Feb.  9,  1967,  due  Aug.  10,  1967 

Redeemable  for  cash - .-- 

9  Maturing  May  11,  1967 4.531    

Issued  in  exchange  for  series  dated  Aug. 

11,1966  264,947,000.00 

Issued  for  cash.... 1,034,948,000.00 

9  Maturing  Aug.  10,  1967 4.524    

Issued  in  exchange  for  series  dated  Aug. 

11,1966 212,003,000.00 

Issued  for  cash 788,113,000.00 

1     Certificates  of  indebtedness,   foreign  series, 

maturing  Mar.  28,  1907 4.75 

15    Tresisury  notes.  Series  B-1967 ZH       

Redeemed  in  exchange  for: 

ili%  Treasury  notes.  Series  B-1968 

i^i'^'c  Treasury  notes,  Series  A-1972 

Redeemable  for  cash 

15    Trcasiuy  notes,  Series  0-1967 4.00      

liedeemc'd  in  exchange  for: 

4'<4' ,;,  Ticiisiiry  notes.  Series  B-1968 

4-i.i'o  Treasury  notes.  Series  A-1972 

Redeemable  for  casli.. 

15    Treasury  notes,  Series  B-1968 iH        

Issued  in  exchange  for: 

■m%  Treasury  notes.  Series  B-1967 396, 331, 000. 00 

4%  Treasury  notes,  Series  C-1967 3,238,999,000.00 

l.ssued  for  ciish 1,950,762,000.00 

15  Treasury  notes.  Series  A-1972 iH 

Issued  in  exchange  for: 

3^%  Treasury  notes.  Series  B-1967 54,  080, 000. 00 

4%  Treasury  notes.  Series  C-1967 173, 634, 000. 00 

Issued  for  cash 1,777,915,000.00 

Treasury  bills: 

Regular  weekly: 

16  Dated  Aug.  18,  1966 <  5.396 

Redeemed  in  exchange  for  series  issued 

Feb.  16,  1967,  due  May  18, 1967 

Redeemed  in  exchange  for  series  dated 

Feb.  16,  1967,  due  Aug.  17,  1967 

Redeemable  for  cash 

16  Maturing  May  18,  1967... 4.576    

Issued  in  exchange  for  series  dated  Aug. 

18,1966  132,948,000.00 

Issued  for  cash 1,169,365,000.00 

16  Maturing  Aug.  17,  1967...- 4.581    

Issued  in  exchange  for  series  dated  Aug, 

18,1966 82,580,000.00 

Issued  for  cash 918,834,000.00 

Footnotes  at  end  of  table. 


10, 000, 000. 00 


396, 331,  000. 00 

64,  080,  000. 00 

1, 907, 237, 000. 00 


3,  238,  999,  000.  00 

173,  634,  000.  00 

1, 738, 054,  000. 00 


132,948,000.00 

82,  580,  000. 00 
2,  086, 361, 000. 00 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  s 


19G7 
Feb.  17 


Treasury  certificates,  maturing:  Percent 

Mar.31,  1967 4.747 

23           Mar.31.  1967 4.747 

Treasury  bills: 
Regular  weekly: 

23            Dated  Aug.  25,  1966.. _ <5.321 

Redeemed  in  exchange  for  series  issued 

Feb.  23.  1967,  due  May  25,  1967 

Redeemed  in  exchange  for  series  dated 

Feb.  23,  1967,  due  Aug.  24,  1967 

Redeemable  for  cash 

23           Maturing  May  25,  1967... 4.622 

Issued  in  exchange  for  series  dated  Aug. 

25,  1966.. 

Issued  for  cash 

23           Maturing  Aug.  24, 1967 4.694 

Issued  in  exchange  for  series  dated  Aug. 

25,  1966 

Issued  for  cash __ 

27  Treasury  certificates,  maturing  Mar.  31,  1967.  4.747 
Treasury  bills: 

Regular  monthly: 

28  Dated  Feb.  28,  1966 4.945 

Redeemed  in  exchange  for  series  issued 
Feb.  28,  1967,  due  Nov.  30,  1967. .  _ 

Redeemed  in  exchange  for  series  dated 
Feb.  28,  1967,  due  Feb.  29,  1968 

Redeemable  for  cash 

28           Maturing  Nov.  30.  1967 4.718 

Issued  in  exchange  for  series  dated  Feb. 
28,  1966 

Issued  for  cash 

28           Maturing  Feb.  29,  1968 4.696 

Issued  in  exchange  for  series  dated  Feb. 
28,  1966 

Issued  for  cash 

28    Treasury  certificates,  maturing: 

Feb.  28,  1967 4.23 

Mar.  31,  1967 4.24 

28    U.S.  savings  bonds: « 

Series  E-1941 «  3.297 

Series  E-1942 6  3.340 

Series  E-1943 6  3.377 

Series  E-1944 6  3.409 

Series  E-1945 63.438 

Series  E-1946 »3.468 

Series  E-1947 63.497 

Series  E-1948 63.528 

Series  E-1949 63.464 

Series  E-1950 63.433 

Series  E-1951 63.435 

Series  E-1952  (.January  to  April) 3. 520 

Series  E-1952  (May  to  December) 6  3.575 

Series  E-1953 6  3.  608 

Series  E-1954 63.557 

Series  E-1955 63.702 

Series  E-1956 63.745 

Series  E-1957  (January) 3.  780 

Series  E-1957  (February  to  December)...  6  3. 915 

Series  E-1958 63.959 

Series  E-1959  (January  to  May) 3. 990 

Series  E-1959  (June  to  December) 6  3. 8I5 

Series  E-1960 63.359 

Series  E-1961 63.904 

Series  E-1962 63.955 

Series  E-1963 64.0O8 

Series  E-1964 64.059 

Series  E-1965  (January  to  November) 6  4. 106 

Series  E-1965  (December) 4. 150 

Series  E-1966 4.150 

Unclassified  sales  and  redemptions 

Series  H-1952 63.435 

Series  H-1953 63.519 

Series  H-1954 63.566 

Footnotes  at  end  of  table. 


.f  288, 254, 000. 00 
1,  Oil,  997, 000. 00 


182, 891,  000. 00 
817,  228,  000. 00 


91,499,000.00 
408, 457, 000. 00 


$187,  111.  71 
2, 790, 132. 86 


288, 254, 000. 00 

182, 891, 000. 00 
1, 832, 046, 000. 00 


1, 360,  594. 25 


91,499,000.00 


151,  046, 000. 00 
757,  627, 000. 00 


151,046,000.00  .. 

749,983,000.00  

32, 199, 812.  70 

32,299,074.58  .. 

366, 108. 57 

1,179,800.13 

2, 638, 707. 94 

4,650,976.29 

3, 597, 120. 28 

6,983,472.59 

6, 687, 455. 71 

8, 973,  768.  71 

3, 414, 927. 85 

8,191,458.01 

3, 207, 258. 18 

5, 578, 323. 69 

4, 082, 467. 84 

4,349,242.86 

4, 184,  748.  08 

4, 932, 268. 02 

4, 193, 160. 12 

5, 157, 130. 55 

3, 875, 906. 37 

4,353,291.24 

3, 188, 095.  73 

3, 874, 981. 95 

1, 671, 293. 40 

1, 165, 002. 24 

4, 124, 912. 28 

2, 895, 460. 93 

4.661,112.53 

5, 461, 222. 19 

5,091,142.46 

5, 785, 577. 03 

5,412,904.76 

7,358,131.96 

5,932,770.20 

9, 701, 261. 89 

-23.41 

558,630.86 

1,456,693.61 

6, 206, 435. 59 

6, 429, 700. 61 

6, 981, 439. 52 

3, 165, 384. 81 

2,026,303.67 

2, 565, 254. 56 

2, 803, 006. 14 

6, 307, 666.  70 

4, 855, 297. 78 

6, 537, 159. 33 

5,303,149.36 

6, 162,  738.  90 

5, 877, 124. 93 

7, 605, 596. 82 

7,629,415.73 

7,171,334.02 

9,926,016.40 

7, 071, 245. 68 

15, 700, 611. 72 

-175,134.87 

2,742,537.72 

244,471,201.86 

90,806,846.36 

156, 905, 190. 30 

161,224,009.72 

316, 500. 00 

1, 112, 000. 00 

2,157,500.00 
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Table   42. — Issues,   maturities,   and  redemptions  of  interest-bearing  public  debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


AxQOunt  issued  = 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1967 

Feb.  28    U.S.  saving  bonds'— Continued  Percent 

Series  H-1955 «3.610 

Series  H-1956 63.659 

Series  H-1957  (January) 3.700 

Series  H-1957  (Febraary  to  December)...  » 3. 671 

Series  H-1958 63.762 

Series  H-1959  (January  to  May) 3.830 

Series  H-1959  (June  to  December) «  3. 874 

Series  H-1960 63.901 

Series  H-1961 - - -  «  3.943 

Series  H-1962 «3.982 

Series  H-1963 - 6  4.023 

Series  H-1964 6  4.072 

Series  H-1965  (January  to  November) 6  4.  no 

Series  H-1965  (December) 4.150 

Series  H-1966 4. 150 

Series  H-1967 4. 150 

Unclassified  sales  and  redemptions 

Series  J-1955 2.76 

Series  J-1956 2.76 

Series  J-1957 - 2.76 

Unclassified  redemptions 

Series  K-1955 2.76 

Series  K-1956 2.76 

Series  K-1957 2.  76 

Unclassified  redemptions 

Treasury  notes,  Series  A-1968 5^ 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-197&- 

80 

Redeemed  in  exchange  for  1J^%  Treasury 

notes,  Series  EO-1971 

28    Treasury  notes.  Series  EO-1971 11^ 

28    Miscellaneous,-- - --- 


$20, 000. 00 


34, 132, 000. 00 

3, 713, 000. 00 

11,819,500.00 

241,318.00 

284,817.17 

71, 503. 01 


$3, 134, 

3,255, 
299, 
1,852, 
3, 320, 
1,303, 
1,272, 
4, 167, 
4,271, 
3, 387, 
3,005, 
2, 228, 
1, 607, 
269, 
1,715, 


000.00 
000. 00 
000.00 
000.00 
500. 00 
000. 00 
500.  00 
000.  00 
500. 00 
000.00 
000.00 
500. 00 
000.  00 
000.00 
000. 00 


3,310,000.00 

6,  707, 292. 80 

963, 352. 80 

295, 667. 56 

«  -3,134,873.32 

24, 443, 000. 00 

1, 496, 000. 00 

420, 500. 00 

»  -8, 698, 000. 00 


3.84 
2.00 
2.00 

2% 


-50,000.00 
211,645.63 
514, 000. 00 
580, 000. 00 


72, 945. 12 
478, 000. 00 
290, 000. 00 


1, 700, 000. 00 


Mar.     2 


227, 129, 000.  00 


130, 393, 000. 00 
1, 943, 547, 000. 00 


227, 129, 000. 00 
1, 077, 552, 000. 00 


1, 700, 000. 00 

"38i'663,'200"6o 

Total  February 18,808,483,959.61        18,295,836,932.26 

Treasury  bills: 
Regular  weekly: 

Dated  Sept.  1,  1966 --       *  5.360    ..- 

Redeemed  in  exchange  for  series  issued 

Mar.  2,  1967,  due  June  1,  1967 —    

Redeemed  in  exchange  for  series  dated 

Mar.  2,  1967,  due  Aug.  31,  1967 

Redeemable  for  cash 

Maturing  June  1,  1967 4.538 

Issued    in    exchange   for   series   dated 

Sept.  1,  1966 

Issued  for  cash 

Maturing  Aug.  31,  1967 --         4.534 

Issued    in    exchange   for   series   dated 

Sept.  1,  1966 

Issued  for  cash 

Dated  Sept.  8,  1966 ..-- <  5.397 

Redeemed  in  exchange  for  series  issued 

Mar.  9,  1967,  due  June  8,  1967 

Redeemed  in  exchange  for  series  dated 

Mar.  9,  1967,  due  Sept.  7,  1967 

Redeemable  for  cash - 

Maturing  Junes.  1967  .  -         4.343 

Issued    in    exchange    for   series   dated 

Sept.  8.  1066 

Issued  for  cash.   . 

.Vlalmiiig  .Sc|)i.  7.  1967 4.340 

LssuimI  ill  exchange  for  series  dated  Sept. 

X.  1966 --- 

Issued  foi  cish... 

Tax  anticipation: 

Maturing  June  22,  1967 4.295 

Issued  for  cash --- 


130, 393, 000. 00 
874, 092, 000. 00 


132, 777, 000. 00 


77, 438,  000. 00 
2,094,814,000.00 


132, 777, 000. 00 
1,167,316.000.00 


77, 438, 000.  00 
923, 050, 000. 00 


2, 706, 765, 000. 00 


Footnotes  at  end  of  table. 
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Table    42.- — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued ' 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


Percent 
«5.429 


4.308 


4.264 


4.30 
4.747 


5.338 


Treasury  biUs— Continued 
1967  Regular  weekly: 

Mar.  16  Dated  Sept.  15, 1966 

Redeemed  in  exchange  for  series  issued 

Mar.l6, 1967,  due  June  15, 1967- 

Redeemed  in  exchange  for  series  dated 

Mar.  16, 1967,  due  Sept.  14, 1967 

Redeemable  for  cash 

16  Maturing  June  15,  1967- — 

Issued  in  exchange  for  series  dated 

Sept.  15,  1966 — 

Issued  for  cash 

16  Maturing  Sept.  14,  1967 - 

Issued    in   exchange   for   series   dated 

Sept.  15, 1966.- 

Issued  for  cash 

20    Treasuiy    notes,    foreign   series,   maturing 

May  13, 1968 

20    Treasury  certificates,  maturing  Mar.  31, 1967.  - 
Treasury  bUls: 
Tax  anticipation: 

22  Maturing  Mar.  22, 1967 

Redeemable  for  cash -.    

Regular  weekly: 

23  Dated  Sept.  22,  1966 <  5.363 

Redeemed  in  exchange  for  series  issued 

Mar.23, 1967,  due  June  22, 1967 

Redeemed  in  exchange  for  series  dated 

Mar.  23,  1967,  due  Sept.  21,  1967 

Redeemable  for  cash- 

23  Maturing  June  22,  1967 - 4.103 

Issued  in  exchange    for    series    dated 

Sept.  22,  1966 

Issued  for  cash 

23  Maturing  Sept.  21,  1967 -.         4.006 

Issued    in   exchange   for   series   dated 

Sept.  22, 1966 — - 

Issued  for  cash 

30  Dated  Sept.  29,  1966 *  5. 205 

Redeemed  in  exchange  for  series  issued 

Mar.30, 1967,  due  June  29, 1967 

Redeemed  in  exchange  for  series  dated 

Mar.30, 1967,  due  Sept. 28, 1967 

Redeemable  for  cash 

30  Maturing  June  29,  1967 4.151 

Issued   in   exchange   for  series   dated 

Sept.  29,  1966 

Issued  for  cash 

30  Maturing  Sept.  28,  1967 4.073 

Issued   in   exchange   for  series    dated 

Sept.  29,  1966 -    

Issued  for  cash 

30  Treasury    notes,    foreign    series,    maturing 

May  13, 1968 

Treasury  bUls: 
Regular  monthly: 

31  Dated  Mar.  31, 1966 

Redeemed  in  exchange  for  series  issued 

Mar.  31,  1967,  due  Dec.  31,  1967 

Redeemed  in  exchange  for  series  dated 

Mar.  31,  1967,  due  Mar.  31, 1968 

Redeemable  for  cash 

31  Maturing  Dec.  31, 1967 4.077 

Issued   in   exchange   for  series   dated 

Mar.  31, 1966 

Issued  for  cash 

31  Maturing  Mar.  31, 1968 4.074 

Issued   in   exchange   for   series   dated 

Mar.  31, 1966 - 

Issued  for  cash 

31    Treasury  certificates,  maturing: 

Mar.  31, 1967 4. 24 

Mar.  31, 1967 - 4. 747 

Apr.  30, 1967 4. 07 

June  30, 1967 4. 150 

Footnotes  at  end  of  table. 


$263, 782, 000. 00 


127, 042, 000.  00 
1, 913, 096, 000. 00 


$263,  782, 000. 00 
1,037,770,000.00 


127, 042, 000. 00 
874, 515, 000. 00 


728, 502.  42 
1, 014, 432.  63 


2,006,066,000.00 


336,767,000.00 

201,840,000.00 
1, 767, 352, 000. 00 


336, 767, 000. 00 
963, 456, 000. 00 


201, 840, 000. 00 
798, 351, 000. 00 


254, 078, 000. 00 

201, 699, 000. 00 
1,848,994,000.00 


254, 078, 000. 00 
1, 046, 276, 000. 00 


201, 699, 000. 00 
798,703,000.00 


4.30 


4.739 


176. 05 


90,238,000.00 

151,771,000.00 
1,158,799,000.00 


90, 238, 000. 00 
409, 853, 000. 00 


151, 771, 000. 00 
748,276,000.00 


32, 409, 269. 14 
8, 210, 120. 69 


32, 299, 074. 58 
8, 113, 829. 81 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


debt 


Rate 

Amount  matured 

Date                                  Securities 

of  in- 

Amount issued  2 

or  called  or  re- 

terest 1 

deemed  prior  to 
maturiity ' 

1967 

Mar.  31    U.S.  savings  bonds:* 

Percent 

Series  E-1941 

6  3.297 

$370,05,5.44 

$3, 250, 659. 19 

Series  E-1942 

«3.340 

2,814,239.09 

13, 666, 379.  07 

Series  E-1943 - 

8  3. 377 

8, 535, 196. 71 

21,234,871.43 

Series  E-1944 

«3.409 

3, 1S2, 573. 77 

28,494,007.2-; 

Series  E-1945 

8  3.438 

3,146,575.62 

24,870,879.17 

Series  E-1946 

6  3.468 

2, 989, 413. 16 

16, 188, 769.  .33 

Series  E-1947 

6  3. 497 

4,004,112.71 

18, 602, 196.  IS 

Series  E-1948 - 

6  3.528 

3,837,485.79 

16.315,752.15 

Series  E-1949 

6  3.  464 

3,940,912.17 

17, 134. 616.  05 

Series  E-1950. 

6  3. 433 

3, 716, 970.  42 

15,781,780.4) 

Series  E-1951 

6  3.485 

3,094,374.10 

13, 654, 603. 61 

Series  E-1952  (January  to  April) 

3.520 

1,571,102.37 

4,834,714.55 

Series  E-1952  (May  to  December) 

6  3.  575 

1,844,222.12 

9,  816, 89,5.  .53 

Series  E-1953 

6  3. 608 

5, 148, 477. 35 

18, 265, 757.  42 

Series  E-1954 

6  3. 657 

5,531,401.13 

21,415,813.70 

Series  E-1955 

6  3. 702 

6, 057, 725. 88 

25,0.50,879.94 

Series  E-1956 

6  3. 746 

6,318,788.40 

32, 695, 574.  52 

Series  E-1957  (.Tanuary) 

3.780 

3, 177, 176. 93 

4.475,541.57 

Series  E-1957  (February  to  December). __ 

« 3. 915 

5,354,412.76 

22,011,801.29 

Series  E-1958 

0  3. 959 

6, 105, 629. 88 

24,  639,  280.  60 

Series  E-1959  (January  to  May)  _-.  _  .-. 

3.990 

2,951,697.91 

7,493,426.96 

Series  E-1959  (June  to  December) 

6  3.815 

4,254,997.28 

9,497,952.27 

Series  E-1960 

6  3. 859 

6, 154, 034.  28 

16, 205.  .564.  90 

Series  E-1961 

6  3. 904 

6, 474, 266.  21 

23,145,989.31 

Series  E-1962          .                    ... 

6  3. 955 
6  4. 00^ 

6, 243, 744. 77 
7,431,795.24 

18,820,14,5.99 

Series  E-1963 - 

25,912,957.09 

Series  E-1964 

6  4. 059 

(5, 954, 498. 38 

27,929.420.51 

Series  E-1965  (January  to  November) 

6  4. 106 

7, 282, 150. 84 

36, 344, 482. 38 

Series  E-1965  (December) 

4.150 

3, 723. 24 

5,421,650.61 

Series  E-1966 

4.150 

386, 799, 183. 40 

208, 145, 364.  54 

Series  E-1 967-- - 

4.150 

244,340,306.25 

89,737.50 

Unclassified  sales  and  redemptions 

»  -196, 215, 713. 94 

« -279,808,817.37 

Series  H-1952 

6  3.  485 
«3.519 

615,  500. 00 

Series  H-1953_. 

1,4.51,000.00 

Series  H-1954__ --- 

«  3.  566 

2, 794, 500. 00 

Series  H-1955 

6  3.610 

4. 027, 000. 00 

Series  H-1 956--. 

«3.659 

3, 869, 000. 00 

Series  11-1957  (January) 

3.700 

247, 000. 00 

Series  H-1957  (February  to  December)  - . 
Series  H-1958.  - 

6  3.  671 

3,141,500.00 

«  3. 762 

3,  038,  000.  00 

Series  H-1959  (January  to  May) 

3.830 

1,472,500.00 

Series  11-1959  (June  to  December)  .. 

6  3. 874 

1,  539, 000.  00 

Series  11-1960                    

«  3.  901 

4, 683, 000. 00 

Series  H-1961     

•3.943 
6  3. 982 
»4.023 

4,  404,  000.  00 

Series  11-1962                              

3,  649,  000.  00 

Series  H-1963.. 

3, 188,  500. 00 

Series  H-1 964.. 

6  4. 072 

2, 438, 500. 00 

Series  11-1965  (January  to  November) 

8  4.110 

2, 076, 000. 00 

Series  11-1965  (December)... 

4.150 

1,000.00 

185, 500. 00 

Series  H-1966 

4.150 

7, 388, 500. 00 

2, 027, 000. 00 

Series  11-1967 

4.150 

53, 620, 000. 00 

17, 500. 00 

Unclassified  sales  and  redemptions 

•  -8, 899, 000. 00 

3, 216, 000. 00 

Series  J-1955 

2.76 

288, 380. 40 

6,062,218.80 

Series  J-1956 

2.76 

226,932.80 

592,015.60 

Series  J-1957.... 

2.76 

70, 295. 51 

69, 920. 72 

Unclassified  redemptions  .    .. ... 

745, 866. 34 

Series  K-1955                  

2.76  .. 
2.76 

20, 833, 500. 00 

Series  K-1956 

1,, 525, 500. 00 

Series  K-1957                                

2.76 

334, 500. 00 

Unclassified  redemptions. 

107, 000. 00 

31    Treasury  notes,  Series  B-1968 

Adjustments  of  issues  i 

.'U    U.S.  retirement  plan  bonds 

i% 

750, 000. 00 

3.84 

106, 956. 65 

42,301.20 

31    Depositary  bonds,  First  Series 

2.00 

1,396,000.00 

587,  ,500. 00 

2.00 

427, 000. 00 

150,000.00 

31    Treasury  bonds,  Investment  Series  B-1975- 
80 

2% 

Redeemed  in  exchange  for  1^%  Treasury 

notes.  Series  EO-1971 

7,775,000.00 

31    Treasury  notes.  Series  EO-1971... 

VA 

7,775,000.00 

33, 179, 000. 00 

Total  March                           

16,288,114,984.85 

15,541,460,985.83 

Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  ■ 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


4.822 
4.150 
4.150 


<  5. 192 


3.975 


3.997 


4.30 


<  5. 223 


1967  Percent 

Apr.     1    Treasury  notes,  Series  EA-1967. IJ^ 

Redeemable  for  cash.. 

1    Treasury  certificates,  maturing: 

Apr.  1, 1967 

July  1, 1967.. 

3  Julys,  1967.. 

Treasury  bills: 
Regular  weekly: 

6  Dated  Oct.  6,  1966. 

Redeemed  in  exchange  for  series  issued 

Apr.  6, 1967,  due  July  6, 1967. 

Redeemed  in  exchange  for  series  dated 

Apr.  6, 1967,  due  Oct.  5, 1967 

Redeemable  for  cash 

6  Maturing  July  6, 1967. 

Issued  in  exchange  for  series  dated  Oct. 

6,  1966.... 

Issued  for  cash... 

6  Maturing  Oct.  5, 1967 

Issued  in  exchange  for  series  dated  Oct. 

6,  1966... 

Issued  for  cash 

10    Treasury  notes,  foreign  series,  maturing  May 

13,1968 

Treasury  bills: 
Regular  weekly: 

13  Dated  Oct.  13, 1966 

Redeemed  in  exchange  for  series  issued 

Apr.  13, 1967,  due  July  13, 1967. 

Redeemed  in  exchange  for  series  dated 

Apr.  13,  1967,  due  Oct.  13, 1967 

Redeemable  for  cash. 

13  Maturing  July  13,  1967 

Issued  in  exchange  for  series  dated  Oct. 

13,1966... 

Issued  for  cash- 

13  Maturing  Oct.  13, 1967 

Issued  in  exchange  for  series  dated  Oct. 

13,1966- 

Issued  for  cash. 

20  Dated  Oct.  20, 1966 

Redeemed  In  exchange  for  series  issued 

Apr.  20, 1967,  due  July  20, 1967.. 

Redeemed  in  exchange  for  series  dated 

Apr.  20, 1967,  due  Oct.  19, 1967 

Redeemable  for  cash 

20  Maturing  July  20, 1967.. 

Issued  in  exchange  for  series  dated  Oct. 

20,1966- 

Issued  for  cash 

20  Maturing  Oct.  19, 1967 

Issued  in  exchange  for  series  dated  Oct. 

20, 1966. 

Issued  for  cash.. 

Tax  anticipation: 

21  Maturing  Apr.  21, 1967 <5.463 

Redeemable  for  cash. 

26  Certificates  of  indebtedness,  foreign  currency 

series,  maturing: 

Apr.  26, 1967 

July  26, 1967 

Treasury  bills: 
Regular  weekly: 

27  Dated  Oct.  27, 1966... 

Redeemed  in  exchange  for  series  issued 

Apr.  27, 1967,  due  July  27, 1967 

Redeemed  in  exchange  for  series  dated 

Apr.  27, 1967,  due  Oct.  26, 1967 

Redeemable  for  cash. 

27  Maturing  July  27, 1967 3.715 

Issued   in   exchange   for  series   dated 

Oct.  27, 1966. 

Issued  for  cash 

27  MaturingOct.  26, 1967.. 3.772 

Issued   in   exchange  for  series   dated 

Oct.  27,  1966 

Issued  for  cash. 

Footnotes  at  end  of  table. 


$6, 508, 728. 35 
1,419,000.00 


$270, 496, 000. 00 
6,431,200.23 


276, 775, 000. 00 


182, 725, 000. 00 
1,840,927,000.00 


276, 775, 000. 00 
1, 024, 265, 000. 00 


182, 725, 000. 00 
818, 018, 000. 00 


36, 899. 28 


3.811 


3.856 


*5.123 


9,102,000.00 


124, 896, 000. 00 
2, 168, 905, 000. 00 


9, 102, 000.  00 
1, 292, 204, 000. 00 


124, 896,  COO.  00 
875,761,000.00 


3.903 


3.960 


344,  748,  000.  00 


202,  999,  000. 00 
1,754,690,000.00 


344, 748, 000. 00 
955, 757, 000. 00 


202, 999, 000. 00 
797, 714, 000. 00 


4.74 
4.00 


*  5. 051 


129, 734, 738.  79 


2,510,118,000.00 
92,391,555,41 


253,  038, 000. 00 

221,438,000.00 
1,829,327,000.00 


253, 038, 000. 00 
1,047,830,000.00 


221,438,000.00 
778, 819, 000. 00 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  ^ 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  • 


1967  Percent 
Apr.  30    Treasury  certificates,  maturing: 

Apr.  30, 1967 4.486 

Apr.  30, 1967 4.07 

May  31,  1967 3.82 

July  31,  1967. 3.715 

30    U.S.  savings  bonds: « 

Series  E-1941 '3.297 

Series  E-1942.... 63.340 

Series  E-1943 «3.377 

Series  E-1944 83.409 

Series  E-1945 63.438 

Series  E-1946 «3.468 

Series  E-1947 '3.497 

Series  E-1948 '3.528 

Series  E-1949 '3.464 

Series  E-1950 »3.433 

Series  E-1951 '3.485 

Series  E-1952  (January  to  April)  _ 3.  520 

Series  E-1952  (May  to  December) '  3. 575 

Series  E-1953 '3.608 

Series  E-1954 '3.657 

Series  E-1955 '3.702 

Series  E-1956.. '3.746 

Series  E-1957  (January) 3.780 

Series  E-1957  (February  to  December)..  '  3. 915 

Series  E-1958 '3.959 

Series  E-1 959  (January  to  May) 3. 990 

Series  E-1959  (June  to  December)... '3.815 

Series  E-1960 '3.859 

Series  E-1961.. '3.904 

Series  E-1962.. '3.955 

Series  E-1963 '4.008 

Series  E-1964 '4.059 

Series  E-1965  (January  to  November) '  4. 106 

Series  E-1965  (December).. 4. 150 

Series  E-1966. 4.150 

Series  E-1967. 4.150 

Unclassified  sales  and  redemptions. 

Series  H-1952 '3.485 

Series  H-1953 '3.519 

Series  H-1954.. '3.566 

Series  H-1955 '3.610 

Series  H-1956.. «3.659 

Series  H-1957  (January) 3.700 

Series  H-1957  (February  to  December) . .  « 3. 671 

Series  H-1958 '3.762 

Series  H-1959  (January  to  May) 3. 830 

Series  H-1959  (June  to  December) « 3. 874 

Series  H-1960 '3.901 

Series  H-1961 '3.943 

Series  n-1962 '3.982 

Series  H-1963 '4.023 

Series  H-1964.. '4.072 

Series  H-1965  (January  to  November). . .  «  4. 110 

Series  H-1965  (December) 4.150 

Series  H-1966 4.150 

Series  H-1967 4.160 

Unclassified  sales  and  redemptions.. 

Series  J-1955 2.76 

Series  J-1956 2.76 

Series  J-1957 2.76 

Unclassified  redemptions. 

Series  K-1955 2.76 

Series  K-1956 2.76 

Scries  K-1957... 2.76 

Unclassified  redemptions. 

30    U.S.  retirement  plan  bonds 3.85 

30    Depositary  bonds,  First  Series. 2.00 

30    Treasury  bonds,  REA  Series 2.00 

30    Treasury  bonds.  Investment  Series  B-1975-80.  2% 
Redeemed  in  exchange  for: 

\y2%  Treasury  notes.  Series  EO-1971 

1  YiJo  Treasury  notes.  Series  E A-1972 

30    Treasury  notes,  Series  EO-1971 1>5 

Footnotes  at  end  of  table. 


$32,511,982.62 
1, 088, 874. 47 


$1,076,798.18 
32, 409, 269. 14 


421, 
2, 922, 
6,621, 
2,888, 
3, 803, 
3,064, 
3,771, 
3, 673, 
3,653, 
3,412, 
3, 117, 
1,403, 
1,637, 
3, 976, 
4,430, 
4,714, 
5, 017, 


178.96 
693. 99 
575. 99 
425. 14 
157. 05 
689.22 
345. 98 
654. 02 
542.36 
251.08 
888. 36 
429. 55 
832. 71 
902.12 
757. 46 
160.97 
403. 58 


5, 543, 

6, 214, 

2, 854, 

4,989, 

6, 275, 

6,633, 

3, 350, 

8, 327, 

7, 523, 

7, 571, 

4, 

47,965, 

321, 897, 

4, 386, 


578. 10 
157.16 
621. 55 
303. 43 
406. 59 
310. 22 
350. 70 
429, 33 
604.88 
477. 39 
028. 28 
370.  58 
750. 00 
028.20 


887, 000.  00 

71, 398, 500. 00 

»-28, 836, 500. 00 

288,569.20 

178,001.20 

72, 432. 74 


143, 616. 59 
248, 000. 00 
415,000.00 


20, 
17, 
20, 

2, 
119, 
IV, 

6, 

2, 
4, 
5 
5 
1, 
6, 
4, 
1, 
1, 
5, 
6 
4, 
3 
3 
2, 

3, 

•-20 
9, 
1 

«-3 

26, 

1, 


293,063.42 
878, 375. 56 
587, 635. 53 
334, 082. 87 
762, 799. 31 

285. 419. 48 
890, 533. 26 
833, 196. 85 
131,405.26 
833, 035. 13 
813,962.73 
170, 436. 22 
335, 351. 00 
481,780.31 
215,210.88 

986. 269. 96 
151,  525. 50 

559. 088. 97 
582, 399. 52 
883,341.24 
009,165.47 
882, 583. 08 
227, 873. 73 
169,018.99 

772. 018. 49 
260,821.77 
382, 862. 37 
101, 534. 80 
822, 855. 58 
191,413.42 
962,  687. 50 
715, 679. 19 
876, 000. 00 
188, 000. 00 
038, 000. 00 
863, 500. 00 
209, 000. 00 
333, 000. 00 
132,  600. 00 
064, 500. 00 
762, 000. 00 
654, 000. 00 
113, 500. 00 
278, 500. 00 
265,  500. 00 
703, 500. 00 
031,000.00 
587, 000. 00 
214, 000. 00 
360, 000. 00 
141,500.00 
233, 000. 00 
427,  046. 40 
062,397.00 

72, 074. 46 
816, 200. 10 
235, 000. 00 
921,600.00 
285, 000. 00 
850, 600. 00 

49, 926. 09 
598, 000. 00 


44,890,000.00 


44,890,000.00 
1, 764, 000. 00 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1967 
Apr.  30    Treasury  notes,  Series  EA-1972. 
30    jVIiscellaneous- 


Percent 


$1,764,000.00 


$49, 448, 100. 00 


May  1 ' 


Total  April. 


9, 960, 868, 148. 91        12, 682, 605, 492. 48 


Treasury  bUls: 
Regular  monttily: 

Dated  Apr.  30,  1966 4.773 

Redeemed  in  exchange  for  series  issued 

Apr.  30,  1967,  due  Jan.  31,  1968 

Redeemed  in  excliange  for  series  dated 

Apr.  30,  1967,  due  Apr.  30,  1968 

Redeemable  for  cash 

Maturing  .Ian.  31,  1968 3.843 

Issued  hi  exchange  for  series  dated  Apr. 

30.  1966  . 

Issued  for  cash. 

Maturing  Apr  30.1968 3.833 

Issued  in  exchange  for  series  dated  Apr. 

30.1966 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  May  2.  1967 4. 87 

Treasurv  notes,  foreign  cunencv  series,  ma- 
turing fan.  2. 1969... ". 4.27 

Treasury  bills: 
Reeular  weeklv 

Dated  Nov  '3.1966 ■"4.931 

Redeemed  in  exchange  for  series  issued 

May  4. 1967.  due  Aug  3.1967.       

Redeemed  in  exchange  for  series  dated 

May  4, 1967  due  Nov.  2,1967 

Redeemable  for  cash _ 

Maturing  Aug.  3. 1967 3.770 

Issued  in  exchange  for  series  dated  Nov. 

3.1966.    

Issued  for  cash 

Maturing  Nov.  2,1967 3.906 

Issued  in  exchange  for  series  dated  Nov. 

3,  1966 

Issued  for  cash 

Treasury  notes,  foreign  series,  maturing  May 

13,  1968 4.30 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  July  26, 1967 3.875 

Treasury  bills: 
Regular  weekly: 

Dated  Nov.  10,1966 <5.041 

Redeemed  in  exchange  for  series  issued 

May  11,1967,  due  Aug.  10,1967... 

Redeemed  in  exchange  for  series  dated 

May  11, 1967,  due  Nov.  9, 1967 

Redeemable  for  cash 

Maturing  Aug.  10,1967 3.672 

Issued  in  exchange  for  series  dated  Nov. 

10,1966 

Issued  for  cash 

Maturing  Nov.  9,  1967 3.831 

Issued  in  exchange  for  series  dated  Nov. 

10,1966... 

Issued  for  cash 

Treasury  notes.  Series  D-1967 4M 

Redeemed  in  exchange  for: 

4^%  Treastury  notes.  Series  C-1968 

4M%  Treasury  notes,  Series  B-1972 

Redeemable  for  cash 

Treasury  bonds  of  1962-67 2J^ 

Redeemed  in  exchange  for: 

4^%  Treasury  notes.  Series  C-1968 

4M%  Treasury  notes.  Series  B-1972 

Certificates  of  indebtedness.  Series  A-1967 b\i 

Redeemed  in  exchange  for: 
4Ji%  Treasury  notes,  Series  B-1972 


130, 115, 000. 00 

192, 253, 000. 00 
1, 079, 145, 000. 00 


130. 115.  000.  00 
370. 330, 000.  00 


192. 253. 000.  00 
709,  768,  000.  00 


50, 332, 192. 47 


49.767,337.70 


319, 228. 000. 00 


202, 626. 000. 00 
1, 780, 973, 000. 00 


319, 228, 000.  00 
981,721,000.00 


202, 626,  000.  00 
797, 706, 000.  00 


23,173,359.91 


2,923,481.43 


203, 755, 000. 00 

102, 427, 000. 00 
1,993,848,000.00 


203, 755, 000. 00 
1, 097, 259, 000. 00 


102, 427, 000. 00 
897, 676, 000. 00 


5,804,224,000.00 

3, 506, 490, 000. 00 

437, 602, 000. 00 


639,451,000.00 
445, 560, 000. 00 


309, 005, 000. 00 


Footnotes  at  end  of  table. 


622   196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Table    42.- — Issues,   maturities,    and   redemptions   of  inter est^hearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  * 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1967  Percent 

May  15    Treasury  notes,  Series  A-1967 3M 

Redeemed  in  exchange  for: 

4^%  Treasury  notes,  Series  B-1972 

15    Treasury  notes.  Series  E-1967 4J^ 

Redeemed  in  exchange  for: 

4?4%  Treasury  notes,  Series  B-1972 

15    Treasury  notes,  Series  C-1968 4}^ 

Issued  in  exchange  for: 

454%  Treasury  notes,  Series  D-1967- 

21^%  Tresisury  bonds  of  1962-67 

15  Treasury  notes,  Series  B-1972 \% 

Issued  in  exchange  for: 

i%%  Treasury  notes,  Series  D-1967 

2M%  Treasury  bonds  of  1962-67 

b%%  certificates  of  indebtedness.  Series 

A-1967 

3M%  Treasury  notes.  Series  A-1967 

^li%  Treasuiy  notes.  Series  E-1967 

16  Treasury  bonds,  foreign  currency  series,  ma- 

turing May  16,  1967 4.08 

Treasury  bills: 
Regular  weekly: 

18  Dated  Nov.  17, 1966 <5.062 

Redeemed  in  exchange  for  series  issued 

May  18,  1967,  due  Aug.  17,  1967 

Redeemed  in  exchange  for  series  dated 

May  18,  1967,  due  Nov.  16,  1967 

Redeemable  for  cash 

18  Maturing  Aug.  17,  1967 3.628 

Issued  in  exchange  for  series  dated  Nov. 

17,  1966 

Issued  for  cash 

18  Maturing  Nov.  16,  1967 3.803 

Issued  in  exchange  for  series  dated  Nov. 

17,  1906 

Issued  for  cash 

22    Treasury  bonds,  foreign  currency  series,  ma- 
turing May  22,  1967... 4.09 

Treasury  bills: 
Regular  weekly: 

25  Dated  Nov.  25,  1966 ^  b.m\ 

Redeemed  in  exchange  for  series  issued 

May  2.^  1967,  due  Aug.  24,  1967 

Redeemed  in  exchange  for  series  dated 

May  25,  1967,  due  Nov.  24, 1967 

Redeemable  for  cash 

25  Maturing  Aug.  24,  1967 3.493 

Issued  in  exchange  for  series  dated  Nov. 

25,1966  

Issued  for  cash 

25  Maturing  Nov.  24.  1967 3.692 

Issued  in  exchange  for  series  dated  Nov. 

25,  1966 

Issued  for  cash 

Regular  monthly: 

31  Dated  May  31,  1966 4.966 

Redeemed  in  exchange  for  series  issued 

May  31,  1967,  due  Feb.  29,  1968 

Redeemed  in  exchange  for  series  dated 

May  31,  1967,  due  May  31, 1968 

Redeemable  for  cash 

31  Maturing  Feb.  29,  1968 3.945 

Issued  in  exchange  for  series  dated  May 

31,  1966 

Issued  for  cash 

31  Maturing  May  31.  1968 3.934 

Issued  in  exchange  for  series  dated  May 

31,  1966 

Issued  for  cash 

31    Treasury  certificates,  maturing: 

May  31,  1967 3.82 

June  30,  1967 .,., 3.37 

Footnotes  at  end  of  table. 


5, 804, 224, 000. 00 
639,451,000.00 


3, 506, 490, 000.  00 
445, 560, 000. 00 

309, 005, 000. 00 
835, 226, 000. 00 
213,185,000.00 


243, 188, 000. 00 
1,057,377,000.00 


141, 293, 000. 00 
859,354,000.00 


280,  6.52,  000.  00 
1,019,317,000.00 


152,439,000.00 
847,890,000.00 


$835,226,000.00 
213, 185, 000.  GO 


20, 150, 118. 38 


243, 188, 000. 00 


141,293,000.00 
1,917,839,000.00 


10,074,551.68 


280, 652, 000. 00 


152,439,000.00 
1,866,779,000.00 


111,856,000.00 


220, 720. 000. 00 
1.069.414,000.00 


111.856,000.00 
388, 184, 000. 00 


220, 720, 000. 00 
679, 426, 000. 00 


32,611,916.10 


32,511,982.62 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,    excluding    special   issues,  July    1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


1967 
May  31 


U.S.  savings  bonds:  ^ 

Series  E-1941 

Series  E-1942 

Series  E-1943 

Series  E-1944 

Series  E-1945 

Series  E-1946 

Series  E-1947 

Series  E-1948 

Series  E-1949 

Series  E-1950 

Series  E-1951 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 

Series  E-1955 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December).-. 

Series  E-1958 

Series  E-1959  (January  to  May) 

Series  E-1959  (June  to  December) 

Series  E-1960 

Series  E-1961 

Series  E-1962 

Series  E-1963 

Series  E-1964 

Series  E-1965  (January  to  November) 

Series  E-1965  (December) 

Series  E-1966 

Series  E-1967 

Unclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953 

Series  H-1954 

Series  H-1955 

Series  H-1956 

Series  H-1957  (January) 

Series  H-1957  (February  to  December)... 

Series  H-1958 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960. 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964.. 

Series  H-1965  (January  to  November) 

Series  H-1965  (December) 

Series  H-1966 

Series  H-1967 

Unclassified  sales  and  redemptions 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1955. 

Series  K-1956 

Series  K-1957.. 

Unclassified  redemptions 

U.S.  savings  notes 

U.S.  retirement  plan  bonds.. _ 

Depositary  bonds,  First  Series 

Treasury  iDonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-1975-80. 

Redeemed  in  exchange  for  1J^%  Treasury 

notes,  Series  EA-1972. 

Treasury  notes,  Series  EA-1972 

Miscellaneous 


Percent 
6  3.  297 
6  3. 340 
6  3. 377 
6  3.409 
6  3. 438 
6  3.468 
6  3. 497 
6  3.528 
6  3. 464 
6  3. 433 
» 3. 485 
3.520 
6  3.  575 
6  3.  608 
6  3.  657 
6  3.  702 
6  3. 746 
3.780 
6  3.915 
6  3. 959 
3.990 
6  3. 815 
6  3. 859 
6  3. 904 
6  3. 955 
6  4. 008 
6  4. 059 
6  4. 106 
4.150 
4.150 
4.150 

""6"3,"485 

6  3.519 

« 3. 566 

6  3.  610 

6  3. 659 

3.700 

6  3. 671 

6  3. 762 

3.830 

6  3. 874 

93.901 

6  3. 943 

«3.982 

6  4. 023 

«  4. 072 

« 4. 110 

4.150 

4.150 

4.150 


2.76 
2.76 
2.76 


2.76 
2.76 
2.76 


3.85 
2.00 
2.00 
2M 


m 


$779, 
3, 093, 
3, 478, 
4, 912, 
9, 149, 
3, 063, 
3, 454, 
3, 666, 
3, 590, 
3,311, 
2, 925, 

-26, 
1, 672, 
3, 968, 
4,393, 
4, 570, 
4, 722, 

-97, 

6, 402, 

5, 998, 

2,  674, 

4, 415, 

5,768, 

6, 269, 

6, 329, 

7, 167, 

6, 947, 

6, 922, 

1, 

14,006, 

322,491, 

79, 320, 


342. 49 
306. 34 
708. 18 
956. 47 
147. 98 
073. 13 
577.  79 
034. 39 
003. 37 
163. 42 
106. 80 
526. 66 
496. 51 
756.  60 
395. 53 

622. 79 

044. 01 
155.  60 
608.  45 

578. 86 
414.  60 

712. 87 
410.  84 
303. 06 

579. 02 

701. 03 

043. 80 
927.  23 
393.80 
395.  71 
806.25 
744.19 


111,  000. 00 

54,  219, 000. 00 

8-7,538,000.00 

252, 552. 40 

171, 938. 40 

-255.38 


95, 478. 75 
175, 344. 82 
699, 000.  00 
500, 000. 00 


1, 983, 000. 00 


$1,354, 

6, 135, 

10, 306, 

12, 165, 

10, 519, 

6, 194, 

7,  538, 

6, 764, 

7, 059, 

6, 786, 

5, 954, 

2, 384, 

4, 163, 

8, 269, 

9,515, 

11,282, 

12, 864, 

1,505, 

12, 027, 

12. 437, 

4, 053, 

5, 340, 

8, 539, 

10, 952, 

9, 649, 

15,113, 

15,913, 

20, 400 

2, 786, 

90, 532 

45, 054 

47, 435 

463, 

1,181, 

2,  452, 
3, 980, 
4, 061, 

299, 
3, 871, 
3, 048, 
1, 597, 
1,519, 
3, 967, 
4, 347, 

3,  594, 
3, 137 
2,  627, 
1,  902, 

75, 

2, 377, 

134, 

«-5, 877, 

8,  925, 

637, 

980, 

9-2,  232, 

20, 900, 

1, 081, 

366, 

9-3, 876, 


968. 77 
681.71 
993.  24 
830.  71 

510. 06 

777. 59 
101.30 
889. 32 

152. 61 
913. 19 
278.  53 
404.05 
734.  26 
500.  44 
288.70 
935. 93 
891. 54 
120. 73 
229. 49 

306. 07 

778. 62 
817.46 
276. 31 

715. 81 
631. 31 

682. 82 
033. 30 
807.  48 
084. 64 

959. 60 
281. 25 
798. 41 
500. 00 
000. 00 
500.  00 
500. 00 
000.00 
000. 00 
000.00 
500. 00 

.  500. 00 
500. 00 
000. 00 
000.00 
000.00 
000.00 
500. 00 
500. 00 
500.00 
000. 00 
500. 00 
000.00 
649.60 
232.00 
198. 10 
877. 91 
000. 00 
500.00 
500.00 
000.00 


19,  795. 85 
332,  000.  00 
360,  000. 00 


1, 983,  000. 00 
'39,'926,'906.'66 


Total  May 24,451,831,200.72       24,853,771,744.70 


Footnotes  at  end  of  table. 
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Table   42. — Issues,   maturities,   and  redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June   1967 — Continued 


Date 

Securities 

Rate 
of  in- 
terest > 

Amount  Issued  ^ 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity « 

1907 
June    1 

Treasury  bills: 
Regular  weekly: 
Dated  Dec.  1,  1966 

Redeemed  in  exchange  for  series  issued 
June  1, 1967,  due  Aug.  31, 1967 

Redeemed  in  exchange  for  series  dated 
June  1, 1967,  due  Nov.  30, 1967 

Redeemable  for  cash 

Percent 
M.886 

$341,226,000.00 

182,  027,  000. 00 
1,785,922,000.00 

1 

Maturing  Aug.  31, 1967 

Issued  in  exchange  for  series  dated  Dec. 

1,1966 

Issued  for  cash... 

3.478 

$341,  226,  000. 00 
959,164,000.00 

1 

Maturing  Nov.  30,  1967 

3.733 

Issued  In  exchange  for  series  dated  Dec. 

1,  1966... 

Issued  for  cash. 

182,027,000.00 
818, 966, 000. 00 

8 

Dated  Dec.  8, 1966 

Redeemed  in  exchange  for  series  issued 

June  8,  1967,  due  Sept.  7,  1967 

Redeemed  In  exchange  for  series  dated 

June  8, 1967,  due  Dec.  7, 1967 

Redeemable  for  cash 

M.751 

301, 207,  000. 00 

222,  585,  000. 00 
1,776,900,000.00 

8 

Maturing  Sept.  7, 1967 

Issued   in  exchange   lor  series  dated 

Dec.  8, 1966 

Issued  for  cash 

3.385 

301, 207, 000. 00 
998,814,000.00 

8 

Maturing  Dec.  7, 1967. 

Issued   in  exchange   for  series  dated 

Dec.  8, 1966 

Issued  for  cash 

3.768 

222,585,000.00 
778,040,000.00 

9 

Treasury  notes,  foreign  series,  maturing  May 

13,1968 

Treasury  certificates,  maturing: 

June  16,  1967 

Dec.  15, 1967 

Treasury  bills: 
Regular  weekly: 

Dated  Dec.  16, 1966 

Redeemed  in  exchange  for  series  issued 

June  15,  1967,  due  Sept.  14,  1967 

Redeemed  in  exchange  for  series  dated 

June  16, 1967,  due  Dec.  14, 1967 

Redeemable  for  cash.. 

4.30 

1.00 
1.00 

« 4. 666 

222, 060. 71 

16 

2, 281, 432. 80 

2,364,654.45 

15 

349, 185,  000. 00 

205,  047,  000. 00 
1, 748, 188,  000. 00 

16 

Maturing  Sept.  14.  1967 

Issued   in  exchange   for  series   dated 

Dec.  15, 1966. 

Issued  for  cash 

3.506 

349, 185. 000. 00 
950, 817, 000. 00 

16 

Maturing  Dec.  14,  1967 

Issued    in   exchange   for  series   dated 

Dec.  16,  1966 

Issued  for  cash 

3.795 

205,  047,  000  00 
795, 087,  000. 00 

16 

Trea<!ury  bonds  of  1962-67 

2J^ 

Redeemable  for  cash 

343, 610. 100. 00 

16 

Treasury  notes,  foreign  series,  maturing  May 
13.  1968              

4.30 
•4.903 

99.  462. 36 

22 

Trea.sury  hills: 
Tax  anticipation; 

MafuriiiE  June  22   1967 

Upelcpinablp  for  cash.     

"5,  614,  282,  000. 66 

22 

Rpt-'ular  werklv 
Diit.vt  |)Hc   ?2.  1966          

<  4. 468 

RrdfPmc.l  in  p\chrtn(ro  for  «pr'«'s  issued 
Juix-  ii    1967.  'lup  Sept    21.  1967 

Rp'ltPiiiKl  111  pxch.mep  (i«r  series  dated 
Junr  ?2    1967.  due  Dec   21,  1967 

Redeem  aide  for  eiish. 
M:itur'ii>!  Sepi   21    1967 

Issued    ill    excliaiige    for    scries    dated 
1  lee   22.  1966 

332.  532.  000  00 

22 

'"'3.572 

236.74i.ono.no 

1  737.  005.  nOO.  00 

22 

332. 532.  onn  no 

967.  426  OOfl.  00 

236, 741.  oon  no 

763.  309.  000. 00 

I'.-sued  for  cash.           

Maturing  Dec  21.  1967         . 

I.ssued    ill    exehange    for    series    dated 
Dec   22   1966 

"3.841 

22 

Issued  for  cash 

Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing    public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Rate 

Amount  matured 

Date 

Securities 

of  in- 
terest • 

Amount  issued  * 

or  called  or  re- 
deemed prior  to 
maturity  > 

1967 
June  22 


Certificates  of  indebtedness,  foreign  series, 

maturing:  Percent 

June  22,  1967 -  4. 95 

Dec.  22,  1967 3.85 

23    Treasury  certificates,  maturing  July  1, 1967..  4.150 

28  Certificates  of  indebtedness,  foreign  series, 

maturing  Dec.  22, 1967 -  3.  SO 

Treasury  biUs: 
Begular  weekly: 

29  Dated  Dec.  29, 1966 *  4.458 

Redeemed  in  exchange  for  series  issued 
June  29,  1967,  due  Sept.  28,  1967— - 

Redeemed  in  exchange  for  series  dated 
June  29,  1967,  due  Dec.  28,  1967 

Redeemable  for  cash 

29           MaturingSept.  28,  1967..- 3.463 

Issued  in  exchange  for  series  dated  Dec. 
29,  1966 - 

Issued  for  cash 

29  Maturing  Dec.  28, 1967 ---  3.950 

Issued  in  exchange  for  series  dated  Dec. 

29,  1966 - 

Issued  for  cash 

Regular  monthly: 

30  Dated  June  30, 1966 *  5. 067 

Redeemed  in  exchange  for  series  issued 

June  30,  1967  due  Mar.  31,  1968 

Redeemed  in  exchange  for  series  dated 

June  30,  1967,  due  June  30, 1968 

Redeemable  for  cash 

30          Maturmg  Mar.  31, 1968 4.723 

Issued  in  exchange  for  series  dated  June 

30, 1966 

Issued  for  cash 

30          Maturing  June  30, 1968 4.732 

Issued  in  exchange  for  series  dated  June 

30, 1966 

Issued  for  cash 

30    Certificates  of  indebtedness,  foreign  currency 

series  maturing  June  30, 1967 _.  4.99 

30    Treasury  notes,  foreign  currency  series,  ma- 
turing Sept.  30,  1968 4.83 

30    Treasury  certificates,  maturing: 

June  30,  1967 4. 150 

June  30,  1967.... 3.37 

July  31, 1967 3.10 

Sept.  30,  1967 3.462 

30    Certificates  of  indebtedness,  foreign  series, 

maturing  Sept.  29,  1967 3.50 

30    U.S.  savings  bonds:' 

Series  E-1941 8  3.297 

Series  E-1942 6  3.340 

Series  E-1943 «  3.377 

Series  E-1944 63.409 

Series  E-1945 63.438 

Series  E-1946 63.468 

Series  E-1947 .-. 63.497 

Series  E-1948 63.528 

Series  E-1949 63.464 

Series  E-1950 63.433 

Series  E-1951 63.485 

Series  E-1952  (January  to  April) 3. 520 

Series  E-1952  (May  to  December) «  3. 575 

Series  E-1953 63.6O8 

Series  E-1954 63.657 

Series  E-1955 «3.702 

Series  E-1956. 63.745 

Series  E-1957  (January) 3.780 

Series  E-1957  (February  to  December) ...  6  3. 915 

Series  E-1958.. 63.959 

Series  E-1959  (January  to  May) 3. 990 

Series  E-1959  (June  to  December) 6  3. 815 

Series  E-1960 63.359 

Series  E-1961 «3.904 

Footnotes  at  end  of  table. 


$50, 000, 000. 00 
100,000,000.00 


310, 817, 000. 00 
989, 389, 000. 00 


234, 270, 000. 00 
766, 169, 000. 00 


100, 306, 000. 00 
400,023,000.00 


224, 747, 000. 00 
775,800,000.00 


25,484,199.80 


32,697,495.65 
8, 148, 540. 12 


$50,000,000.00 
'"3,'73i,"656."i0 


310, 817, 000. 00 


234, 270, 000. 00 
1,756,559,000.00 


100, 306, 000. 00 

224, 747, 000. 00 
1, 176, 448, 000. 00 


25,490,105.20 


8,210,120.69 
32,611,916.10 


125,000,000.00    __ 
2,076,812.91 

1,328,778.69 

3,993,836.67 

6,453,130.09 

3, 951, 810. 67 

10, 624, 973. 02 

11,371,206.39 

12,693,414.46 

9,609,866.89 

11,086,789.37 

4,006,019.23 

6,416,918.50 

4,454,458.59 

7,520,311.14 

5,082,760.98 

7, 022, 634. 92 

4, 956, 258. 92 

7,494,184.20 

4,046,597.00 

6,924,875.03 

3,620,299.80 

6,087,742.97 

-17,343.87 

2,389,215.12 

1,801,188.05 

4,356,623.49 

4,086,819.79 

8,151,654.33 

4, 085, 347. 41 

9,528,052.48 

4,563,750.31 

11,179,538.36 

5,133,116.96 

13, 108, 112. 47 

-46.98 

1,325,309.56 

3,137,724.81 

12,890,688.07 

11,657,763.51 

12, 550, 666. 21 

-31,950.62 

4,222,938.69 

5,401,114.59 

5,889,943.14 

6, 909, 466. 35 

9,275,122.64 

7,021,318.75 

10,929,845.09 
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Table    42. — Issues,   maturilies,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966-June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest • 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity » 


1967 
June  30    U.S.  savings  bonds »— Continued 

Series  E-1962 _ 

Series  E-1963 

Series  E-1964 

Series  E-1965  (January  to  November).. 

Series  E-1965  (December) 

Series  E-1966 

Series  E-1967 

Unclassified  sales  and  redemptions 

Series  H-1952.. 

Series  H-1953 

Series  H-1954 

Series  H-1955 

Series  H-1956. 

Series  H-1957  (January) 

Series  H-1957  (February  to  December). 

Series  H-1958 _ 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960.. 

Series  H-1961 

Series  H-1962 

Series  H-1963- 

Series  H-1964.. 

Series  H-1965  (January  to  November).. 

Series  n-1965  (December) 

Series  H-1966. 

Series  H-1967 

Unclassified  sales  and  redemptions 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1955. 

Series  K-1956 

Series  K-1957. 

Unclassified  redemptions 

30    U.S.  savings  notes: 

Unclassified 

30    Treasury  notes,  Series  A-1967 

Adjustments  of  redemptions  ' 


Percent 

•3.956 

«4.008 

«  4. 059 

«4.106 

4.150 

4.160 

4.150 

"V3;486 

•  3. 519 

•  3. 566 
•3.610 
•3.669 

3.700 
«  3. 671 

•  3. 762 
3.830 

•  3. 874 
•3.901 
•3.943 
•3.982 
•4.023 
8  4. 072 

•  4. 110 
4.150 
4.150 
4.150 

""2!  76' 
2.76 
2.76 


$7,558,060.11 

7,695,768.22 

7,755,499.57 

3,831,903.85 

4,710,843.48 

12, 417, 245.  52 

395, 032, 068. 75 

-16,998,893.61 


2.76 
2.76 
2.76 


24, 500. 00 

42, 142, 000. 00 

946, 500. 00 

262, 674. 00 

213, 573. 20 

-340. 12 


1, 401, 090. 75 


$10,269, 

15,268, 

16, 667, 

20, 788, 

2,731, 

75,989, 

71,125, 

44,911, 

290, 

1,124, 

2, 137, 

3,371, 

2, 665, 

175, 

3,977, 

2,438. 

1,210, 

1,226, 

3, 017, 

3,494, 

2, 905, 

2,095, 

2,109, 

1, 653, 

26, 

2, 085, 

123, 

1, 102, 

7, 696, 

328, 

32, 

1,054, 

17, 202, 

1, 105, 

229, 

«  -693, 


676.04 
203.06 
227. 07 
596. 98 
724. 82 
812. 38 
706.25 
386. 55 
000.00 
500.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
500.00 
000.00 
500.00 
500.00 
000.00 
500.00 
500.00 
000.00 
000.00 
520. 20 
159.20 
245. 20 
018.85 
500.00 
500.00 
000.00 
500.00 


60.75 

'33,'666.'66 


Footnotes  at  end  of  table. 
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Table    42. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1966- June  1967 — Continued 


Date 


Securities 


Rate 
of  in- 
terest 1 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1967 
June  30 


30 


Treasury  notes,  Series  E-1967- 

Adjustments  of  redemptions  '. 

Certificates  of  indebtedness,  Series  A-1967 

Adjustments  of  redemptions  ' --. 

Treasui-y  bonds  of  1962-67 

Adjustments  of  redemptions  ' 

Treasury  notes.  Series  C-1968 

Adjustments  of  issues  ' 

Treasury  notes.  Series  B-1972 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds.  First  Series. 

Treasury  bonds,  REA  Series 

Treasury  bonds.  Investment  Series  B-1975-80, 
Redeemed  in  exchange  for  1}4%  Treasury 

notes.  Series  EA-1972._ 

Treasury  notes,  Series  EA-1972 

Miscellaneous 


Percent 


5K 


2}4 


4Ji 


4M 


3.85 
2.00 
2.00 
2K 


VA 


-.$5, 000. 00 


22, 000. 00 

373, 344. 98 

571, 000.  00 

1, 537, 000. 00 


4, 133, 000. 00 


-.$50, 000.  00 


22, 000. 00 


365, 000. 00 


54,  647. 27 

1, 260, 000. 00 

100, 000.  00 


4, 133, 000. 00 


105,834,500.00 


TotalJune 13,931,930,825.83        19,625,386,190.42 


Total  fiscal  year  1967. 190,890,275,937.81      188,963,875,795.46 


1  For  Treasury  bills,  average  rate  on  bank  discount  basis  is  shown;  for  savings  bonds,  approximate  yield  to 
maturity  is  shown. 

2  Since  May  1,  1957,  Series  E  and  H  bonds  have  been  the  only  savings  bonds  on  sale.  Amounts  shown  for 
Series  E  and  J  represent  issue  price  plus  accrued  discount  and  for  Series  H  issue  price  at  par. 

3  For  savings  bonds  of  Series  E  and  J,  amounts  represent  cunent  redemption  value  (issue  price  plus  ac- 
crued discount);  and  for  Series  H  and  K,  amounts  represent  redemption  value  at  par. 

*  Average  interest  rate  for  combined  original  and  additional  issues. 

5  At  option  of  owner.  Series  E  bonds  dated  May  1, 1941,  through  May  1,  1949,  may  be  held  and  will  accrue 
interest  for  additional  20  years;  bonds  dated  on  and  after  June  1,  1949,  may  be  held  and  will  accrue  interest 
for  additional  10  years.  At  option  of  owner.  Series  H  bonds  dated  June  1,  1952,  through  May  1,  1959,  may  be 
held  and  will  accrue  interest  for  additional  10  years. 

«  Represents  a  weighted  average  of  the  approximate  yields  of  bonds  of  various  issue  dates  within  the 
yearly  series  if  held  to  maturity  or  if  held  from  issue  date  to  end  of  applicable  extension  period,  computed 
on  the  basis  of  bonds  outstanding  June  30,  1966.  (See  Treasury  Circulars  Nos.  653  (Seventh  Revision)  and 
905  (Fourth  Revision)  for  details  of  yields  by  issue  dates,  for  Series  E  and  Series  H  savings  bonds, 
respectively.) 

'  Adjustments  of  amounts  originally  reported  on  date  of  issue  or  exchange. 

*  Settlement  made  subsequent  to  last  day  of  month  in  which  bills  matured. 

9  Amounts  transferred  from  unclassified  sales  or  redemptions  to  sales  or  redemptions  of  designated  series. 
11  Represents  an  additional  $400,782,000  on  each  of  3  series  of  outstanding  Treasury  bills  issued  in  a  strip 
to  mature  on  the  last  day  of  each  month  from  Mar.  31,  to  May  31, 1967. 


277-468 — 68- 
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Table  44. — Statutory  debt  retirements,  fiscal  years  1918-67 

[In  thousands  of  dollars.  On  basis  of  par  amounts  and  of  daily  Treasury  statements  through  1947,  and  on 
basis  of  Public  Debt  accounts  thereafter,  see  "Bases  of  Tables") 


Bonds 

Bonds 

Payments 

Com- 

and 

received 

Fran- 

from net 

modity 

Miscel- 

Cumu- 

Repay- 

notes 

for  loans 

chise  tax 

earmngs, 

Credit 

laneous 

Fiscal  year 

lative 

ments  of 

received 

from 

receipts, 

Federal 

Corpo- 

gifts. 

Total 

sinking 

foreign 

for 

Pubhc 

Federal 

inter- 

ration 

forfeit- 

fund 

debt 

estate 

Works 

Reserve 

mediate 

capital 

ures. 

taxes 

Adminis- 
tration 

banks 

credit 
banks 

repay- 
ments 

etc. 

1918-1935... 

5,349,836 

1,579,132 

66,278 

149,809 

2,605 

«  15,954 

7,163,514 

1936 

403, 238 

1 

403, 240 

1937. 

103,815 

142 

14 

103, 971 

1938 

65, 116 

210 

139 

65, 465 

1939 

48, 518 

120 

8,095 

1,501 

12 

58, 246 

1940 

128,349 

134 

685 

16 

129, 184 

1941 

37,011 

1,321 

548 

25,364 

16 

64,260 

1942 

75,342 

668 

315 

18,393 

5 

94,722 

1943 

3,460 

4 

3,463 

1944 

-1 

3 

2 

1945. 

2 

o 

1946 

4 

4 

1947 

(?) 

1948. 

746, 636 

8,028 

1,634 

45,509 

3  209,828 

1,011,636 

1949 

7,498 

178 

3  81 

7,758 

1950 

1,815 

261 

48,943 

»690 

51,709 

1951 

839 

394 

1,232 

1952 

551 

300 

851 

1953 

241 

285 

526 

1954 

387 

387 

1955 

231 

231 

1956... 

762, 627 

462 

763, 089 

1957 

139 

139 

1958 

1959 

-57 

-57 

1960 

1961 

1,000,000 

1,000,000 

1962 

<  1,000 

1,000 

1963 

«  58, 000 

58,000 

1964 

1965 

«  73, 100 

73,100 

1966 

'12,336 

12,336 

1967 

Total 

8,734,833 

1,579,605 

66,278 

18,246 

149,809 

9,825 

138.209 

371,205 

11,068,011 

'  Includes  $4,842,066.45  written  off  the  debt  Dec.  31,  1920,  for  fractional  currency  estimated  to  have  been 
lost  or  destroyed  in  circulation. 

2  Beginning  with  1947,  bonds  acquired  through  gifts,  forfeitures,  and  estate  taxes  arc  redeemed  prior  to 
maturity  from  regular  public  debt  receipts. 

3  Represents  payments  from  net  earmngs.  War  Damage  Corporation. 

<  Represents  Treasury  notes  of  1890  determined  by  the  Secretary  of  the  Treasury  on  Oct.  20,  1961,  pur- 
suant to  the  Old  Sorias  Currency  Adjustment  Act  approve!  June  30, 1961  (31  U.S.C.  912-916)  to  have  been 
destroyed  or  irretrievably  lost  and  so  will  never  be  presented  for  redemiition. 

»  Represents  $15,000,000  national  bank  notes,  $1,000,000  F(>dp,ral  Reserve  bank  notes,  and  $15,000,000 
silver  certificates,  all  issued  prior  to  July  1,  1929;  $18,000,000  Federal  Reserve  notes  issued  prior  to  tlic  series 
of  1928;  $9,000,000  gold  certificates  issued  prior  to  Jan.  30,  1934;  all  of  which  have  been  determined  purstuuit 
to  31  U.S.C.  912-916  to  have  been  destroyed  or  irretrievably  lost. 

«  Represents  $24,000,000  U.S.  notes,  $1,000,000  Federal  Reserve  bank  notes,  $13,500,000  national  bank 
notes,  and  $14,500,000  silver  certificates,  all  issued  before  July  1, 1929;  $6,000,000  gold  certificates  prior  to  1934 
series;  $100,000  Treasury  notes  of  1890;  and  $14,000,000  Federal  Reserve  notes  (prior  to  series  of  1928);  all  of 
which  were  determined  on  Nov.  16,  1964,  pursuant  to  31  U.S.C.  912-916,  to  have  been  destroyed  or  irre- 
trievably lost. 

'  Repr&sents  $142,000  U.S.  notes,  $63,000  Federal  Reserve  baiik  notes.  $420,000  national  bank  notes,  and 
$280,000  silver  certificates,  all  issued  before  July  1, 1929;  $8,950,000  gold  certificates  prior  to  1934  series;  $31,000 
Treasury  notes  of  1890;  and  $2,450,000  Federal  Reserve  notes  (prior  to  series  of  1928);  all  of  which  were  de- 
termined on  May  26,  1966,  pursuant  to  31  U.S.C.  912-916,  to  have  been  destroyed  or  irretrievably  lost. 
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Table  4:5.— Cumulative  sinking  fund,  fiscal  years  1921-67 
[On  basis  of  Public  Debt  accounts,  see  "Bases  of  Tables"] 

pakt  I.— appropriations  and  expenditures 

[In  millions  of  doUars.] 


Fiscal  year 

Appropria- 
tions 

1921-1946 _ 

11,731.9 

1947.. 

587.6 

1948. 

603.5 

1949. 

619.6 

1950 

619.7 

1951. 

619.8 

1952. 

619.8 

1953. 

619.8 

1954. 

619.8 

1955 

619.8 

1956. 

623.8 

1957 

633.3 

1958. 

633.3 

1959. 

633.3 

1960. 

633.3 

1961. 

657.1 

1%? 

680.8 

1963. 

680.8 

1%4 

680.8 

1965- 

680.8 

1966. 

680.8 

1967 

680.8 

Total, 
ict  cum 

Unexr 

_ 25,160.7 

Dedu 

lulative  expenditures 

)ended  balance 

8,727.1 

16,433.5 

Available 
for  expendi-  - 
ture  during    Par  amount 
year' 


Debt  retired  ' 


Cost 
(principal) 


6, 525. 0             6, 214.  7  6, 207. 0 

6,112.6  

6, 716. 0                 746. 6  746. 6 

6. 589. 0  7. 5  7. 5 
7, 201. 2  1. 8  1.8 
7,819.2                      .8  .8 

8. 438. 1  .6  .6 
9, 057. 4  .2  .2 
9,676.9  

10.296.7  

10, 920. 5                 762. 6  762. 6 

10.791.2  

11,424.5  

12,057.9  

12.691.3  

13. 348. 4  1, 000. 0  1, 000. 0 

13,029.3  

13,710.1  

14,391.0  

15.071.8  

15,752.7  

16.433.5  

8,734.8  8,727.1 


Part  II.— TRANSACTIONS  ON  ACCOUNT  OF  THE  CUMULATIVE  SINKING  FUND 

FISCAL  YEAR  1967 

Unexpended  balance  July  1,  1966 $15,752,660,146.25 

Appropriation  for  1967: 
Initial  credit: 

(a)  Under  the  Victory  Liberty  Loan  Act  {2\4  percent  of  the 

aggregate  amount  of  Liberty  bonds  and  Victory  notes 
outstanding  on  July  1, 1920,  less  an  amount  equal  to  the 
par  amount  of  any  obligation  of  foreign  governments 
held  by  the  United  States  on  July  1,  1920) $253,404,864.87 

(b)  Under  the  Emergency  Relief  and  Construction  Act  of 

1932  (2}^  percent  of  the  aggregate  amount  of  expendi- 
tures from  appropriations  made  or  authorized  under 
this  act) 7,860,606.83 

(c)  Under  the  National  Industrial  Recovery  Act  (2H  percent 

of  the  aggregate  amount  of  expenditures  from  appropriar 

tions  made  or  authorized  under  this  act) 80, 164, 079. 53 

Total  initial  credit 341,429,551.23 

Secondary  credit  (the  interest  which  would  have  been  payable  duiing 
the  fiscal  year  for  which  the  appropriation  is  made  on  the  bonds  and 
notes  purchased,  redeemed,  or  paid  out  of  the  sinking  fund  duiing 
such  year  or  in  previous  years) 339,419,534.24  680,849,085.47 

Total  available  1967 16,433,509,231.72 

Unexpended  balance  June  30, 1967  2 16,433,509,231.72 


•  Represents  appropriations  authorized  by  Congress.  There  are  no  specific  funds  set  aside  for  this  account 
since  any  retirements  of  public  debt  charged  to  this  account  are  made  from  cash  balances  to  the  credit  of 
the  Treasurer  of  the  United  States. 

2  Net  discount  on  debt  retired  through  June  30,  1967,  is  $7.7  million. 

Note.— Comparable  annual  data  for  1921  through  1946  are  shown  in  the  1962  annual  report,  p.  726. 
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III.  United  States  savings  bonds 

Table  46. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  1941-67  and  monthly  1967  ^  ^ 

[In  millions  of  dollars] 


Sales 

Accrued 
dis- 
count 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount  out- 
standing ' 

Fiscal  year  or 
month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
interest- 
bearing 

Series  E  and  H 

1941  55 

79,203.6 
5, 259. 9 
4,613.0 
4, 670. 1 
4. 506. 0 
4,307.0 
4,463.7 
4, 421.  5 
4,518.0 
4, 656.  4 
4, 543.  0 
4, 650.  1 
4,965.4 

9, 183. 8 
1,114.1 
1, 132.  6 
1, 160.  7 
1.174.5 
1, 194. 2 
1, 253.  7 
1,331.0 
1,386.5 
1,458.0 
1, 502. 1 
1,541.6 
1,  618. 6 

88,387.4 
6, 374.  0 
5,  745.  5 
5,830.8 
5, 680.  4 
5, 501.  2 
5,717.4 
5,  752.  5 
5,904.5 
6,114.4 
6, 045.  1 
6,191.7 
6,583.9 

49, 102. 2 
4, 730. 1 
5, 176.  2 
5, 187. 1 
5, 106.  8 
5, 502.  2 
4, 626.  7 
4, 603.  3 
4.  500.  5 
4,  736.  3 
4. 987.  4 
5,304.6 
5,448.7 

45,969.3 
4,069.1 
4. 444.  0 
4,  431.  9 
4, 309.  8 
4,616.3 
3,905.8 
3. 872.  7 
3,  758. 5 
3,981.8 
4, 154. 1 
4.407.5 
4,535.7 

3,132.9 

660.9 
732.2 
755.3 
797.0 
885.9 
720.8 
730.6 
742.0 
754.5 
833.3 
897.1 
912. 9 

39, 285. 1 
40,929.1 
41,498.5 
42. 142.  2 
42,  715.  8 
42,714.8 
43. 805.  6 
44. 954.  8 

46. 358. 8 

47,  736. 9 

48.  794.  5 
■!9.681.6 

50. 816. 9 

1956 

1957 

1958       

1959 

1960 

1961 

1962 

1963 

1964 

1965-. 

19(56 

1967 

Total  through 
June  30, 1967. 

134,  777. 8 

25,051.3 

159, 828. 9 

109, 012. 1 

96, 4.56.  6 

12. 555. 4 

50.816.9 

1966    July 

411.4 
387.2 
402.8 
408.0 
367.8 
371.7 
491.8 
425.6 
459.1 
393.6 
438.1 
408.4 

153.2 
127.1 
132.7 
118.9 
117.9 
147.6 
153.8 
128.0 
136.2 
125.7 
126.8 
150.6 

564.6 
514.3 
635.4 
526.8 
485.7 
519.3 
645.7 
553. 6 
595.3 
519.3 
564.9 
559.0 

448.5 
436.2 
522.6 
428.5 
373.1 
406.5 
576.0 
437.2 
479.4 
420.8 
452.5 
467.4 

373.4 
366.0 
446.0 
360.9 
314.0 
339.0 
457.6 
362.9 
398.8 
350.6 
377.2 
389.5 

75.2 
70.2 
76.6 
67.6 
59.1 
67.5 
118.5 
74.3 
80.7 
70.2 
75.3 
77.9 

49.  797.  7 

49. 875. 8 
49.888.6 
49, 987.  0 

50,  099.  6 
50, 212. 4 
50, 282. 1 
50,398.5 
50,514.4 

50. 612. 9 
50,  725. 3 
50,816.9 

August 

September 

October 

November 

December 

1967— January 

February. 

April 

May 

Series  F,  G 

,  J,  and  K 

1941-55 

31, 096.  5 
586.3 
268.4 

836.9 
99.6 
83.4 
65.2 
53.6 
46.0 
32.1 
27.4 
21.6 
17.7 
14.9 
12.1 
7.8 

31, 933. 3 

686.0 

351.8 

65.2 

53.6 

46.0 

32.1 

27.4 

21.6 

17.7 

14.9 

12.1 

7.8 

12,634.4 

3,104.8 

3,  773. 5 

3,350.5 

2, 137. 2 

3,049.3 

1,188.0 

1,109.9 

770.7 

426.3 

357.5 

418.3 

472.3 

12,298.8 

2, 940.  6 

3, 605.  0 

3, 234. 6 

2,063.4 

2, 921. 2 

1,128.8 

1, 059. 0 

721.7 

399.8 

333.1 

383.7 

434.2 

335.6 

164.2 

108.5 

115.9 

73.8 

128.1 

59.1 

50.9 

49.0 

26.6 

24.4 

34.5 

38.1 

19, 080. 3 
10, 567.  6 
13.123.5 
9.842.2 
7,  786.  7 
4. 829. 0 
3,  708. 7 
2.651.9 
1,954.9 
1, 662. 6 
1,248.1 
855.7 
396.6 

218.4 

1956 

312.8 

1957 

334.7 

1958 

331.0 

1959 

302. 8 

1960 

257.3 

1961 

221.6 

1962 

195.8 

1963 

143.7 

1964 

127.4 

1965... 

99.3 

1966... 

85.5 

1967 

80.2 

Total  through 
June  30, 1967. 

31,951.2 

1,318.2 

33,269.5 

32, 792.  7 

31,524.0 

1,268.7 

396.6 

80.2 

1966— July 

1.0 

.8 

.  7 
.7 
.6 

'.7 
.6 
.6 
.5 
.4 
.5 

1.0 
.8 
.7 

.7 
.6 

'.7 
.6 
.6 
.5 
.4 
.5 

50.7 
40.6 
46.0 
37.5 
34.5 
41.8 
53.6 
35.2 
38.8 
32.1 
31.5 
30.1 

47.3 
37.3 
43.0 
34.6 
31.6 
38.0 
49.4 
32.2 
35.6 
29.5 
28.5 
27.2 

3.3 
3.4 
3.0 
2.9 
2.9 
3.8 
4.2 
2.9 
3.2 
2.6 
2.9 
2.9 

808.0 
770.6 
727.6 
092.1 
660.0 
639.8 
526.9 
504.9 
475.2 
449.4 
423.1 
396.6 

83.5 

81.1 

September 

78.9 

77.4 

November 

75.7 

December. - 

164.7 

114.8 

February  .. 

102.2 

93.7 

88.0 

May 

83.3 

Juno..... 

80.2 

Footnotes  at  end  of  table. 
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Table  46. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 

fiscal  years  1941-67  and  monthly  1967  ^  * — Continued 

[In  millions  of  dollars] 


Sales 

Accrued 
dis- 
count 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount  out- 
standing ' 

Fiscal  year  or 
month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
interest- 
bearing 

Series  E 

1941-55 

77,018.7 
4,219.3 
3,919.2 
3,888.6 
3,688.0 
3,603.2 

3. 689. 2 
3,674.3 
3,914.0 
4, 135. 6 

4. 112. 3 
4, 245.  7 
4,598.8 

9, 183. 8 
1,114.1 
1, 132.  6 
1, 160.  7 
1, 174.  5 
1, 194. 2 
1, 253.  7 
1,331.0 
1,386.5 
1,458.0 
1, 502. 1 
1,541.6 
1,618.6 

86,202.5 
5,333.4 
5, 051. 8 

5. 049. 3 
4,862.5 
4,797.4 
4,942.9 
5,005.3 

5. 300. 4 
5,593.6 
5, 614. 4 
5,787.3 
6,217.3 

49,016.1 
4, 622. 0 
4,980.6 
4, 951. 0 
4,889.4 
5, 180. 6 
4,393.8 
4,343.3 
4, 202. 9 
4,363.1 
4,538.4 
4,800.6 
4,895.3 

45,883.2 
3,961.0 
4, 248.  5 
4,195.8 

4. 092. 4 
4, 294.  7 
3, 672. 9 
3, 612.  6 
3,461.0 
3,608.6 
3,705.0 

3. 903. 5 
3,982.4 

3,132.9 
660.9 
732.2 
755.3 
797.0 
885.9 
720.8 
730.6 
742.0 
764.5 
833.3 
897.1 
912.9 

37, 186. 4 
37,897.8 
37,969.0 
38,067.2 
38, 040. 3 
37,465.7 
37, 816. 6 
38,260.1 
39,166.2 
40,190.4 
41,078.4 
41,852.6 
42,958.6 

1956 

1957 

1958 

1959 

1960 

201.3 
188.3 
218.6 
191.3 
206.3 
188.1 
212.6 
216.1 

1961 

1962         

1963 

1964 

1965- 

1966     . 

1967 

Total  through 
June  30, 1967. 

124,706.9 

25,051.3 

149, 758. 1 

105,177.0 

92, 621. 6 

12,665.4 

1, 622. 5 

42,968.6 

1966— July 

372.2 
355.0 
371.7 
376.6 
345.1 
347.7 
452.0 
394.0 
427.2 
366.3 
408.5 
382.3 

153.2 
127.1 
132.7 
118.9 
117.9 
147.6 
153.8 
128.0 
136.2 
125.7 
126.8 
150.6 

525.4 
482.1 
604.4 
495.5 
463.0 
495.3 
605.9 
522.0 
563.4 
492.1 
535.3 
532.9 

406.4 
394.4 
437.8 
379.9 
333.7 
364.8 
626.5 
395.2 
431.3 
381.3 
413.7 
430.2 

331.2 
324.2 
361.2 
312.3 
274.6 
297.3 
408.0 
320.9 
350.7 
311.1 
338.4 
352.3 

76.2 
70.2 
76.6 
67.6 
69.1 
67.5 
118.6 
74.3 
80.7 
70.2 
76.3 
77.9 

22.1 
18.4 
18.0 
16.1 
14.7 
15.2 
23.7 
18.1 
20.3 
16.2 
17.3 
17.0 

41,949.6 
42,018.8 
42,067.4 
42,167.9 
42, 282. 6 
42,397.8 
42,453.4 
42,562.2 
42, 674. 0 
42,768.6 
42,872.9 
42,958.6 

August. 

September 

October 

November 

December 

1967— January 

February 

March. 

April 

May 

June 

Series  H 

1952-55 

2,184.9 
1,040.6 
693.8 
781.6 
818.0 
703.9 
774.5 
747.2 
604.1 
520.8 
430.7 
404.4 
366.6 

2,184.9 
1, 040. 6 
693.8 
781.6 
818.0 
703.9 
774.5 
747.2 
604.1 
520.8 
430.7 
404.4 
366.6 

86.1 
108.1 
195.5 
236.1 
217.4 
321.6 
232.9 
260.1 
297.5 
373.3 
449.0 
504.0 
553.4 

86.1 
108.1 
195.5 
236.1 
217.4 
321.6 
232.9 
260.1 
297.5 
373.3 
449.0 
504.0 
553.4 

2,098.7 
3,031.2 
3, 529. 5 

1956 

1957 

1958 

4,075.0 
4,675.5 
5, 259. 1 

1959 

1960 

201.3 
188.3 
218.6 
191.3 
206.3 
188.1 
212.5 
216.1 

1961 

5,989.0 
6,694.7 
7, 192. 5 
7,546.4 
7, 716. 1 
7,829.0 
7,868.2 

1963 

1964 

1965 

1966 

1967 

Total  through 
June  30, 1967. 

10,070.9 

10,070.9 

3,836.1 

3,835.1 

1,622.5 

7, 858. 2 

1966— July 

39.2 
32.2 
31.1 
31.3 
22.7 
24.0 
39.8 
31.6 
31.8 
27.2 
29.5 
26.1 

39.2 
32.2 
31.1 
31.3 

22.7 
24.0 
39.8 
31.6 
31.8 
27.2 
29.5 
26.1 

42.1 
41.8 
84.7 
48.6 
39.4 
41.7 
49.5 
42.0 
48.1 
39.5 
38.8 
37.2 

42.1 
41.8 
84.7 
48.6 
39.4 
41.7 
49.5 
42.0 
48.1 
39.5 
38.8 
37.2 

22.1 
18.4 
18.0 
15.1 
14.7 
15.2 
23.7 
18.1 
20.3 
16.2 
17.3 
17.0 

7,848.1 
7, 856. 9 

August 

September 

7, 821. 2 

October 

7, 819. 1 

November 

7, 817. 1 

December 

7, 814. 7 

1967— January 

7, 828. 6 

February 

7, 836. 3 

March 

7,840.4 
7,844.3 

April 

May 

7, 852. 4 

June . 

7,858.2 

Footnotes  at  end  of  table. 
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Table  46. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  194.1-67  and  monthly  1967  '  ^ — Continued 

[In  miUions  of  dollars] 


Sales 

Accrued 
dis- 
count 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount  out- 
standing 3 

Fiscal  year  or 
month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
interest- 
bearing 

Series  F 

1941-55         

4,957.6 
(*) 
(•) 
(*) 
(•) 
(*) 

826.9 
87.7 
67.5 
47.1 
35.7 
27.8 
15.4 
10.6 
5.0 
1.4 

(•) 

5,784.5 

87.7 

67.5 

47.1 

35.7 

27.8 

15.4 

10.6 

5.0 

1.4 

(•) 

2,800.0 

665.3 

709.3 

487.9 

285.2 

483.5 

212.3 

177.9 

167.4 

67.3 

8.6 

3.4 

2.7 

2,464.8 

502.3 

544.8 

377.6 

215.3 

370.3 

157.9 

132.5 

124.3 

49.9 

6.4 

2.6 

2.0 

335.1 

163.0 

164.6 

110.3 

69.9 

113.1 

54.4 

45.4 

43.1 

17.5 

2.2 

.9 

.7 

2,876.9 

2, 249. 9 

1,  598. 3 

1, 169. 1 

943.9 

508.2 

331.2 

182.9 

67.8 

107.6 

1956        

157.1 

1957 

166.8 

1958 - 

155.3 

1959 

131.0 

1960 

111.1 

1961       

91.2 

1962 

72.1 

1963 

34.9 

1964 

26.8 

1965 

18.1 

1966              

14.7 

1967 

12.0 

Total  through 
June  30  1967 

4,957.7 

1, 125. 1 

6,082.8 

6,070.8 

4,950.7 

1,120.1 

12.0 

1966— July. 

(*) 

(*) 

.1 
.1 
2 
'.2 
.2 
.2 
.2 
.2 
.3 
.3 
.5 
.  2 

.1 

(•) 

(•) 

(•) 
.1 
.1 

(•) 
.1 

.1 
.1 
.1 

14.6 

1 
1 
2 

1 

2 

1 
2 
2 
3 

2 

14.6 

14.3 

111 

13.9 

13.7 

1967 — January 

13.4 

13.3 



13.0 

12.7 

May 

12.2 

12.0 

Series  Q 

1941-55 

23,437.9 

23,437.9 

9, 743.  5 

2, 300.  5 

2,  719.  5 

2, 506.  5 

1,668.6 

2, 055. 9 

843.9 

805.4 

490.0 

196.8 

31.5 

16.0 

10.4 

9. 743. 5 
2, 300.  5 
2,  719.  5 
2, 506.  5 

1. 668. 6 
2,055.9 

843.9 
805.4 
496.6 
196.8 
31.5 
16.0 
10.4 

13,583.3 

11,238.5 

8, 506. 3 

5,992.1 

4,327.4 

2, 297. 2 

1, 469.  0 

670.4 

188.7 

111.1 

1956 

166.4 

1957 

168.0 

1958 

175.7 

1959 

171.8 

1960 

146.2 

1961 

130.5 

1962 

123.  7 

1963 

108.8 

1964 

100.7 

1965 

69.2 

1966 

63.2 

1967 

42.8 

Total  through 
June  30, 1967. 

23,437.9 

23, 437. 9 

23, 395. 1 

23, 395. 1 

42.8 

— 

Footnotes  at  end  of  table. 
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Table  46. — Sales  and  redemptions  of  Series  E'.  hrough  K  savings  bonds  by  series, 
fiscal  years  1941-67  and  monthly  1967  '  ^ — Continued 

[In  millions  of  dollars] 


Sales 

Accrued 
dis- 
count 

Sales 

plus 
accrued 
discount 

Kedemptions 

Amount  out- 
standing 3 

Fiscal  year  or 
montti 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
beaiing 

Matured 

non- 
interest- 
bearing 

Series  G— Continued 

1966— .Tuly        

1.1 
.9 
1.1 

.7 
.7 
.8 

1.0 
.8 

1.0 
.7 
.7 
.8 

1.1 
.9 
1.1 

.7 
.7 
.8 

1.0 
.8 

1.0 
.7 
.7 
.8 

52.1 

51.3 

50.2 

49.4 

48.7 

47.9 

46.9 

46.1 

45.0 

44.4 

May 

43.6 

42.8 

Sen 

es  J 

1952-55       .           

696.8 
183.2 
92.4 

(*) 
(*) 

10.0 
11.9 
15.9 
18.1 
17.8 
18.2 
16.7 
16.8 
16.6 
16.3 
14.9 
12.1 
7.8 

706.8 

195.2 

108.3 

18.1 

17.8 

18.2 

16.7 

16.8 

16.6 

16.3 

14.9 

12.1 

7.8 

33.7 
59.6 

106.5 
98.4 
51.2 

144.2 
39.1 
37.2 
33.2 
46.2 
87.6 

124.4 

136.0 

33.2 

58.4 
102.5 
92.8 
47.3 
129.  2 
34.4 
31.7 
27.4 
37.1 
65.4 
90.8 
98.6 

0.5 

1.3 

3.9 

5.6 

3.9 

15.0 

4.8 

5.5 

5.9 

9.1 

22.2 

33.6 

37.4 

673.1 

808.6 
810.4 
730.2 
696.9 
570.8 
548.4 
527.9 
511.3 
481.4 
403.8 
287.5 
154.1 

1956 

1957                          -  - 

1958                   .     

1959 

1960 

1961       

(*) 

1962 

1963 

1964       

1965 

4.8 

1966 

8.8 

1967         

14.0 

Total  through 
June  30, 
1967 

972.4 

193.1 

1, 165. 6 

997.6 

848.9 

148.6 

154.1 

14.0 

1966— July 

1.0 

.8 
.7 
.7 
.6 
.7 
.7 
.6 
.6 
.5 
.4 
.5 

1.0 
.8 
.7 
.7 
.6 
.7 
.7 
.6 
.6 
.5 
.4 
.5 

12.1 

12.1 
10.8 
10.2 
10.3 
13.6 
15.3 
10.6 
11.3 
9.1 
10.2 
10.3 

8.8 
8.8 
7.9 
7.4 
7.5 
9.8 
11.1 
7.7 
8.2 
6.6 
7.4 
7.5 

3.3 
3.4 
3.0 
2.8 
2.8 
3.8 
4.2 
2.9 
3.1 
2.5 
2.8 
2.8 

276.8 
266.2 
256.6 
247.3 
238.0 
190.1 
188.0 
183.7 
176.8 
170.6 
162.8 
154.1 

8.3 

August 

7.5 

September 

7.1 

October 

6.9 

November...  _ 

6.4 

41.5 

1967 — January 

29.0 

Februaiy 

23.3 

March. 

19.4 

April 

17.0 

May. 

15.2 

14.0 

Footnotes  at  end  of  table. 
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Table  46. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  1941-67  and  monthly  1967  ^  ^ — Continued 

[In  millions  of  dollars] 


Sales 

Accrued 
dis- 
count 

Sales 

plus 

accrued 

discount 

Redemptions 

Amount  out- 
standing » 

Fiscal  year  or 
month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
interest- 
bearing 

Series  K 

1952-55      

2,004.2 
403.1 
176.0 
(•) 
(•) 

2, 004.  2 
403.1 
176.0 
(*) 
(♦) 

67.2 

79.5 

238.2 

257.7 

132.  2 

365.8 

92.7 

89.4 

73.5 

116.0 

229.8 

274.4 

323.2 

57.2 

79.5 

238.2 

257.7 

132.2 

365.8 

92.7 

89.4 

73.5 

116.0 

229.8 

274.4 

323.2 

1,947.0 

2, 270. 6 

2, 208. 5 

1,950.7 

1,818.6 

1, 452. 8 

1,360.1 

1,270.7 

1, 197. 2 

1,081.3 

844.3 

568.2 

242.5 

1956     

1957 

1958 

1959 

1960  

1961 

1962 

1963     ..- 

1964 

1965 

7.2 

1966         

8.8 

1967 

11.4 

Total  through 
June  30, 1967 

2,583.3 

2, 583. 3 

2,329.4 

2,329.4 

242.5 

11  4 

1966— July 

37.4 
27.5 
33.9 
26.4 
23.2 
27.2 
37.1 
23.6 
26.1 
22.0 
20.1 
18.7 

37.4 
27.5 
33.9 
26.4 
23.2 
27.2 
37.1 
23.6 
26.1 
22.0 
20.1 
18.7 

531.2 
504.3 
470.9 
444.8 
422.  0 
349.7 
338.9 
321.  2 
298.4 
278.8 
260.3 
242.5 

8.5 

7.8 

September    ... 

7.4 

7.1 

6.7 

December 

51.7 

1967 — January 

25.4 

19.6 

March 

16.3 

April 

13.9 

12.3 

11.4 

•Less  than  $50,000. 

•  Sales  and  redemption  figures  Include  exchanges  of  minor  amounts  of  matured  Series  E  for  Series  G  and 
K  bonds  from  May  1951  through  April  1957,  and  Series  F  and  J  for  Series  H  bonds  beginning  January  1960; 
they  exclude  exchanges  of  Scries  E  for  Series  H  bonds.  Redemption  figures  for  fiscal  1953-54  and  fiscal  years 
1960-G3  also  include  the  maturing  Series  F  and  G  savings  bonds  exchanged  for  markotalile  Treasury  securi- 
ties during  special  exchange  offerings.  The  amounts  involved  were  $416.6  million  In  1953,  $.7  million  in  1954, 
$746.4  million  In  1960,  $147.3  million  in  1961,  $320.1  million  in  1962,  and  $75.1  million  in  1963. 

'  Sales  of  Series  E,  F,  and  J  bonds  are  included  at  issue  price,  and  their  redemptions  and  amounts  out- 
standing at  current  redemption  value.    Series  G,  11,  and  K  lionds  are  included  at  face  value  throughout. 

5  Matured  F,  O,  J,  and  K  bonds  outstanding  are  Included  In  the  interest-bearing  debt  until  all  bonds  of 
the  annual  series  have  matured,  and  are  then  transferred  to  matured  debt  on  which  interest  has  ceased . 

Note. — Series  E  and  II  are  the  only  savings  bonds  now  being  sold.  Series  A-D,  sold  from  Mar.  1, 1935, 
through  Apr.  30,  1941,  have  all  matured  and  are  no  longer  reflected  in  these  tables.  Series  F  and  O  were 
sold  from  May  1, 1941,  through  Apr.  30, 1952.  Series  J  and  K  were  sold  from  May  1, 1952,  through  Apr.  30, 
1957.  Sales  figures  for  Series  F,  G,  J,  and  K  after  fiscal  1957,  represent  adjustments.  Details  by  months 
for  Series  E,  F,  and  Q  bonds  from  May  1941  will  be  found  on  p.  608  of  the  1943  annual  report,  and  In  corre- 
sponding tables  in  subsequent  reports.  Monthly  detail  for  Series  H.  J,  and  K  bonds  will  be  found  In  the 
1952  annual  report,  pp.  629  and  630,  and  In  corresponding  tables  In  subsequent  reports. 
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Table  48. — Sales  of  Series  E  and  H  savings  bonds  by  States,  fiscal  years  1966,  1967, 

and  cumulative  ^ 

[In  thousands  of  dollars,  at  issue  price.  On  basis  of  reports  received  by  the  Treasury  Department, 
with  totals  adjusted  to  basis  of  daily  Treasury  statement] 


States 


Fiscal  year      Fiscal  year 
1966  1967 


May  1941- 
June  1967 


Alabama 38,045 

Alaska _.. 3,364 

Arizona - 20,625 

Arkansas.. 17,219 

California 289,209 

Colorado 28,316 

Connecticut. 73,251 

Delaware 20,334 

District  of  Columbia _ 41,112 

Florida... 77,972 

Georgia 46,599 

Hawaii 12,196 

Idaho _ 6,113 

Illinois - 324,444 

Indiana 123,483 

Iowa 107,603 

Kansas 52,774 

Kentucky _._ 46,113 

Louisiana _ 37,563 

Maine.... 13,087 

Maryland..-- 72,372 

Massachusetts 117,498 

Michigan .- 300,249 

Mimiesota 60,686 

Mississippi 13,525 

Missouri. 132,280 

Montana _ 15,122 

Nebraska. 64,956 

Nevada 6,544 

New  Hampshire 8,527 

New  Jersey. 184,412 

New  Mexico 11,648 

New  York 488,656 

North  Carolina 44,297 

North  Dakota 13,748 

Ohio... 284,792 

Oklahoma 46,526 

Oregon 27,174 

Pennsylvania... 403,540 

Rhode  Island 14,974 

South  Carolina 22,308 

South  Dakota 19,079 

Tennessee 39,578 

Texas 121,970 

Utah 18,476 

Vermont 4,432 

Virginia 71,097 

Washington 62,810 

West  Virginia... 41,256 

Wisconsin 86,126 

Wyoming 5,485 

Canal  Zone 3,546 

Puerto  Rico 3,044 

Virgin  Islands 331 

Undistributed  and  adjustment  to  daily  Treasury  Statement. . .  +469, 592 

Total 4,650,078 


39,  771 

1, 273, 890 

3,721 

2  65,441 

22,  669 

503,  530 

17, 982 

738, 173 

309,  851 

9,  081, 120 

29, 909 

994, 462 

78,  570 

2,  087,  687 

19,  773 

384, 814 

44, 492 

1, 380,  206 

83,472 

1,  808, 126 

50,  042 

1,431,426 

12, 907 

483, 944 

6,741 

307,  739 

331, 270 

10,  665,  248 

129, 796 

3,  750, 374 

96,  527 

3,  612, 612 

52, 270 

2, 107,  952 

48,  576 

1, 465, 338 

37, 827 

1,250,385 

14, 212 

490,  611 

82, 299 

1,  735, 449 

125, 463 

3,  705, 461 

297, 164 

7, 487, 119 

59, 991 

2, 423,  340 

13,  666 

700,  611 

141,  566 

3,  776,  280 

14,904 

630,  530 

69, 448 

2, 125, 199 

6,795 

164, 198 

9,119 

304,  437 

193,  763 

5,  050, 239 

13,  595 

327, 400 

513, 830 

14,921,587 

47,030 

1, 463, 030 

13,  681 

631,247 

308, 180 

8,359,977 

48,  605 

1,612,969 

27,  619 

1, 211, 483 

422, 728 

11, 204,  753 

16,813 

567,  817 

24,  600 

745,  687 

18,  594 

772,  798 

43,  758 

1, 342, 212 

129, 869 

4,  563, 131 

20,457 

522, 817 

5,029 

164,  611 

77, 729 

2, 188, 078 

50,  651 

2, 086, 913 

46,864 

1, 346,  027 

89,  295 

2, 937, 189 

5,323 

244, 882 

3,489 

83,059 

3,577 

76, 191 

367 

4,472 

+589, 116 

8+5,413,442 

4,965,355 

134,  777, 713 

•  Figures  include  exchanges  of  minor  amounts  of  Series  F  and  J  bonds  exchanged  into  Series  H  bonds 
from  January  1960  through  October  1964  and  Series  J  for  H  thereafter;  however,  they  exclude  Series  E 
bonds  exchanged  for  Series  H,  which  are  reported  in  table  46. 

■  Excludes  data  for  period  April  1947  through  December  1956,  when  reports  were  not  available.  In  the  an- 
nual reports  for  1952-58  data  for  period  May  1941  through  March  1947  were  included  with  "Other  Posses- 
sions." 

'  Includes  a  small  amount  for  other  possessions. 

NOTK. — Sales  by  States  of  the  various  series  of  savings  bonds  were  published  in  the  annual  report  of 
1943,  pp.  614-621,  and  in  the  subsequent  reports;  and  by  months  at  intervals  in  the  "Treasury  Bulletin" 
beginning  with  the  issue  of  July  1946.  Since  Apr.  30,  1953,  figures  for  sales  of  Series  E  and  H  bonds  only 
have  been  available  by  States. 
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IV. — Interest 

Table  49. — Amount  of  interest-bearing  public  debt  outstanding,  the  computed  annual 
interest  charge,  and  the  computed  rate  of  interest,  June  SO,  1939-67,  and  at  the  end 
of  each  month  during  1967 

[Oa  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


End  of  fiscal  year  or  month 


Interest-bearing 
debti 


Computed  Computed 

annual  interest  rate  of 

charge  ^  interest  ^ 


1939 - $39,885, 

1940— 42,376, 

1941. 48,387, 

1942 71,968, 

1943... 135,380, 

1944.. 199,543, 

1945... 256,356, 

1946.... 268,110, 

1947.... 255,113, 

1948... 250,063, 

1949_ 250,761, 

1950 255,209. 

1951 252,851. 

1952.... 256,862, 

1953 263,946. 

1954-. 268.909. 

1955 271,741. 

1956... 269.883. 

1957... 268,485, 

1958 274.697, 

1959... 281,833, 

1960... 283,241, 

1961 285,671, 

1962. 294,442, 

1963 301,953, 

1964.. 307,356, 

1965. 313,112, 

1966 315,431, 

1967... 322,285, 

1966— July 314,879, 

August 319,696. 

September 320,013, 

October 322,300, 

November. 324,858, 

December... 325,021, 

1967— January... 324,940, 

February 325,690, 

March.. 327,010, 

April... 323,875. 

May 326.993, 

June. 322,285, 


PerceiU 

969,732.00 

$1,036,937,397.00 

2.600 

495,928.00 

1,094,619,914.00 

2.583 

399,539.00 

1,218.238.845.00 

2.518 

418, 098. 00 

1,644,476,360.00 

2.285 

305,795.00 

2,  678,  779, 036. 00 

1.979 

355. 301. 00 

3, 849, 254,  656. 00 

1.929 

615, 818. 00 

4, 963, 730, 414. 00 

1.936 

872, 218.  00 

5,350,772,231.00 

1.996 

412, 039. 00 

5,374,409,074.00 

2.107 

348. 379. 00 

5,455.475,791.00 

2.182 

636. 723. 00 

5,605,929.714.00 

2.236 

353.  372. 00 

5, 612. 676, 516. 00 

2.200 

765. 497. 00 

5, 739,  615, 990. 00 

2  270 

861,128.00 

5.981.357,116.00 

2.329 

017.740.00 

6.430.991.316.00 

2.438 

766. 654. 00 

6.  298. 069. 299.  00 

2.342 

267.  507. 00 

6. 387. 225,  600. 00 

2.351 

.068,041.00 

6.  949, 699, 625. 00 

2.576 

562. 677. 00 

7,325,146,596.00 

2.730 

560, 009. 00 

7,245,154,946.00 

2.638 

362,429.00 

8.065.917,424.00 

2.867 

182, 755. 00 

9,316,066,872.00 

3.297 

608, 619. 00 

8.761,495,974.00 

3.072 

000,790.00 

9, 518,  857, 333. 00 

3.239 

730,701.00 

10,119,294,547.00 

3.360 

561,53.5.00 

10, 900.  360. 741. 00 

3.560 

816,994.00 

11.466,618.472.00 

3.678 

0,54,919.00 

12,516.397.677.00 

3.988 

952,387.89 

12,952,924.175.84 

4.039 

848, 406. 57 

12, 519. 530, 287. 26 

3.996 

710.468.97 

12.972.679,187.71 

4.080 

965. 558. 55 

13.127,308,103.08 

4.125 

980,965.11 

13, 371, 702, 653. 42 

4.174 

074, 037. 02 

13,628.809.321.56 

4.222 

370,833.61 

13.646,283,487.87 

4.225 

932, 540. 47 

13, 595, 642, 497. 50 

4.211 

959, 974. 54 

13,624,140,378.10 

4.210 

258,175.29 

13,530,908,359.71 

4.163 

640, 864. 78 

13,248,783,431.21 

4.114 

902, 715. 60 

13, 271, 182, 500. 59 

4.081 

952,387.89 

12,952,924,175.84 

4.039 

'  Includes  discount  on  Treasury  bills;  the  current  redemption  value  of  savings  bonds  of  Series  C-F  and 
J;  and  beginning  August  1941,  the  face  amount  of  Treasury  tax  and  savings  notes.  The  face  value  of  ma- 
tured savings  bonds  and  notes  outstanding  is  included  until  all  of  the  annual  series  have  matured,  when 
they  are  transferred  to  matured  debt  on  which  interest  has  ceased. 

2  Comparable  annual  data  1916-38  are  contained  in  1962  annual  report,  p.  735.  Current  monthly  figures 
are  pubUshed  in  the  Treasury  Bulletin.  Comparable  monthly  data  1929-36  appear  in  1936  annual  report, 
p.  442,  and  from  1937  in  later  reports.  Annual  interest  charge  monthly  1916-29  appears  in  1929  annual  report, 
p.  509. 

Note. — The  computed  annual  Interest  charge  represents  the  amount  of  interest  that  would  be  paid  if 
each  interest-bearing  issue  outstanding  at  the  end  of  the  month  or  year  should  remain  outstanding  for  a  year 
at  the  appUcable  annual  rate  of  interest.  The  charge  is  computed  for  each  issue  by  applying  the  appro- 
priate annual  interest  rate  to  the  amount  outstanding  on  that  date. 

Beginning  Dec.  31,  1958,  the  computed  average  rate  is  based  upon  the  rate  of  effective  yield  for  issues 
sold  at  premiums  or  discounts.  Before  that  date  the  computed  average  rate  was  based  upon  the  coupon 
rates  of  the  securities.  That  rate  did  not  materially  dilTer  from  the  rate  on  the  basis  of  effective  yield.  The 
"effective  yield"  method  of  computing  the  average  interest  rate  on  the  pubhc  debt  more  accurately  reflects 
the  interest  cost  to  tlie  Treasury,  and  is  beheved  to  be  in  accord  witli  the  intent  of  Congress  where  legisla- 
tion has  required  the  use  of  the  rate  of  effective  yield  for  various  purposes. 
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Table  51. — Interest  on  the  public  debt  by  classes,  fiscal  years  1963-67 
(In  millions  of  dollars,  on  an  accrual  basis.    On  basis  of  Public  Debt  accounts,  see  "Bases  of  Tables"] 


Class  of  securities 


1963 


1964 


1965 


1966 


1967 


Public  issues: 
Marketable: 

Treasury  bills  ' 

Certificates  of  indebtedness. 

Treasury  notes 

Treasury  bonds... 


Total  marketable  issues. 


Nonmarketable: 

Depositary  bonds 

Foreign  currency  series: 

Certificates  of  indebtedness 

Treasury  notes 

Treasury  bonds 

Foreign  series: 

Certificates  of  indebtedness 

Treasury  notes.. 

Treasury  bonds 

Treasury  bonds,  investment  series. 

Treasury  bonds,  REA  series 

U.S.  savings  bonds: 

Series  E,  F,  and  J  ' 

Series  G,  H,  and  K 

U.S.  retirement  plan  bonds  > 

Treasury  certificates 

Treasury  bonds 

Other' 


Total  nonmarketable  issues. 
Total  public  issues 


Special  issues: 

Certificates  of  indebtedness. 

Treasury  notes 

Treasury  bonds 


Total  special  issues 

Total  interest  on  public  debt- 
Other  s... 


Total  interest  and  charges. 


1, 392. 4 

682.4 

2, 127. 4 

2, 554. 1 


1,  763. 9 

343.3 

2, 302. 9 

2, 944. 3 


2,099.0 


2, 194. 4 
3,  508. 7 


2. 469.  8 

35.7 

2, 015. 9 

3, 783. 3 


6,  756. 3 


7, 354. 4 


7, 802.  2 


8, 304.  7 


1.9 
.4 


6.9 


8.2 


23. 


118. 


1,404. 
298. 


100. 


1, 466. 
313. 


(*) 


(•) 


40.3 

9.0 

6.0 

6.7 

92.2 

.5 

1, 515. 8 

324.9 

.3 

1.5 

.6 


39.6 

22.4 

10.5 

7.8 

81.5 

.5 

1, 553. 0 

323.9 

.5 

3.4 

.3 


1,848.0 


1, 924.  5 


2,  000. 0 


2, 051. 1 


8,  604. 3 


9, 278. 9 


9, 802. 1 


10, 355. 8 


248.9 
167.6 
874.5 


264.5 

95.6 

1,025.6 


312.3 

68.1 
1, 162. 2 


367.3 

62.1 

1, 225. 7 


1, 291. 0 


1, 385.  7 


1,  542. 6 


1,655.2 


9, 895. 3 


10, 664. 6 


11, 344. 7 


12,  Oil.  0 


1.3 


1. 


2.9 


9, 895. 3 


10,665.9 


11, 346. 6 


12, 013. 9 


3, 105.  3 

293.1 

2, 199. 3 

3, 656. 6 


9, 254. 3 


.9 

24.7 

10.0 

7.6 

9.2 
6.5 
10.9 

72.8 
.5 

641.4 

322.7 

.7 

2.4 

♦) 


2, 110. 3 


11, 364. 6 


551.8 

338.5 

1, 133. 8 


2, 024. 1 


13, 388. 7 


2.3 


13, 391. 0 


•Less  than  $50,000. 

'  Amounts  represent  discount  treated  as  interest. 

2  Includes  Armed  Forces  leave  bonds  and  adjusted  service  bonds. 

3  Charges  for  gold  and  foreign  currency  purchases  authorized  by  act  of  June  19, 1962  (22  U.S.C.  286e-2(c)) 
and  act  of  Oct.  23,  1962  (76  Stat.  1168). 


277-468—68- 


-43 
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VI. — Ownership  of  governmental  securities 

Table   54. — Estimated  ownership   of  interest-bearing  governmental  securities  out- 
standing June  30,  1957-67,  by  type  of  issuer 
[Par  value.'    In  billions  of  dollars] 


Held  by  banks 

Held 

Held  by  private  nonbank  investors 

Total 

by  U.S. 
Gov- 

amouni 

ern- 

State, 

June 

out- 

Com- 

ment 

Insur- 

Mutual 

local, 

Miscel- 

30 

stand- 

mer- 

Federal 

invest- 

Indi- 

ance 

sav- 

Corpo- 

and 

laneous 

ing 

Total 

cial 

Reserve 

ment 

Total 

vid- 

com- 

mgs 

rations  ' 

Terri- 

inves- 

banks 

banks 

ac- 
counts 

uals' 

panies 

banks 

torial 
govern- 
ments < 

tors  ' 

I.  Securities 

of  U.S.  Government  and  Federal  instrumentalities  guaranteed  by  United  States ' 

1957.. 

268.6 

79.2 

56.2 

23.0 

55.6 

133.8 

65.3 

12.7 

7.9 

16.1 

16.8 

14.9 

1958.. 

274.8 

90.7 

65.3 

25.4 

55.9 

128.2 

63.4 

12.2 

7.4 

14.1 

16.3 

14.7 

1959.  . 

281.9 

87.6 

61.5 

26.0 

54.6 

139.7 

65.4 

12.6 

7.3 

19.8 

16.9 

17.7 

1960.  . 

283.4 

81.8 

55.3 

26.5 

55.3 

146.2 

68.8 

12.0 

6.6 

19.5 

18.8 

20.4 

1961.. 

285.9 

89.8 

62.5 

27.3 

56.1 

140.0 

63.9 

11.4 

6.3 

18.5 

19.3 

20.6 

1962. . 

294.9 

94.8 

65.2 

29.7 

56.5 

143.6 

64.8 

11.4 

6.3 

18.2 

20.1 

22.9 

1963.. 

302.6 

96.4 

64.4 

32.0 

58.4 

147.8 

65.3 

11.0 

6.1 

18.7 

21.5 

25.2 

1964.. 

308.2 

95.0 

60.2 

34.8 

61.1 

152.0 

'68.1 

10.9 

6.0 

'  18.9 

22.5 

25.7 

1965... 

313.7 

97.4 

58.3 

39.1 

63.4 

153.0 

'70.3 

10.6 

5.8 

'15.3 

24.1 

'27.1 

1966. . 

315.9 

'97.0 

'54.8 

42.  2 

66.7 

-•152.2 

'72.5 

9.7 

5.1 

'  14.2 

24.5 

'26.1 

1967— 

322.8 

102.3 

55.5 

46.7 

75.8 

144.8 

70.3 

8.7 

4.2 

11.1 

25.0 

25.5 

II.  Securities  of  Federal  instrumentalities  not  guaranteed  by  United  States ' 

1957. . 

5.0 

1.7 

1.7 

(*) 

3.3 

1.3 

.1 

.3 

.7 

.3 

.6 

1958.  . 

5.4 

2.2 

2.2 

(*) 

3.2 

.9 

.2 

.3 

.7 

.3 

.8 

1959. . 

6.7 

1.9 

1.9 

(•) 

4.8 

1.9 

.2 

.4 

1.0 

.4 

.9 

1960.  . 

8.4 

1.6 

1.6 

(*) 

6.8 

2.7 

.3 

.5 

1.7 

.6 

1.0 

1961.. 

7.8 

1.8 

1.8 

(*) 

6.0 

1.9 

.3 

.5 

1.5 

.7 

1.1 

1962.. 

9.3 

2.3 

2.3 

(*) 

7.0 

2.5 

.4 

.6 

1.5 

.8 

1.2 

1963.. 

10.2 

2.9 

2.9 

.1 

7.3 

2.6 

.4 

.6 

1.6 

.9 

1.1 

1964.. 

11.9 

3.1 

3.1 

(*) 

8.8 

3.6 

.5 

.7 

1.7 

1.0 

1.3 

1965... 

13.5 

3.5 

3.5 

(*) 

10.0 

4.0 

.6 

.8 

1.3 

1.7 

1.6 

1966- . 

17.7 

M.8 

'■4.8 

.1 

f  12. 8 

'5.4 

.  7 

.8 

1.7 

2.2 

2.0 

1%7— 

18.0 

5.0 

5.0 

(*) 

1.7 

11.3 

4.7 

.9 

1.0 

.7 

2.1 

1.9 

III. 

Securities  of  State  and  local  governments,  Territories,  and  possessions  * 

1957. . 

52.1 

13.4 

13.4 

.2 

38.4 

22.0 

7.4 

.7 

1.5 

5.8 

1.0 

1958.. 

56.8 

15.8 

15.8 

.3 

40.7 

22.8 

8.2 

.7 

1.5 

6.4 

1.1 

1959.  . 

62.0 

17.0 

17.0 

.3 

44.6 

24.6 

9.5 

.7 

1.7 

6.8 

1.3 

I960.. 

66.4 

16.8 

16.8 

.3 

49.2 

27.2 

11.1 

.7 

1.7 

7.1 

1.5 

1961.. 

71.7 

18.8 

18.8 

.4 

52.5 

28.3 

12.6 

.7 

1.9 

7.4 

1.6 

1962.. 

80.1 

23.2 

23.2 

.5 

56.4 

30.7 

13.7 

.6 

2.4 

7.2 

1.8 

1963.. 

85.9 

27.9 

27.9 

.6 

57.5 

31.7 

14.5 

.5 

2.6 

6.4 

1.8 

1964.. 

91.3 

31.5 

31.5 

.6 

59.2 

33.7 

15.0 

.4 

2.7 

5.6 

1.8 

1965... 

99.2 

36.6 

36.6 

.8 

61.8 

36.0 

15.2 

.4 

3.3 

5.0 

1.9 

1966.. 

104.8 

40.3 

40.3 

.9 

63.6 

38.2 

14.4 

.3 

4.1 

4.6 

2.0 

1967..- 

113.3 

45.6 

45.6 

1.0 

66.7 

39.8 

15.5 

.3 

4.8 

4.2 

2.1 

*Less  than  $50  million. 

'  Revised. 

'  Except  data  including  U.S.  savings  bonds  of  Series  A-F  and  J,  which  are  on  the  basis  of  current  redemp- 
tion value. 

2  Includes  partnerships  and  personal  trust  accounts. 

'  Exclusive  of  banks  and  insurance  companies. 

*  Comprises  trust,  sinking,  and  investment  funds  of  State  and  local  governments,  Territories,  and  pos- 
sessions. 

'  Includes  savings  and  loan  associations,  nonprofit  associations,  corporate  pension  trust  funds,  dealers  and 
brokers,  and  investments  of  foreign  balances  and  international  accounts  in  this  country. 

'  On  daily  Treasury  statement  basis.  Since  noninterest-bearing  debt  is  excluded  the  figures  differ  slightly 
from  those  in  discussion  of  debt  ownership.  Special  issues  to  Federal  agencies  and  trust  funds  are  included 
and  guaranteed  securities  held  by  the  Treasury  are  excluded. 

'  Excludes  stocks  and  Interagency  loans.    Series  includes  Federal  land  bank  securities. 

'  Excludes  obligations  of  Puerto  Rico. 

Note.— For  data  from  1937-51,  see  the  1952  annual  report,  pp.  764  and  765;  and  for  1952-56,  the  1962  annual 
report,  page  745.  The  1963  and  earlier  reports  exclude  Federal  land  banks  for  the  years  1947-^3  in  the 
series  for  Federal  Instrumentalities  not  guaranteed  by  the  United  States. 
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Table  55. — Summary  of  Treasury  survey  of  ownership  of  interest- 

[Par  value.  In 


Total  amount 
outstanding 

Held  by  investors  covered  in  Treasury  survey ' 

Commercial 
banks  -'  3 

Mutual 
savings 
banks  2 

Insurance 

companies 

Classification 

Life 

Fire,  casu- 
alty, and 
marine 

June  30 

June  30 

June  30 

June  30 

June  30 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

Number  of  institutions  or  funds. 

5,930 

5,886 

505 

503 

295 

295 

473 

469 

Type  OF  Security 

Public  marketable: 
Treasury  bills    .                

54,929 

1,652 

50,649 

101,897 

58,535 

5,610 

49, 108 

97,418 

6,084 

914 

10,317 

27,805 

5,844 

455 

12, 171 

27,055 

355 

79 

547 

3,923 

241 
21 
701 

3,084 

36 

1 

42 

4,032 

57 

"""62" 
3,772 

191 

8 

536 

3,383 

132 

4 

493 

2,886 

Certificates  of  indebtedness 

Treasury  notes 

Treasury  bonds 

Total  public  marketable. .- 

209, 127 

210,672 

45, 120 

45,525 

4,904 

4,046 

4,111 

3,891 

4,118 

3,516 

Public  nonmarketable: 
U.S.  savings  bonds '... 

50, 537 

2,692 

44 

1,911 

51,213 

2,589 

45 

1,611 

(*) 

39 
'44 

(*) 

35 
'45 

2 

68 

(*) 
39 

2 
65 

(•) 
50 

7 
42 

2 
37 

Investment  series  bonds 

Depositary  bonds 

Another* 

Total  public  normiarket- 
able 

55,183 
51, 120 

460 

55,459 
56, 155 

512 

83 

80 

70 

39 

67 

50 

48 

39 

Special  issues. 

Guaranteed  secm-ities  held 
outside  the  Treasury 

38 

60 

89 

82 

81 

85 

11 

14 

Grand  total 

315, 892 

322, 798 

45,241 

45,665 

5,063 

4,167 

4,260 

4,026 

4,177 

3,568 

Maturity  Classes' 

Public  marketable: 
Within  1  year 

89, 136 
60, 933 
33, 596 
4,518 
3,922 
17, 023 

89, 648 
71, 424 
24, 378 
4,514 
3,912 
16,  797 

13, 360 

19,633 

11,259 

180 

211 

477 

11, 247 

24, 919 

8,402 

230 

218 

509 

707 

1,361 

1,471 

190 

115 

1,061 

438 
1,536 
837 
178 
105 
952 

55 
373 
501 
565 
342 
2,276 

71 
385 
331 
507 
318 
2,219 

516 
1,607 
1,309 

104 
83 

439 

334 

1,596 

971 

106 

87 
422 

1  to  5  years 

5  to  10  years 

10  to  15  years 

16  to  20  years 

20  years  and  over 

Total  public  marketable... 

209, 127 

210,672 

45, 120 

45, 525 

4,904 

4,046 

4,111 

3,891 

4,118 

3,516 

*  Less  than  $500,000. 

*  Banks  and  insurance  companies  covered  in  the  Treasury  survey  of  ownership  of  securities  issued  or 
guaranteed  by  the  U.S.  Government,  account  for  approximately  90  percent  of  the  amount  of  such  securities 
owned  by  all  banks  and  insurance  companies  in  the  United  States.  The  savings  and  loan  associations  and 
corporations  account  for  about  half  of  the  Federal  securities  held  by  these  investor  classes.  State  and  local 
government  funds  account  for  about  60  percent.  Details  as  to  the  ownership  of  each  security  are  available 
in  the  "Treasury  Bulletin"  montlily  for  the  above  investors  and  semiannually  for  commercial  banks  classi- 
fied by  membership  in  the  Federal  Reserve  System. 

2  Securities  held  in  trust  departments  are  excluded. 

3  Includes  trust  companies  and  stock  savings  banks. 

*  Included  with  all  other  investors  arc  those  banks,  insurance  companies,  savings  and  loan  associations, 
corporations,  and  State  and  local  government  funds  not  reporting  in  the  Treasury  survey. 
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hearing  -public  debt  and  guaranteed  securities,  June  SO,  1966  and  1967 
millions  of  dollars] 


Held  by  investors  covered  in  Treasury  survey  '—Continued 

Savings  and 
loan  associ- 
ations 

Corpora- 
tions 

State  and  local  governments 

U.S.  Govern- 
ment invest- 
ment accounts 
and  Federal 
Reserve  banlss 

Held  by  all 
other  investors  ^ 

Memoran- 
dum: Held 
by  corporate 
pension  trust 
funds' 

General  funds 

Pension  and 

retirement 

funds 

June  30 

June  30 

June  30 

June  30 

June  30 

June  30 

June  30 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

1966 

1967 

488 

488 

469 

469 

316 

316 

191 

311 

'"36" 
5,457 

190 

304 

(*) 

60 

5,077 

20, 050 

22,570 

327 
21 

300 
2,968 

456 
28 
606 

2,874 

2,834 

94 

1,729 

1,669 

1,900 

26 

1,106 

990 

5,288 

71 

1,256 

4,257 

4,397 

118 

1,047 

3,833 

11,040 

15 

26,902 

17,605 

17,866 
4,434 
24,010 

17, 858 

28,463 

449 

8,991 

30, 796 

27,339 
525 

8,853 
29,988 

530 

7 

176 

1,157 

408 

9 

215 

1,054 

3,616 

3,964 

6,327 

4,022 

10,873 

9,394 

5,798 

11 

107 

5,441 

65,561 

64,168 

68,699 

66, 706 

1,869 

1,687 

11 
26 

3 

20 

1 

1 

1 
1 

19 

77 

6 
71 

4 

77 

6 
2,098 

4 

2,094 

50, 478 
168 

51, 194 

166 

137 
12 

144 
12 

1,911 

1,611 

38 

23 

2 

1 

96 

76 

118 

80 

2,104 
51, 120 

94 

2,098 
66, 155 

78 

52, 656 

52, 972 

149 

156 

48 

40 

(*) 

(*) 

41 

79 

57 

73 

10 

23 

3,701 

4,026 

6,329 

4,024 

10, 969 

9,471 

6,958 

5,600 

108,  880 

122, 499 

121,312 

119,  760 

2,028 

1,866 

531 

1,023 

1,345 

91 

164 

461 

699 
1,545 
972 
102 
167 
479 

4,619 

1,411 

200 

1 

25 

70 

2,636 

1,194 

141 

1 

4 

45 

6,277 

1,702 

1,223 

333 

469 

868 

5,274 
1,917 
835 
257 
400 
711 

322 
300 
558 
478 
676 
3,464 

349 
345 
405 
402 
635 
3,306 

28,  410 
16,  779 
4,447 
1,433 
789 
3,703 

36, 437 

18,  058 

3,532 

1,465 

821 

3,854 

34, 341 
16,  743 
11,223 
1,142 
1,045 
4,204 

32, 164 
19,  928 
7,951 
1,204 
1,159 
4,300 

662 
506 
404 
66 
49 
182 

648 
551 
310 
61 
38 
179 

3,616 

3,964 

6,327 

4,022    10,873 

9,394 

5,798 

5,441 

55,  561 

64,168 

68,  699 

66,  706 

1,869 

1,687 

5  Consists  of  corporate  pension  trust  funds  and  profit-sharing  plans  which  involve  retirement  benefits. 
Quarterly  data  are  presented  in  the  "Treasury  Bulletin"  as  supplemental  information  in  a  memorandum 
column  accompanying  the  Survey  of  Ownership  for  each  reporting  date,  beginning  with  Dec.  31,  1953. 
The  corresponding  information  from  earlier  reports,  beginning  with  Dec.  31,  1949,  is  summarized  in  the 
March  1954,  "Treasury  Bulletin,"  p.  30. 

6  U.S.  savings  bonds.  Series  E  and  J  are  reported  at  maturity  value  by  the  investors  covered  in  the  Treas- 
ury survey  and  have  been  adjusted  to  current  redemption  value  for  this  table. 

7  Includes  depositary  bonds  held  by  commercial  banks  not  included  in  tlie  survey:  $19  million  in  1966 
and  $21  million  in  1967. 

8  For  details  see  table  33. 

»  All  issues  classified  to  final  maturity.  Table  32  shows  the  maturity  distribution  of  marketable,  interest- 
bearing  public  debt  by  call  classes  and  by  maturity  classes  from  1946-67. 
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Account  of  the  Treasurer  of  the  United  States 

Table  56. — Assets  and  liabilities  in  the  account  of  the  Treasurer  of  the  United  States, 

June  30,  1966  and  1967 

[On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 

June  30,  1%()  June  30,  19G7  Increase,  or 

decrease  (— ) 


(tOLD 

Assets:  Gold $13,433,471,708.37    $13,109,683,754.06        -$323,787,954.31 


Liabilities: 

Ooldcertiflcates,  Series  of  1934,  outstanding.  1,277,800.00  1,277,800.00 
Gold  certificate  fund— Board  of  Governors, 

Federal  Reserve  System    11,221,250.114.73  10.772,649,947.39          -448,600.167.34 

International  .Monetary  Fund  gold  deposit.  182, 864, 977.  36  232, 965, 184. 14               50, 100,  206.  78 

Redemption  fund— Federal  Reserve  notes.  1.  770,  259,  460.  26  1, 834,  763, 325.  26              64, 503, 865. 00 

Reserve  against  U.S.  notes  outstanding 156, 039,  430.  93  156, 039, 430.  93 

Gold  balance 101,779.925.09  111,988,066.34              10,208.141.2.5 


Total 13,433,471,708.37      13,109,683.754.06  -323,787,954.31 

Silver 
Assets: 

Silver  bullion  at  monetary  value  I _  887,944,956.11  569,203,322.78  -318,741.633.33 

Silver  dollars 2,978,237.00  2,982,447.00  4,210.00 


Total '•890,923.193.11  572,185,769.78  -318,737,423.33 


Liabilities: 
Silver  certificates  (issued  after  June  30, 1929) 

outstanding 602,064,220.00         2  397,  .567, 014. 00  -204,497,206.00 

Silver  balance '•288,858,973.11  174,618,755.78         -114, '240, 217. 33 


Total '890,923,193.11  572,185,769.78  -318,737,423.33 

General  Account 
Assets: 
In  Treasui-y  offices: 

Gold  balance  (<K  above) 101,779,92,5.09  111.988.066.34  10,208,141.25 

Coinage  metal: 

Silver  balance  (as  above) '•288,858,973.11  174,618,755.78  -114.240.217.33 

Other r  161,4'iO,064.  15  166,406,296.99  4. 956, '232. 84 

Subsidiary  coin 156,111,936.77  669,445,232.97  513,333,296.20 

Minorcoin 1'2, 763, 005.  67  11,827,635.29  -935,370.38 

Paper  currency 156,230,920.00  136,636,917.00  -19,594,003.00 

Unclassified  collections,  uncollected  items, 
exchanges,  etc.  (net) 92,716,527.43  62,044,407.48  -30,672,119.95 


Subtotal 969,911,352.22        1,332,967,311.85  363,055,959.63 


Deposits  in: 

Federal  Reserve  banks: 

Available  funds 765,863,368.23        1,311,488,166.94             545,624,798.71 

In  process  of  collection 370,179,812.16           576,765,177.87             206,585,365.71 

Special   depositaries,   Treasury   tax   and 

loan  accounts 10,049,614,545.64       4,  271 ,  576, 373.  .39      -5,778,038,172.25 

National  and  other  bank  depositaries 209,108,866.36           250,076,037.77              40,967,171.41 

Foreign  depositaries 42,699,264.90             16,121,457,05           -26,577,807.85 


Subtotal _.      11,437,465,857.29        6,426,027,213.02      -5,011,4.38,644.27 


Total  assets,  Treasurer's  account 12,407,377,209.51        7,758,994,524.87      -4, 648, 382, 684.  e^i 


General  account  balance 12,407,377,209.51        7,758,994,524.87      -4,648,382,684.64 


»■  Rovi.sed. 

>  The  Atomic  Energy  Commission  held  64,751,316.1  ounces  on  June  30,  1966  and  1967. 

2  Reduced  by  $150,000,000.  Under  Public  I/aw  90-29,  approved  June  24,  1967,  the  Secretary  of  the  Treasury 
determined  that  silver  certificates  of  this  amount  had  been  destroyed,  or  irretrievably  lost,  or  were  held 
in  collections,  and  would  never  bo  presented  for  redemption. 
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Table  61. — Location  of  gold  and  silver  bullion,  coin,  and  coinage  metal  held  by  the 

Treasury,  June  SO,  1967 

[In  thousands  of  dollars.  For  basis  of  data,  see  headnote  to  table  58] 

Location  Gold  i  Silver         Silver     Fractional   Coinage 

bullion  2      dollars         coin  ^        metal  2 

U.S.  mints: 

Denver 2,322,718 

PhUadelphia 1,  713 

U.S.  assay  offices: 

New  York  < 1,  260, 129 

San  Francisco 343,595 

Bullion  depository,  Fort  Knox 8,484,049 

Treasurer  of  United  States,  Washington,  D.C 11 

Custody  accounts: 

Federal  Reserve  Bank  of  New  York «  697,568 

Other  banks,  etc.,  various  locations 13 

Total .._ 13,109,794       0569,579  2,982  678,455        167,189 

>  Includes  $232,965,184  deposited  with  the  United  States  by  the  International  Monetary  Fund. 

2  Amounts  in  transit  between  Bureau  of  the  Mint  institutions  are  included  in  the  balance  of  the  shipping 
institution. 

3  Includes  coin  in  transit  to  Federal  Reserve  banks. 

<  Includes  bullion  depository  at  West  Point,  New  York. 

'  Physically  located  as  follows:  At  Bank  of  Canada,  Ottawa,  $322,937,623;  at  Bank  of  England,  London, 
$20,546,602;  at  New  York  Assay  Office,  $34,714,178;  and  in  Federal  Reserve  Bank's  own  vaults,  $319,369,268. 

«  Consists  of  $569,203,323  at  the  monetary  value  of  $1.29+  per  ounce,  $50,546  at  the  average  cost  value  of 
$1.29  per  ounce,  and  $324,725  derived  from  uncurrent  silver  coin  at  $1.38+  per  ounce. 


12,379 
915 

29 
32 

61, 281 
30 

40,712 
99, 014 

274, 170  . 

"2,922 

562,738  . 
10, 792 
26, 400  . 
15, 661 

198,396  . 

27, 464 

""837719  " 

1^554  '. 
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Table  62. — Paper  currency  issued  and  redeeyned  during  the  fiscal  year  1967  and 
outstanding  June  SO,  1967,  by  classes  and  denominations 

[For  basis  of  data  see  headnote  to  table  58] 


Issued 
during  1967 


Redeemed 
during  1967 


Outstanding  June  30,  1967  > » 


In 
Treasury 


In  Federal 

Eeserve 

banks 


In 
circulation 


Class 

Gold  certificates— Series 
of  1934 

U.S.  notes. 

Federal  Reserve  notes — 
issued  on  and  after 

July  1,  1929 

Currencies  no  longer 
issued: 
Federal  Reserve 
notes — issued  be- 
fore July  1,  1929 

Federal  Reserve 

bank  notes 

National  bank  notes. 
Gold  certificates — 
issued  before  Series 

of  1934. _ _ 

Silver  certificates 

Treasury  notes  of 
1890... 


$72,  234, 572         $72,  234, 572 
11,827,055,000    11,090,382,335 


103, 490 


$10, 336, 035 
106,  480,  621 


8,990 


3, 684, 883 
427, 877 


132,300 
3  20i  500, 313 


2,725 
9,161 


145, 970 
650,406 


$1, 277, 800 
12,025,249 


2,  290, 550, 377 


159, 705 
14,  920 


2,  399, 494 


$300, 177, 732 
39,  289,  254, 893 

1, 080,  608 

61,056,821 
20, 905, 827 


3, 973, 049 
394,  656, 182 


10, 534 


Total.   ...     11,899,289,572    11,371,465,770  117,633,908      2,306,427,545      40,071,115,646 

Denomination 


$1. 

$2 

$5 

$10 

$20 

$50 

$100 

$500... 

$1,000 

.$5,000 

$10,000 _. 

$100,000 

Fractional  parts . . 


1,104,880,000 

12,  472 

1,  603, 482, 100 

3, 397,  640, 000 

4,  053, 360, 000 

557, 300, 000 

1, 109, 700, 000 

9, 500, 000 

30,  550, 000 

15,195,000 

17, 670, 000 


1,  750,  687, 150 

2,  256,  563 

1,  715, 164,  757 

3,  456, 085,  735 

3,411,602,940 

398,  782,  775 

555, 688,  850 

15,320,000 

36,  217, 000 

11,230,000 

18, 430, 000 


11, 553, 846 

42,  557 

16, 101, 985 

24, 944, 970 

46,  716, 500 

8, 079,  650 

9,  522,  400 

326, 500 

275, 500 

20,000 

50,000 


300, 549, 946 

307, 044 

252, 005, 795 

577,  401, 740 

763, 716, 120 

149, 164,  200 

221,  6-20,  200 

7, 157, 500 

19, 785, 000 

6, 230, 000 

7,  290, 000 

1,  200, 000 


1, 878, 746, 089 

136, 676, 360 

2, 635,  281,  436 

8, 035, 279, 030 

14, 356,  697, 594 

3,  698. 784,  600 

8, 804, 773,  550 

237, 873, 000 

280, 153, 500 

2, 910, 000 

3, 940, 000 

487 


Total 11,899,289,572    11,371,465,770  117,633,908      2,306,427,545      40,071,115,646 


'.Amounts  outstanding  include  certain  currencies  which  are  also  included  in  the  public  debt  (see  table 
41,  final  page).  Those  consist  of  (a)  U.S.  notes  in  excess  of  the,  gold  reserve  (31  U.S.C.  408)  and  (b)  all  of  the 
currencies  no  longer  issued,  ixs  listed  above,  with  the  exception  of  silver  certiOcates  issued  after  June  30, 1929. 
2  The  Secretary  of  the  Treasury  is  authorized  to  determine,  from  time  to  time,  the  amounts  of  certain 
currencies,  which,  in  his  juilgnient,  have  been  destroyed,  are  irretrievably  lost,  or  are  held  in  collections  and 
so  will  never  be  presented  for  rc.di'niptiou,  and  to  reduce  the  outstanding  amounts  thereof  accordingly.  The 
totals  of  such  redactions  effcetiHl  througli  June  30,  1907,  wore: 

Authorized  by  Old  Series  Currency  Adjustment  Act  (31  U.S.C.  915c)  approved  June  30, 
1961: 
Issued  before  July  1,  1929: 

U.S.  notes $24,142,000 

Federal  Reserve  notes 34,450,000 

Federal  Reserve  bank  notes 2,063,000 

National  bank  notes 28,920,000 

Gold  certificates.. 16,600,000 

Silver  certificates 29,780,000 

Tre;isui-y  notes  of  1890 1,131,000 

Gold  certmeate.s.  Series  of  1928 7,350,000 

Authorized  by  Public  Law  90-29,  approved  June  24,  1967: 

SUver  certificates,  issued  after  June  30, 1929 150,000,000 


Total 

3  Includes  writeoff  of  $150,000,000.  See  footnote  2. 


294, 436, 000 
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Trust  and  Other  Funds 

Table  63. — Holdings  of  public  debt  and  agency  securities  by  Government  agencies 
and  accounts,  June  SO,  1963-67 

[Par  value.  In  thousands  of  dollars] 


Investments  of  agencies 

1963 

1964 

1965 

1966 

1967 

GOVEKNMENT  INVESTMENT 
ACCOUNTS 

Handled  by  the  Treasury  > 

Major  trust  funds  and  accounts: 
Civil  Service  Commission: 

Employees  health  benefits  fund 

Employees'  life  insurance  fund 

Retired    employees    health    benefits 

fund 

Export-Import  Bank  of  Washington 

37,924 
» 303, 406 

100 

53,028 
352,910 

100 

61,948 
379,524 

1,325 

57,126' 
394,414 

1,134 

75,078 
449,395 

1,438 
81  500 

Federal  Deposit  Insurance  Corp .. 

2,754,363 

2,277,967 
-723 

2,937,229 

2,140,925 
-2,416 

3, 117, 186 

1,877,759 
-2, 193 

3,344,208 

1, 464, 700 
-2,072 

3,582,400 

1,690,578 

-1,943 

94,000 

—8 

Federal  disability  insurance  trust  fund: 

Unamortized  premium  or  discount  3. 
Nonguaranteed  securities 

Federal  employees'  retirement  funds: 
Civil    service    retuement    and    dis- 
abOlty: 
Public  debt  securities  -..    .      

13,154,721 

14,279,250 

15,491,646 

16,603,062 

17,304,071 
217, 500 

42,145 
3,583 

124 

Nonguaranteed  securities 

Foreign  service  retirement   and  dis- 
ability.             _           .              

37,891 
2,012 

38,914 
2,238 

40,444 
2,668 

41,588 
3,112 

103 

785, 758 

Judicial  survivors  annuity...        

Tax  court  judges  suiTivors  annuity 
fund... 

Federal  hospital  insurance  trust  fund: 
Public  debt  securities 

1, 191, 647 

56,500 

21 

Nonguaranteed  securities ...  

Unamortized  premium  or  discount '. 

Federal  Housing  Administration: 

Mutual  mortgage  insurance  fund 

Cooperative  management  housing  in- 

520, 549 

558, 194 

488,618 

479,442 
7,694 

536, 108 
15, 101 

General  insurance  fund: 
Apartment  unit 

625 

27, 255 
900 

475 

26,105 
825 

325 

13,850 

725 

Armed   services  housing  mortgage 
insurance . 

ExperiTnental  hnnsinf; 

General  insurance            .-  

7,406 

Housing  insurance 

5,758 

935 

830 

625 

700 

3,660 

8,902 

2,060 

107,442 

39,630 

17, 633, 024 
-19,835 

6,858 

971 

4,440 

575 

650 

3,375 

16, 887 

5,140 

80,810 

76,876 

18,325,487 
-20,618 

6,838 

907 

830 

525 

525 

1,440 

10,331 

2,100 

33,995 

26, 112 

18,783,222 
-17,498 

Housing  investment  insurance 

National  defense  housing  insurance. 

Sep,.  203  hnmft  improvpTrifint. 

Sec.  220  home  improvement.    

Sec.  220  housing  insurance. - 

Servicemen's   mortgage    insurance  . 

"Title  I  housing  insuiance 

Title  I  insurance . 

War  housing  insurance 

Federal  old-age  and  survivors  insurance 
trust  fund: 
Public  debt  securities ..  .-. 

17,925,398 
-16,743 

21,362,481 

-15,972 

217, 500 

90 

Unamortized  premium  or  discount  3. 

Unamortized  premium  or  discount  3. 
Federal   Savings  and  Loan  Insurance 
Corporation  ..          __        _  .  .. 

861, 094 

1, 105, 094 

1,312,622 

1,516,701 

1, 728, 268 

Federal    supplementary    medical    in- 
surance trust  fund 

478  849 

Highway  trust  fund        ...             .  ... 

677,  743 
3,697,461 

609,028 
3,766,424 

265,394 
3,915,705 

237, 763 
4,069,572 

721, 710 

Railroad  Retirement  Board: 
Railroad  retirement  account: 
Public  debt  securities 

4, 116, 172 

Nonguaranteed  securities 

175, 500 
4,067 

10,977 

10, 038, 634 

Railroad  retuement  supplemental  ac- 

Unemployment  trust  fund: 
Public  debt  securities  . 

6,245,191 

-58 

6,827,077 
-8,722 

7,793,935 
-8,816 

9,261,610 
-8,460 

Unamortized  premium  or  discount  ^. 
Nonguaranteed  securities 

-7,796 
317, 500 

Unamortized  premium  or  discount '. 

48 

Footnotes  at  end  of  table. 
277-468—68- 


-44 


660   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  63. — Holdings  of  "puhlic  debt  and  agency  seciirities  by  Government  agencies 

and  accounts,  J^ine  SO,  1963-67 — Continued 

[Par  value.  In  thousands  of  dollars] 


Investments  of  agencies 


1963 


1965 


GOVERNMENT  INVESTMENT 
ACCOUNTS— Continued 

Handled  by  the  Treasury'— Con. 

Veterans'  life  Insurance  funds: 
Government  life  insurance: 

Public  debt  securities 

Nonguaranteed  securities 

National  service  life  insurance: 

Public  debt  securities 

Nonguaranteed  securities 

Special  term  insurance 

Veterans'  reopened  insurance 

Other  trust  funds  and  accounts: 

Ainsworth  Library  fund,  Walter  Reed 
General  Hospital 

Bequest  of  George  C.  Edgeter,  relief  of 
indigent  American  Indians,  Bureau  of 
Indian  Affairs 

District  of  Columbia: 
Fees  and  other  collections.  Recreation 

Board -_ 

General  funds 

Highway  fund 

Judicial  retirement  and  survivors  an- 
nuity fund 

Miscellaneous  trust  funds 

Motor  vehicle  parking,  highway  fund.. 
Redevelopmont  program.  Redevelop- 
ment Land  Agency: 

Public  debt  securities 

Nonguaranteed  securities 

Sanitai-y  sewage  works  fund 

Stadium  fund,  Armory  Board 

Teachers'  retirement  and  annuity  fund. 

Welfare  funds 

Working  capital  fund,  Armoiy  Board.. 

Esther  Cattell  Schmitt  gift  fund .-_ 

Exchange  Stabilization  Fund: 

Public  debt  securities 

Nonguaranteed  securities 

Federal  ship  mortgage  insurance  escrow 
fund,  maritime  activities 

Federal  ship  mortgage  insurance  fund, 
revolving  fund 

General  post  fund.  Veterans'  Adminis- 
tration  .- --_ 

Gifts  and  bequests.  Commerce 

Longshoremen's  and  Harbor  Workers' 
Compensation  Act,  relief  and  rehabili- 
tation  

National  Archives  gift  fund 

National  Archives  trust  fund 

National  Capital  Housing  Authority: 

Public  debt  securities 

Nonguaranteed  securities 

National  park  trust  fund 

Navajo  and  Ute  Mountain  Ute  Indians, 
New  Mexico 

Navajo  Indians,  Arizona  and  New 
Mexico 

Office  of  Naval  Records  and  History 
fund 

Omaha  tribe  of  Indians 

Pershing  Hall  Memorial  fund 

Philippine  Government  pre-1934  bond 
account 

Preservation  of  Birthplace  of  Abraham 
Lincoln,  National  Park  Service --. 

Public  Health  Service: 

Gift  funds 

Patients'  benefit  fund.  Public  Health 
Service  hcspitals -. 

Public  Housing  programs 

Saint  Elizabeths  Hospital  unconditional 
gift  fund 

U.S.  Department  of  the  Air  Force- 
general  gift  fund 

Footnotes  at  end  of  tables 


1,003,002 
5,713,915 


955, 840 
25, 000 

5,  782, 992 


933, 454 
25, 000 


5, 908,  757 


100,588 


123, 173 


20 
9,213 
3,700 


20 
9,213 
6,000 


149, 134 
2,605 


115 
2,954 


87 
743 


100 

2,335 

743 


7,640 


5,325 


12, 360 


150 
43, 326 


153, 147 


47, 108 

10 

50 

417 

317, 064 


235 
50, 986 


125 
414 


256, 806 


13, 618 
3,543 
1,835 


466 

""m 

3,861 


22, 398 

758 


2,135 
5 


408 
""102" 
3,311 


10, 988 

758 

2,185 
6 


312 

1,824 

102 

4,011 


73 
436 


578 
729 


592 
830 


153 
211' 
919 
64 
166 
5 


212 

"'""2ii" 

292 

64 

156 

2 
24, 500 

1 

6 


212 
"211" 
295 
64 
156 


2 
7,500 


937, 670 


6, 112,  730 


169, 618 

18, 772 


140 

2,330 

850 


9,445 


245 
54,342 


100 
414 


643, 385 


53, 984 
700 


933 
6 


214 

1,790 

102 

2,761 


663 

1,068 

32, 000 

212 

""'211' 


64 

146 

2 
21, 000 

1 

6 
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Table  63. — Holdings  of  ^public  debt  and  agency  securities  by  Government  agencies 

and  accounts,  June  SO,  1963-67 — Continued 

[Par  value.  In  thousands  of  dollars] 


Investments  of  agencies 

1963 

1964 

1965 

1966 

1967 

GOVERNMENT  INVESTMENT 
ACCOUNTS— Continued 

Handled  bt  the  Treasuey  i— Con. 

Other  trust  funds  and  accounts— Con. 
U.S.  Department  of  the  Army— general 
gift  fund---  -              -    

205 

109 

1 

189 

109 

1 

192 
109 

1 

33 

109 

1 

39 

U.S.  Naval  Academy— general  gift  fund— 

U.S.  Naval  Academy— museum  fund 

Ute  Mountain  Indians,  Colorado 

172 
1 

288 

War  risk  insurance  revolving  fund. _ 

Workmen's  Compensation  Act  within 
the  District  of  Columbia,  relief  and 
rehabilitation 

3,153 
126 

43,  051 

102 

1,634 
1,  944,  000 

3,365 

126 

44,  459 

108 

1,477 
1, 803,  256 

3,461 

126 

44,  368 

116 

1,646 
1,  699, 410 

3,611 

118 

47,  492 

120 

205 
1,  959, 335 

388 
89, 198 
109,  297 
100, 472 

1,703 

3,787 
114 

Handled  by  the  Agencies 
Banks  for  cnnperatives 

46, 042 
121 

District  of  Columbia:  Miscellaneous  trust 
funds-. 

Farmers  Home  Administration,  State  ru- 
ral rehabilitation  funds 

373 

Federal  home  loan  banks            .    - 

3,  750,  735 
388 

Federal  Housing  Administration: 
Guaranteed  securities: 
Community  disposal  operations  fund 

Mutual  mortgage  insurance  fund _ 

Federal  intermediate  credit  banks 

47,  815 
111,  384 
102,  617 

123,868 
111,  331 
102,  538 

125, 561 
109,  604 
100, 532 

5,794 

77,  502 
109,  297 
100, 382 

35,  523 
50, 942 

Federal  land  banks _ 

Federal  National  Mortgage  Association: 
Public  debt  securities: 
Participation  sales  fund 

Participation  sales  trust  fund 

Secondary  market  operations 

91,  500 

79,  233 
23,  250 
14, 980 

Guaranteed  securities: 
Management    and    liquidating    func- 
tions  .-. 

23,  558 
4,986 
6,928 

1,852 
5,993 
5,967 

19, 115 

4 

1 

1,636 

105, 505 

23 

Secondary  market  operations 

Special  assistance  functions 

Nonguaranteed  securities: 
Participation  sales  fund .. 

164, 947 

Participation  sales  trust  fund.. 

64, 940 

Secondary  market  operations 

59,  570 

Secretary  of  Housing  and  Urban  Devel- 
opment: 
Liquidating  programs: 
Guaranteed  securities 

2,593 

Total 

57,  968, 154 

60,  743, 378 

63, 099,  008 

66,  661, 364 

77,  513,  767 

OTHER  ACCOUNTS 
Handled  by  the  Treasury 
Alien  property  trust  fund 

544 
4,400 

1,945 

614 
4,100 

1,945 

608 
3,600 

1,945 

608 
2,650 

1,954 

608 

Canal  Zone  Postal  Savings  System. 

Central  hospital  fund,  U.S.  Army,  Office 
of  the  Surgeon  General: 
Public  debt  securities 

2,200 
1,543 

Nonguaranteed  securities 

401 

Comptroller  of  the  Currency 

6,742 
35,  971 
502,  866 

887 

8,357 

35,  046 

432,  079 

440 

10,  054 

34,160 

355,  579 

ii,  298 
33, 401 

188, 890 

14, 048 

Individual  Indian  money  deposit  fund 

U.S.  Postal  Savings  System  * 

30, 811 

Handled  by  the  Agencies 

General  Services  Administration,  Public 
Works  Administration  (in  liquidation) -„ 

Total 

553, 355 

482, 681 

405, 946 

238,  802 

49, 612 

Grand  total _ 

58,  521, 508 

61,  225,  959 

5  63,504,954 

5  66,900,166 

6  77,563,387 

'  For  further  details  of  these  accounts,  see  tables  64  through  84. 

2  Includes  Series  J  savings  bonds  at  current  redemption  value. 

5  Includes  accrued  interest  purchased. 

<  This  fund  was  discontinued  on  Apr.  27,  1966,  by  an  act  approved  Mar.  28,  1966  (39  U.S.C.  5225-5229). 

«  Excludes  securities  in  the  amounts  of  $12,459,000,  $12,451,000,  and  $12,321,000  held  by  the  Atomic  Energy 
Commission  as  of  June  30, 1965,  1966,  and  1967,  respectively,  which  in  turn  are  held  by  trustees  for  the  pro- 
tection of  certain  contractors  against  financial  loss  in  event  of  a  catastrophe. 

Note.— For  comparable  data  1939-49,  see  1949  annual  report,  pp.  492-493,  and  for  1950-58,  see  1958  annual 
report,  pp.  686-589,  and  for  1959-62,  see  1963  annual  report,  pp.  637-639. 
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Table  64. — Civil  service  retirement  and  disability  fund,  June  30,  1967 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  May  22, 1920,  as 
amended  (5  U.S.C.  2267).  For  further  details  see  annual  report  of  the  Secretary  for  1941,  p.  136] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

Fiscal  year 

Cumulative 

through 

1967 

through 

June  30,  1966 

June  30, 1967 

Receipts: 
Deductions  from  salaries,  service  credit  pay- 
ments, and  voluntary  contributions  of 

employees  subject  to  retirement  act  i $14, 287,  039, 878. 85 

Federal  contributions  2 4, 456, 352, 923. 21 

Payments  by  employing  agencies  2.. 7,826,021, 157.38 

Interest  and  profits  on  investments 5,  455, 122,  064. 02 

Transfer  from  tlie  C^omptroller  of  the  Cur- 
rency retirement  fund  3 5,050,000.00 

Total  receipts 32,029,586,023.46 

Expenditures: 

Annuity  payments,  refunds,  etc _ 15, 279, 916, 494. 96 

Transfers  to  policemen's  and  firemen's  relief 
fund,  D.C.,  deductions  and  accrued  in- 
terest thereon 322,091.26 

Total  expenditures 15,280,238,586.22 

Balance. 16,749,347,437.24 


$1,  205,  539,  542. 22  $15,  492, 579,  421. 07 

73,  000,  000. 00  4,  529, 352, 923.  2 1 

1,190,531,809.55  9,016,552,966.93 

625, 164, 699.20  6, 080, 286, 763. 22 

5,050,000.00 


3.  094, 236, 050. 97        35, 123, 822, 074. 43 


1,965,097,123.80 
21,  947.  66 


17, 245,  013, 618.  76 
344, 038. 92 


1,965,119,071.46        17.245,357,657.1 


1, 129, 116, 979. 51        17, 878, 464,  416. 75 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1966 


Fiscal  year 

1967,  increase, 

or  decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special  issues,  civil  service  retirement  fund 
series  maturing  June  30: 

Treasury  certificates  of  indebtedness: 

4J^%of  1967 $40,692,000.00 

Treasury  notes: 

3?4%of  1%7 60,976,000.00 

35^%  of  1967 80, 227,  000.  00 

4!^%  of  1967 142, 474,  000.  00 

Zli%  of  1968 80, 227,  000.  00 

4H%  of  1968 142, 474, 000.  00 

4J^%  of  1968 .-  40, 692,  000.  00 

4>-i%  of  1969 142, 474,  000.  00 

4J^%  of  1969. 40, 692,  000.  00 

4J.6%  of  1970 69, 699, 000.  00 

iWVo  of  1970 - 40, 692,  000.  00 

m%  of  1971 1, 785, 656, 000.  00 

\%7o  of  1974 

Treasury  bonds: 

2\^%  of  1967. -. 385,  000,  000.  00 

2H%  of  1967 230,  527,  OTO.  00 

2li,%  of  1967 69, 913,  000.  00 

2}.'.%  of  1968... 200,  000,  000.  00 

T-i.%  of  1968 415,  527,  000.  00 

27^%  of  1968 69, 913,  0(X).  00 

3%%  of  1968 60. 976.  000.  00 

25^%  of  1969... 615, 527, 000.  00 

2lWo  of  1969 69, 913.  000.  00 

354%  of  1969 60. 976.  000.  00 

Zli%  of  1969 80.  227,  000.  00 

2H%  of  1970 615,  527.  000.  00 

27.^%  of  1970 69.  913.  0(X).  00 

ZVaX  of  1970 60,  976.  000.  00 

Zli.%  of  1970 80. 227.  000.  00 

4!-^%  of  1970 72,  775.  000.  00 

2H%  of  1971 615,  527,  000.  00 

2Zi,%  of  1971 69  913,  000.  00 

394%  of  1971... 60,976,000.00 

Footnotes  at  end  of  table. 


-$40,092,000.00  

-60,976,000.00  

-80,227,000.00  

-142,474,000.00  

.  ..  $80,227,000.00 
142,  474,  000.  00 
40.692,000.00 
142,  474,  000.  Oil 
40.  092,  000.  00 
69, 699,  000.  00 
40,  692.  000.  00 
1, 785, 656,  000.  00 
i,  758, 171,  000.  00    1, 758, 171,  000.  00 

-385,000,000.00  

-230.  527,  000.  00  

-69,913,000.00  

200.  000, 000.  00 

415.  527. 000.  00 
69. 913.  000.  00 
60,  976,  0(H).  00 

615, 527.  OIK).  00 
69. 913.  000.  (X) 
60. 976,  000.  00 
80. 227.  000.  00 

615.  527.  000.  (K) 
69,  913,  000.  00 
60.  976.  000.  00 
80.  227  000.  00 
72.  775,  000.  00 

615,  527,  000.  00 
69  913, 000.  00 
60,976,000.00 


TABLES 


663 


Table  64. — Civil  service  retirement  and  disability  fund,  June  SO,  1967 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT-Continued 


Assets 


June  30,  1966 


Fiscal  year 

1967,  increase, 

or  decrease,  ( — ) 


June  30,  1967 


Investments  in  public  debt  securities-Continued 
Special  issues,  civil  service  retirement  fund 
series  maturina;  June  30 — Continued 
Treasury  bonds— Continued 

Zli%  of  1971 $80, 227,  000.  00 

4H%of  1971 142,474,000.00 

3?4%  of  1972 60, 976,  000.  00 

3Ji%  of  1972 532. 981,  000.  00 

4H%  of  1972 375. 160,  000.  00 

3%%  of  1973 60, 976,  000.  00 

3^^%  of  1973 103.448,000.00 

4i.i%of  1973 552,988,000.00 

25i%of  1974 568,978,000.00 

3%%  of  1974 60, 976,  000.  00 

3Ji%of  1974 80.227,000.00 

4H%  of  1974 212, 387.  000.  00 

2%%  of  1975 615,  527,  000.  00 

3%%  of  1975 60, 976,  000.  00 

Zli%  of  1975 80, 227,  000.  00 

4}.i%  of  1975 167, 167,  000.  00 

2^%  of  1976 660,  Oil,  000.  00 

3?4%  of  1976 60, 976,  000.  00 

ZlWc  of  1976 80,  227,  000.  00 

AW7o  of  1976 142, 474,  000.  00 

3?4%  of  1977 746, 416,  000.  00 

3J^%of  1977 80.227,000.00 

4^%  of  1977 142, 474,  000.  00 

VA.%  of  1978 826,  643.  000.  00 

41.^%  of  1978 142,474.000.00 

41.^%  of  1979 969, 117,  000.  00 

41-6%  of  1980 969, 117,  000.  00 

Total  special  issues 15, 147, 159,  000.  00 

Public  issues: 

Treasury  notes: 

4H%  Series  D-1967 33,050,000.00 

4%%  Series  B-1968 

5%  Series  A-1970 r  142, 400, 000.  00 

5>.4%  Series  A-1971 

5?i%  Series  B-1971 _ 

4%%  Series  A-1972 

4%%  Series  B-1972 

Treasury  bonds: 

23.^%  of  1964-69  (Apr.  15,  1943) 10,000,000.00 

21,2%  of  1964-69  (Sept.  15,  1943) 16, 400,  000.  00 

3?4%  of  1968 2, 800, 000.  00 

3Ji%of  1968  (June  23,  1960) 11,400,000.00 

3^%  of  1968  (Sept.  15,  1963) 

4%  of  1969  (Aug.  15,  1962) 10,  000,  000.  00 

4%  of  1969  (Oct.  1,  1957) 59,400,000.00 

4%  of  1970 46,  000,  000.  00 

3?i%ofl971 

4%  of  1972  (Nov.  15,  1962) 

4%  of  1972  (Sept.  15,  1962) 25,000,000.00 

4%  of  1973 12,  000,  000.  00 

4i/i%  of  1973 21, 600,  000.  00 

3J^%of  1974 47,650,000.00 

4),i%of  1974 53,400,000.00 

41.4%  of  1974 124, 160,  000.  00 

41.4%  of  1975-85 53, 105,  000.  00 

3>4%  of  1978-83 11,800,000.00 

3H%  of  1980 15,  700,  000.  00 

4%  of  1980 102, 394,  000.  00 

Wi%  of  1985 81, 900,  000.  00 

414%  of  1987-92 344,920,000.00 

4}^%  of  1989-94 5,  750, 000.  00 

3^2%  of  1990 86,  600,  000.  00 

3%  of  1995 55,  205,  000.  00 

ZMJo  of  1998 83, 269, 000.  00 

Total  public  issues 1,455,903,000.00 


-$298,  254,  000.  00 


-70, 649, 000.  00 


$80, 227, 
142,  474, 

60. 976, 
532, 981, 
375, 160, 

60, 976. 
103. 448, 
552,  988, 
270. 724, 

60, 976, 

80, 227, 
212, 387, 
615, 527, 

60, 976. 

80, 227, 
167. 167. 
589, 362, 

60, 976, 

80, 227, 
142, 474, 
746, 416, 

80,  227, 
142, 474, 
826,  643, 
142, 474. 
969, 117, 
969, 117. 


000.  00 
000,  00 
000.  00 
000.  00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.00 
000.00 
000.  00 
000.00 
000.00 
000,  00 
000.  00 
000.  00 
000.00 
000.  00 
000.00 
000.00 
000.00 
000.00 


379,  459,  000.  00        15,  526, 618,  000.  00 


-33,  050,  000.  00 

4, 400,  000,  00 

4, 000,  000.  00 

19,  500,  000.  00 

25,  000,  000.  00 

110,600,000.00 

98,  700,  000.  00 


1,  000, 000.  00 
1, 600,  000.  00 

"Ubba  boo"  00 

8, 600,  000.  00 
6, 100, 000.  00 
5. 200,  000.  00 
3, 700,  000.  00 
11,800,000.00 
12,  000,  000.  00 

"2' 500"  000' 00 
1,900,000.00 

'"5,"oo6,"oo6.'o6 

"'si^bbbi' 000^00 
4, 000, 000. 00 
3, 000, 000. 00 
5, 000, 000. 00 
12, 000, 000. 00 


321,  550,  000.  00 


4, 400, 000.  00 
146, 400, 000.  00 
19, 500, 000.  00 
25, 000,  000.  00 
110,  600,  000.  00 
98,  700,  000.  00 


10,  000, 

16, 400, 

2,800, 

12, 400, 

1, 600, 

10,  000, 

60, 400, 

54, 600, 

6, 100, 

5.200, 

28.  700, 

23, 800, 

33, 600, 

47. 650, 

55, 900, 

126,  060, 
53, 105, 
16, 800, 
15,  700, 

110, 394, 
85, 900, 

347, 920, 
10, 750, 
98, 600, 
55, 205, 
83,  269, 


000.  00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.  00 
000.  00 
000.00 
000.00 
000.  00 
000.  00 
000.00 
000.  00 

000.  on 

000.  00 
000.  00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 


1,  777, 453,  000.  00 


Footnotes  at  end  of  table. 
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Table  64. — Civil  service  retirement  and  disability  fund,  June  30,  1967 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT-Continued 


Assets 


June  30, 1966 


Fiscal  year  1967, 

increase,  or 
decrease  (— ) 


June  30, 1967 


Investments  in  nonguaranteed  securities: 
Federal  home  loan  bank  bonds: 

5J^%of  1967 $18,000,000.00 

6J4%of  1967 - 30,000,000.00 

6%  of  1967- 26,  000,  000.  00 

5?i%  of  1968- -  25,  000, 000.  00 

Federal  intermediate  credit  bank  deben- 
tures: 

6.20%  of  1967— 10,000,000.00 

5.15%  of  1967 17, 000,  000.  00 

Federal  land  bank  bonds: 

tlWo  of  1967 .- - — .  15,  000,000.  00 

Federal  National  Mortgage  Association 
secondary  market  operations  deben- 
tures: 

5J6%  of  1968 - 10,  000,  000.  00 

5!-^%  of  1969 25,  000,  000.  00 

6%  of  1969 41, 500, 000.  00 

Total  nonguaranteed  securities 217, 500, 000.  00 

Investments  in  participation  certificates: 

Federal    National    Mortgage    Association 
Federal  assets  liquidation  trust: 

5%  of  1972 - - 50,  000,  000.  00 

tyi%  of  1972 50,  000,  000.  00 

6.20%  of  1982 100,  000,  000.  00 

Total  participation  certificates 200, 000, 000.  00 

Total  investments.. $16, 603,  062,  000.  00       1, 118, 509, 000.  00 

Undisbursed  balance 146,285,437.24  10,607,979.51 

Total  assets 16, 749, 347, 437.  24        1, 129, 116, 979.  51 


$18, 000, 000.  00 
30,  000,  000.  00 
26,  000.  000.  00 
25,  000,  000.  00 


10, 000, 000.  00 
17,  000,  000.  00 

15,  000,  000.  00 


10,000,000.00 
25, 000, 000.  00 
41, 600,  000.  00 

217, 500, 000.  00 


50,  000,  000.  00 
50,  000.  QUO.  00 
100,  000, 000.  00 

200, 000, 000.  00 

17, 721,  571,  000.  00 
156, 893, 416.  75 

17, 878, 464, 416.  75 


>  Basic  compensation  deductions  have  been  at  the  rate  of  63-2  percent  since  the  day  before  the  first  pay 
period  which  began  after  Sept.  30,  1956.  Since  1958  District  of  Columbia  and  Government  corporations' 
contributions  have  been  included  with  contributions  from  agency  salary  funds. 

2  Beginning  July  1,  1957,  appropriations  are  not  made  directly  to  the  fund.  Instead,  in  accordance  with 
the  act  approved  July  31,  1956  (5  U.S.C.  2254(a)),  the  employing  agency  contributes  (from  appropriations 
or  funds  from  which  the  salaries  are  paid)  amounts  equal  to  the  deductions  from  employees'  salaries. 

3  The  act  of  June  30,  1948,  as  amended  (5  U.S.C.  2259  note),  abolished  the  separate  retirement  fund  for 
employees  of  the  Oflice  of  the  Comptroller  of  the  Currency  and  directed  transfer  of  its  assets  to  the  civil 
service  retirement  and  disability  fund.  Amount  comprises  cash  derived  from  sale  of  securities. 

'  Revised. 


TABLES  665 

Table  65. — District  of  Columbia  teachers'  retirement  and  annuity  fund,  June  SO,  1967 

(This  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  Aug.  7,  1946  (31  D.C.C.  702, 707, 
772) ,  as  successor  to  the  District  of  Columbia  teachers'  retirement  fund  established  under  the  act  of  Jan.  15, 
1920,  as  amended,  effecting  the  consoUdation  of  the  deductions  fund  and  the  Govermnent  reserve  fund  as 
of  July  1,1945] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30, 1966 


Fiscal  year 
1967 


Cumulative 

through 
June  30, 1967 


Receipts: 

Deductions  from  salaries... $33,694,550.94 

Voluntary  contributions 197,440.55 

Interest  and  profits  on  investments 22, 282, 388. 32 

Appropriations  from  District  of  Columbia  revenues 74, 401, 842. 84 

Total  receipts 130,576,222.65 

Expenditures: 

Aimuities,  refunds,  etc 76,100,546.97 

Balance 54,475,675.68 


$2, 972, 317. 36  $36,  666, 868. 30 

.- 197,440.55 

1, 871,  699. 28  2i  154, 087.  60 

6,  728,  200. 00  81, 130, 042. 84 


11, 572, 216. 64      142, 148, 439. 29 
7, 973,  701. 51        84,  074,  248. 48 


3,  598, 515. 13        58, 074, 190. 81 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Fiscal  year 

June  30, 1966     1967,  increase,     June  30,  1967 

or  decrease  (— ) 


Investments  in  public  debt  securities: 
Public  issues: 
Treasury  bonds: 

2}^%  of  1965-70 

21^%  of  1966-71... 

2)4%  of  1967-72  (dated  June  1,  1945). 

3J^%ofl968 _ 

33^%  of  1971 

41^%  of  1973 

3J^%0fl974 

4}4%  Of  1974 

4^%  of  1975-85 

Z]4%  Of  1978-83 

4%  of  1980 

3J4%ofl985 

4Ji%  of  1987-92 

4%  of  1988-93 

4^%  of  1989-94 

3}/^%  of  1990 

3%  of  1995 

31^%  Of  1998 

2%%  Investment  Series  B-1975-80... 


Total  investments. 
Undisbursed  balance 


000, 
000, 
247, 
056, 
256, 
829, 
388, 
650, 
363, 
777, 
956, 
077, 
184, 
000, 
531, 
000, 
599, 
100, 
325, 


000. 00 
000.00 
500.00 
500. 00 
000.00 
000.00 
500.00 
000.00 
000. 00 
500.  00 
600. 00 
500. 00 
000. 00 
000. 00 
500.00 
000.00 
500.00 
000. 00 
000. 00 


54, 342,  000.  00 
133,  675. 68 


$3, 431, 500. 00 


3,  431,  500.  00 
167, 015. 13 


$1,  000, 

1,  000, 
1, 247, 
1, 056, 
3, 256, 
3, 829, 
2, 388, 

2,  650, 
1,363, 
1, 777, 

956, 
1, 077, 
4, 184. 
1,000, 
5,963, 
3, 000, 

3,  599, 
4, 100, 

14, 325, 


000. 00 
000.00 
500.00 
500. 00 
000.00 
000.00 
500.00 
000.00 
000. 00 
500. 00 
500.  00 
500. 00 
000. 00 
000.00 
000.  00 
000.00 
500.  00 
000.  00 
000.  00 


57, 773,  500.  00 
300,  690. 81 


Total  assets 54,475,675.68        3,598,515.13        58,074,190.81 
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Table  66. — Employees  health  benefits  fund,  Civil  Service  Commission,  June  SO,  1967 

[On  basis  of  reports  from  the  Civil  Service  Commission.  This  trust  revolving  fund  was  established  in 
accordance  with  the  provisions  of  the  act  of  Sept.  28,  1959,  as  amended  (5  U.S.C.  3007)] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30, 1966 


Fiscal  year 
1967 


Cumulative 

through 
June  30, 1967 


Receipts: 

Direct  appropriations $50,056,000.00 

Employees'  and  annuitants'  withholdings 1,561,902,886.65 

Agency  contributions 775,145,940.40 

Interest  and  profits  on  investments 7, 756, 893. 88 

Total  receipts 2,394,861,720.93 

Expenditures: 

Subscription  charges  paid  to  carriers 2,284,321,449.56 

Contingency  reserve  paid  to  carriers 36, 714, 185. 88 

Carrier  refunds —253,289.40 

Administrative  expenses 6, 720, 446.  08 

Interest    on    administrative    expyenses   paid    by 

employees'  Ufe  insurance  fund  ' 43, 625. 79 

Other  2 -1,600,290.12 

Total  expenditures 2,325,946,127.7! 

Balance 68,915,593.14 


$24, 645,  000.  00 

383, 306,  079. 84 

180, 818, 451. 34 

3, 121, 970. 89 


$74, 701, 000.  00 

1, 945, 208, 966. 49 

955, 964, 391.  74 

10,878,864.77 


591, 891, 502.  07      2, 986, 753, 223. 00 


564, 643, 613. 30      2, 848, 965, 062. 86 
7,024,837.32  43,739,023.20 

-253,289.40 

8, 321,  766.  28 


1, 601, 320. 20 
""'"83,"862r87 


43, 625.  79 
-1,516,427.25 


■9        573, 353, 633.  69      2, 899, 299, 761. 48 


18,537,868.38 


87, 453, 461.  52 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30, 1966 


Fiscal  year  1967, 
increase,  or 
decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  notes: 

4%  Series  A-1966 

3H%  Series  B-1967 

A%%  Series  B-1968... 

Treasury  bonds: 
2)^%  of  1964-69  (dated  Apr.  15,  1943). 

3%%  of  1968 - 

3%%  of  1968 — . 

4%  of  1969  (dated  Oct.  1,  1957) 

3%%  of  1971 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962) 

4%  of  1972  (dated  Nov.  15,  1962) 

4%  of  1973 

4.M%  of  1973 

3%%  of  1974 

41,^%  of  1974 

4H%  of  1974 

3)4%  of  1978-83 .— 

3H%  of  1980 

4M%  of  1987-92 

3^%  of  1990 

ZWo  of  1998 -- 


Total  investments. 
Undisbursed  balance 


$599, 000. 00 
3, 729, 000. 00 


875, 000. 00 
1, 000, 000. 00 
1, 298, 000. 00 
1,000,000.00 
5, 804, 000.  00 
3, 732, 000.  00 
4,  410,  500.  00 
3, 792,  50O.  00 
3,441,500.00 
2, 246, 000. 00 
3, 785, 500. 00 
9, 923, 500. 00 
1, 481, 500. 00 
190, 000. 00 
738, 000. 00 
3, 000, 000.  00 
2, 130, 500. 00 
3,950,000.00 

57, 126,  500. 00 
11, 789, 093. 14 


-$599, 000.  00 
—3, 729, 000. 00 
11,926,000.00 


10,353,500.00 


17,951,500.00 
586, 368. 38 


$11,926,000.00 


875, 
11, 353, 
1, 298, 
1,000, 
5, 804, 
3, 732, 
4,  410, 
3, 792, 
3, 441, 
2,246, 
3, 785, 
9, 923, 
1, 481, 
190, 
738, 
3, 000, 
2, 130, 
3,950, 


000.  00 
500.00 
000.  00 
000. 00 
000. 00 
000. 00 
500. 00 
500.  00 
500. 00 
000.  00 
500.00 
500.  00 
500. 00 
000.  00 
000. 00 
000. 00 
500.  00 
000. 00 


Total  assets. 


68, 915, 693. 14  18, 537, 868. 38 


75, 078,  000.  00 
12, 375, 461. 62 

87, 453, 461. 52 


>  As  provided  in  the  act  (5  U.S.C.  3008(a)). 

2  Difference  between  cost  and  face  value  of  investments. 
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Table    67.- — Retired    employees    health    benefits  fund,    Civil   Service    Commission, 

June  30,  1967 

[On  basis  of  reports  from  the  Civil  Service  Commission.  Tliis  trust  revolving  fmid  was  established  in 
accordance  with  the  provisions  of  the  act  of  Sept.  8,  1960  (5  U.S.C.  3057)] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 

Cumulative        Fiscal  year       Cumulative 

through  1967  through 

June  30, 1966  June  30, 1967 

Receipts: 

Direct  appropriations  ( Government  contribution) $71, 265, 000. 00  $11, 999, 000. 00  $83, 264, 000.  00 

Aimuitants  withholdings 64,220,363.13  9,047,596.42  73,267,959.55 

Interest  and  profits  on  investments 16,736.26  311,987.59  328,723.85 

Total  receipts 135,502,099.39      21,358,584.01      156,860,683.40 

Expenditures: 

Subscription  charges  paid  to  carrier 100, 148, 883. 20  14, 235, 663.  52  1 14, 384, 546.  72 

Government  contributions  paid  to  annuitants  ' 31,740,528.53  6,147,546.97  37,888,075.50 

Administrative  expenses 1,838,514.51  429,504.15  2,268,018.66 

Interest  on  loans 6,409.00    6,409.00 

Other* -733,593.52  27,970.87  -705,622.65 

Total  expenditures 133,000,741.72      20,840,685.51      153,841,427.23 

Balance 2,501,357.67  517,898.50         3,019,256.17 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 

Fiscal  year 
Assets  June  30,  1966     1967,  mcrease,     June  30,  1967 

or  decrease  (— ) 

Investments  in  public  debt  securities: 
PubUc  issues: 

Treasury  bills $1,034,000.00         $304,000.00       $1,338,000.00 

Treasury  bonds,  4%  of  1969 100,000.00    100,000.00 

Total  investments 1,134,000.00  304,000.00         1,438,000.00 

Undisbursed  balance 1,367,357.67  213,898.50         1,581,256.17 

Total  assets - 2,501,357.67  517,898.50         3,019,256.17 

'  In  accordance  with  5  U.S.C.  3055(a),  subject  to  specified  restrictions,  a  retired  employee  who  elects  to 
obtain  or  retain  a  health  benefits  plan  other  than  the  uniform  Government-wide  health  benefits  plan  di- 
rectly with  a  carrier,  shall  be  paid  a  Government  contribution  toward  the  cost  of  his  plan  which  shall  be 
equal  in  amount  to  the  appropriate  Government  contribution. 

2  Ditlerence  between  cost  and  face  value  of  investments. 
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Table  68. — Employees'  life  insurance  fund,  Civil  Service  Commission,  June  30,  1967 

[On  basis  of  reports  from  the  Civil  Service  Commission.  This  trust  revolving  fund  was  established  in 
accordance  with  the  provisions  of  the  act  of  Aug.  17,  1954,  as  amended  (5  U.S.C.  2091(c))] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 

Cumulative  Fiscal  year  Cumulative 

through  1967  through 

June  30, 1966  June  30, 1967 

Employees'  withholdings $1,022,966,425.38  $126,725,413.39  $1,149,691,838.77 

Government  contributions 511,507,514.04  63,363,267.91  574,870,781.95 

Premiums  collected  from  beneficial  association 

members 29,451,555.54  2,912,968.61  32,364,524.15 

Interest  and  profits  on  investments 67,814,289.02  16,337,388.09  84,151,677.11 

Other 3,666.09  40,049.04  43,715.13 

Assets  acquired  from  beneficial  associations: 

U.S.  securities 13,958,336.40    13,958,336.40 

Other 8,068,787.33  53,166.73  8,121,954.06 

Total  receipts 1,653,770,573.80        209,432.253.77      1,863,202.827.57 

Expenditures: 
Premiums  paid  to  insurance  companies: 

For  Federal  employees  generally 1, 506, 721, 385.  25  187, 757,  571.  36  1, 694, 478, 956. 61 

Less  return  of  premiums  paid"  1 280,112,569.33  50,012,996.01  330,125,565.34 

For  beneficial  association  members 48, 942, 642.  33  7, 641,  034.  29  56,  583, 676.  62 

Less  return  of  premiums  paid  2 7,118,331.24  1,722,835.08  8,841,166.32 

Administrative  expenses 2,438,433.39  367,840.49  2,806,273.88 

Other  3 -16,854,609.72  -3,893,378.29  -20,747,988.01 

Total  expenditures 1,254,016,950.68       140,137,236.76      1,394,154,187.44 

Balance 399,753,623.12         69,295,017.01         469,048,640.13 

IL  ASSETS   HELD   BY  THE   TREASURY   DEPARTMENT 


Assets 


June  30,  1966 


Fiscal  year  1967, 
increase,  or 
decrease  (— ) 


June  30, 1967 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  bills 

Treasury  notes: 
4%%  Series  B-1972 

Treasury  bonds: 

2H%  of  1962-67.— 

2^2%  of  1963-68 

2H%  of  1964-69  (dated  April  15,  1943). 
2H%  of  1964-69  (dated  Sept.  15,  1943). 

2H%  of  1966-71 

Z^i%  of  1968 

3M%  of  1968... 

4%  of  1969 - 

ZW/o  Of  1971 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962). 

4%  of  1972  (dated  Nov.  15,  1962) 

4H%  of  1973 

\M%  of  1974 

4H%  of  1974 

Z%%  of  1974.. 

4^%  of  1975-85 

3H%  of  1978-83 

3H%  of  1980 

4%  of  1980... 

3H%  of  1985 

4M%  of  1987-92 

4%  of  1988-93 

4^%  of  1989-94 _ , 

yA%  of  1990 

3%  of  1995 

Z\i%  of  1998 

3M%  Investment  Series  B-1975-80 

U.S.  savings  bonds: 

Series  J  (2.76%) 

Series  K  (2.76%) 


Total  investments. 
Undisbursed  balance 


Total  assets. 


$1, 633,  000.  no 


015,  000.  00 
000,  000.  00 
500,  000.  00 
000,  000.  00 
864,  500.  00 
105,  000.  00 
500,  000.  00 
330,  000.  00 
806,  500.  00 
000, 000.  00 
(100,  000.  00 
783,  000.  00 
650, 000.  00 
000,  000.  00 
255,000.00 
220,  000.  00 
785, 000.  00 
033,  000.  00 
306, 500.  00 
942,  500.  00 
486,  500.  no 
348,  500.  00 
197,  000.  00 
102,500.00 
276, 000.  00 
135,  500.  00 
358, 500.  00 
179, 000.  00 

586, 900.  00 
15, 000.  00 


394, 414, 400.  00 
5, 339, 223. 12 


-$33,  000.  00 

1, 015,  000.  00 

-1,  015,  000.  00 


10, 606,  000.  00 
2,  000,  000.  00 
8,  827,  000.  00 
1.054,000.00 
2,  433,  500.  00 
6, 654,  000.  00 

i3"442,"5o6."O0 
1,  329,  500.  00 
8, 681, 000.  00 


-13,900.00 


54, 980. 600.  00 
14,314,417.01 


$1, 600,  000.  00 
1,  015,  000.  00 


3, 000, 
5.  500, 
5,  000, 
3, 864, 

22, 105, 
1, 500, 

15, 330, 
2, 806, 

1,5.000, 

10, 000, 
5, 783, 
8, 650, 

15,  000, 
28. 861, 
22  220 

m,  612! 

12, 087, 
16, 740, 
46, 596, 
8, 486, 
53,  791, 

16,  526, 
33, 783, 
31, 276, 

135, 

21, 358, 

179, 


000.00 
000.00 
000.00 
500.00 
000.  00 
000.00 
000.  00 
500.  00 
000.00 
000.00 
000.  00 
000.00 
000.00 
000.  00 
000.  00 
000.  00 
000.00 
000.00 
500.  00 
500.  00 
000.00 
500.  00 
500.00 
000.  00 
500.00 
500.00 
000.00 


573,  000.  00 
15,  000.  00 


449, 395, 000.  00 
19, 653, 640. 13 


399,  753, 623. 12    69, 295,  017.  01    469,  048, 640. 13 


'  Premium  payments  in  excess  of  the  $1 00  million  contingency  reserve  set  by  the  Civil  Service  Commission, 
which  are  required  to  be  returned  to  the  fund  by  the  insuring  companies  (5  U.S.C.  2097(d)). 
2  Return  of  premium  payments  in  excess  of  annual  claims  paid,  expenses,  and  other  costs. 
'  DifiEerence  between  cost  and  face  value  of  investments. 


TABLES 
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Table  69. — Federal  disability  insurance  trust  fund,  June  30,  1967 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  Social  Security  Act  amendments 
approved  Aug.  1,  1956  (42  U.S.C.  401(b))] 

I.    RECEIPTS  AND   EXPENDITURES    (EXCLUDING  INVESTMENT   TRANSACTIONS) 

Cumulative  Fiscal  year  Cumulative 

through  1967  tlirough 

June  30,  1966  June  30,  1967 

Receipts* 

Appropriations  « $9,  529, 267, 161.  55  $2,  085, 603, 195.  41  $11, 614,  870, 356.  96 

Less  refund  of  internal  revenue  collec- 
tions           -94,472,625.00  -19,437,375.00  -113,910,000.00 

Deposits  by  States.. 705,427,809.25  183,231,028.81  888,658,838.06 

Interest  and  profits  on  investments 492,395,786.08  66,340,400.10  558,736,186.18 

Payments  from  railroad  retirement  account.             26,831,000.00  .  .  26,831,000.00 

Other  (HEW) 43,429.79  2  286,671.63  330,101.42 

Transfers  from  general  fund 16,000,000.00  16,000,000.00 

Total  receipts 10,659,492,561.67  2,332,023,920.95  12,991,616,482.62 

E.xpenditures: 

Benefit  payments 8,286,534,661.90  1,860,789,067.34  10,147,323,729.24 

To  railroad  retirement  account 103,503,000.00  30,634,000.00  134,137,000.00 

Administrative  expenses: 

To  general  fund 33,857,774.69  5,065,288.78  38,923,063.47 

Salaries  and  expenses 104,021,295.13  104,021,295.13 

Construction  of  buildings 216,408.00  216,408.00 

Vocational  RehabiUtation — Administrative 

expenses 115,000.00  299,000.00  414,000.00 

Vocational    rehabilitation    program    pay- 
ment                1,493,049.00  6,534,305.53  8,027,354.53 

To  Federal  old-age  and  survivors  insurance 

trustfund 547,828,438.00  3  _io,  980,  555.  00  536,847,883.00 

Total  expenditures 8,973,331,923.59  1,996,578,809.78  10,969,910,733.37 

Balance 1,686,160,638.08  335,445,111.17  2,021,605,749.25 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


June  30, 1966 


Fiscal  year  1967, 
increase,  or 
decrease  (— ) 


June  30, 1967 


Investments  in  public  debt  securities: 
Special  issues.  Federal  disability  insurance 
trust  fund  series  maturing  June  30: 

Treasury  notes: 

4J^%  of  1971 

4%%  of  1974 

Treasury  bonds: 

25,^%  of  1974 

3?4%  of  1974 

25^%  of  1975 

3M%  of  1975 

3%%  of  1976 

3%%  of  1977 

3%%  of  1978 

^\Wo  of  1979 

41.^%  of  1980 


Total  special  issues. 


Public  issues: 
Treasury  bonds: 
3%%  of  1968  (dated  June  23,  1960). 
Z%%  of  1968  (dated  Sept.  15,  1963). 

3M%  of  1968 - - 

4%  of  1969  (dated  Oct.  1,  1957) 

4%  of  1970  (dated  Jan.  15,  1965).... 
4%  of  1970  (dated  June  20,  1963)... 
4%  of  1972  (dated  Nov.  15, 1962)... 
4%  of  1972  (dated  Sept.  15,  1962)... 

4%  of  1973 

3%%  of  1974 

414%  of  1974 

414%  of  1975-85 

4%  of  1980 

4H%  of  1987-92.. 

41.^%  of  1989-94 

31^%  of  1990 

3H%  Of  1998 


Total  public  issues.. 
Footnotes  at  end  of  table. 


$158, 195,  000.  00   -$83, 300, 000.  00 
309,178,000.00 


77, 
20, 
132, 
20, 
153, 
153, 
153, 
153, 
125, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 


1, 149, 705, 000.  00 


3, 750, 

5, 000, 

5, 000, 

26, 000, 

10, 000, 

14, 000, 

2, 000, 

2, 000, 

16,  500, 

5,000, 

10, 000, 

20, 795, 

30, 250, 

80, 800, 

68, 400, 

10, 500, 

5, 000, 


000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.00 
000.00 


314, 995, 000. 00 


$74, 895, 000.  00 
309, 178, 000.  00 


77, 006, 
20,  738, 
132,894, 
20, 738, 
153,  632, 
153, 632, 
153, 632, 
153, 632, 
125, 606, 


000.  00 
000. 00 
000.00 
000. 00 
000. 00 
000.00 
000. 00 
000.00 
000. 00 


225, 878, 000. 00    1, 375,  583, 000.  00 


3,  750, 

5, 000, 

5, 000, 

26, 000, 

10, 000, 

14, 000, 

2,000, 

2,000, 

16, 500, 

5,000, 

10, 000, 

20, 795, 

30, 250, 

80,800, 

68,400, 

10, 500, 

5,000, 


000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000. 00 
000.00 
000.  00 
000.00 
000.00 
000.00 
000.00 


314, 995, 000.  00 
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Table  69. — Federal  disability  insurance  trust  fund,  June  30,  1967 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


June  30,  1966 


Fiscal  year  1967, 
increase,  or 
decrease  (— ) 


June  30,  1967 


Investments  in  nonguaranteed  securities: 
Federal  home  loan  bank  bonds: 

5%%  of  1967 - $18,000,000.00  .$18,000,000.00 

6H%ofl967  - 30,000,000.00  30,  (M)0, 000.  00 

6%  of  1967 26,000,000.00  26,  000,  0(K).  00 

Federal  intermediate  credit  bank  deben- 
tures: 

6.20%ofl967 10.000  000.00  10,000,000.00 

Federal  National  Mortgage  Association, 
secondary  market  debentures: 
5Jt%ofl968 10,000,000.00  10,000,000.00 

Total  nonguaranteed  securities 94,000,000.00  94,000,000.00 

Participation  certificates: 

Federal  Assets  Liquidation  Trust,  Fed- 
eral National  Mortgage  Association, 
trustee: 
5H%ofl972 50,000,000.00  50,000,000.00 

Total  participation  certificates 50, 000, 000.  00  50, 000, 000.  00 

Total  investments— par  value $1,464,700,000.00  369,878,000.00         1,834,578,000.00 

Unamortized  discount  and  premium  on  in- 
vestments (net) -2,071,510.29  120,922.01  -1,950,588.28 

Total  investments 1,462,628,489.71  369,998,922.01  1,832,627,411.72 

Undisbursed  balance  < — .  223,532,148.37  -34,553,810.84  188,978,337.53 

Totalassets 1,686,160,638.08  335,445,111.17         2,021,605,749.25 

>  Appropriations  are  equal  to  the  amount  of  employment  taxes  collected  as  estimated  by  the  Secretary 
of  the  Treasury  and  adjusted  in  accordance  with  wage  reports  certified  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  for  distribution  to  this  fund,  the  Federal  old-age  and  survivors  insurance  trust  fund,  and 
the  Federal  hospital  insurance  trust  fund. 

2  Includes  $270,000.  00  reiinl:>ursement  of  interest  from  Federal  old-age  and  survivors  insurance  trust  fund. 

3  Reimbursement  from  Federal  old-age  and  survivors  insurance  trust  fund  which  includes  a  refund  of 
$229,170, 00  excess  interest  paid  in  June  1966. 

*  Includes  the  following  balances  in  accounts  as  of  June  30:  1966  1967 

Benefit  payments $223,529,197.37    $188,602,692.07 

Vocational  rehabilitation  program  payments 2,951.00  375,645.46 
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Table  70. — Federal  hospital  insurance  trust  fund,  June  SO,  1967 

'This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  Social  Security  Act  amendments 
approved  July  30,  1965  (42  U.S.C.  1395(i))] 


I.    RECEIPTS   AND    EXPENDITURES    (EXCLUDING 

INVESTMENT   TRANSACTIONS) 

Cumulative 

through 
June  30,  1966 

Fiscal  year  1967 

Cumulative 

through 
June  30,  1967 

Receipts: 
Appropriations  ' 

Less  refund  of  internal  revenue  collec- 

$862, 000, 000. 00 

$2, 482, 722, 429. 53 

$3,344,722,429.53 

Deposits  by  States .                 

46,796,913.88 
6,898,007.15 

205,961,977.52 

45, 882, 460.  55 

337, 850, 000. 00 

16, 305, 000.  00 
8,344.91 

252, 758, 891. 40 

Interest  and  profits  on  investments 

52, 780, 467.  70 
337, 850, 000. 00 

Payments  from  railroad  retirement  ac- 
counts                     -      -                    

16, 305, 000. 00 

Other 

8, 344. 91 

Total  receipts 

915,694,921.03 

3, 088, 730, 212.  51 

4, 004, 425, 133. 54 

Expenditures: 

2,507,772,978.73 

4, 100, 700.  64 

2  827, 437. 00 

81,904,942.34 

2,107,000.00 

2, 507, 772, 978.  73 

Administrative  expenses: 
To  general  fund... 

1,706,531.62 
62,784,855.00 

5, 807,  232. 26 

To  Federal  old-age  and  survivors  insur- 
ance trust  fund --- 

63, 612, 292. 00 

Salaries  and  expenses 

81,904,942.34 

Public  health  services -      

2,107,000.00 

64,491,386.62 

2, 596, 713, 058.  71 

2, 661, 204, 445. 33 

Balance... 

851,203,534.41 

492,017,153.80 

1,343,220,688.21 

Footnotes  at  end  of  table. 
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Table  70. — Federal  hospital  insurance  trust  fund,  June  SO,  1967 — Continued 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30, 1966 


Fiscal  year  1967, 
increase,  or 
decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special  issues,  Federal  hospital  insurance 
trust  fund  series  maturing  June  30: 
Certificates  of  indebtedness: 

4>g%  of  1967 - -. 

Wi%  of  1968 

Treasury  notes: 
4J^%  of  1968. 


4?-4%  of  1969. 
4Ji%  of  1969. 
AVsJo  of  1970. 
4J^%ofl971. 
4^4%  of  1972. 
45-4%  of  1973. 
4k%  of  1974. 


Total  special  issues. 


Investments  in  nonguaranteed  securities: 
Federal  land  bank  bonds: 
6J^%  of  1967 

Federal  National  Mortgage  Association 
secondary  market  operation  deben- 
tures: 
6%  of  1967 


Total  nonguaranteed  securities. 


Participation  certificates: 

Federal  Assets  Liquidation  Trust,  Fed- 
eral National  Mortgage  Association, 
trustee: 
5.20%  of  1982 


Total  participation  certificates- 


Total  investments,  par  value 

Unamortized  discount  and  premium  on 
investments  (net) _._ 


Total  investments. 

Undisbursed  balance 

Total  assets 


$52, 383, 000.  00 
52, 383, 000.  00 


52,383,000.00 

52,383,000.00 

576, 226, 000.  00 


-$52, 383, 000. 00 
15, 718, 000.  00 

-52,383,000.00 

46,131,000.00 

-52,383,000.00 

-6,252,000.00 


$15, 718, 000. 00 

"46,"i3i,'ooo."6o 


46,131,000.00 

46, 131, 000. 00 

415, 179, 000. 00 


785, 758, 000. 00 


405, 889, 000.  00 


46, 131, 000.  00 

576, 226, 000.  00 

46, 131, 000.  00 

46,131,000.00 

415, 179, 000. 00 


1, 191, 647, 000. 00 


15, 000, 000. 00 
41, 500, 000. 00 


66, 500, 000. 00 


15, 000, 000.  00 
41, 500, 000.  00 


56, 500, 000. 00 


785, 758, 000. 00 


785, 758, 000.  00 
65, 445, 534.  41 


851, 203, 534.  41 


50, 000, 000.  00 


50, 000, 000.  00 


512,389,000.00 
20, 894. 07 


512, 409, 894. 07 
-20, 392, 740. 27 


50, 000, 000.  00 


50, 000, 000.  00 


1,298,147,000.00 
20, 894. 07 


1, 298, 167, 894.  07 
45, 052, 794. 14 


492, 017, 153. 80 


1, 343, 220, 688. 21 


•  Appropriations  are  equal  to  the  amount  of  employment  taxes  collected  as  estimated  by  the  Secretary  of 
the  Treasury  and  adjusted  in  accordance  with  wage  reports  certified  by  the  Secretary  of  Health,  Education, 
and  Welfare  for  distribution  to  this  fund,  the  Federal  old-age  and  survivors  insurance  trust  fund,  and  the 
Federal  disability  insurance  trust  fund. 

2  Reimbursement  including  $69,145  interest. 
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Table  71. — Federal  supplementary  medical  insurance  trust  fund,  June  SO,  1967 

[This  tnist  fund  was  established  in  accordance  with  the  provisions  of  the  Social  Secmity  Act  amendments 
approved  July  30,  1965  (42  U.S.C.  1395(t))] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30, 1966 

Fiscal  year  1967 

Cumulative 

through 
June  30,  1967 

Receipts: 

Premiums  transferred  from  Federal  old-age 

and  survivors  insurance  trust  fund.  Federal 

disability   insm-ance   trust   fund,   railroad 

retirement  account,  and  civil  service  re- 

$527,901,607.14 
32, 135, 900. 00 

86, 644, 135.  41 

623, 000, 000. 00 

15, 041, 275. 05 

10,879.22 

$527,901,607.14 
32, 135, 900.  00 

86,644,135  41 

Premiums  deposited  by  States      .       

Premium    collections    by    Social    Security 
Administration 

Federal  matching  contributions.. 

623,000,000  00 

Interest  on  investments       -  .      

15,041,275.05 
10,879  22 

Miscellaneous  income 

Total  receipts 

1,284,733,796.82 

1, 284, 733, 796  82 

Expenditiu'es: 

664,260,684.06 

107,969,999.30 
9, 745. 00 
82,655.00 

25,214,668.00 
1,405,000.00 

664,260,684.06 

107,969.999.30 

9, 745. 00 

82, 555. 00 

25,214,668  00 

Administrative  expenses: 
Salaries  and  expenses 

To  civil  service 

To  Federal  old-age  and  survivors  insurance 
trust  fund 

To  Public  Health  Service 

1,405,000.00 

Total  expenditures 

798,942,651.36 

798,942,651  36 

Balance... 

485,791,145.46 

485, 791, 145. 46 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30, 1967 

Fiscal  year 

1967,  increase 

or  decrease  (— ) 

June  30, 1967 

Investments  in  public  debt  securities: 
Special  issues.  Federal  supplementary  medi- 
cal insurance  trust  fund  series,  maturing 
June  30: 
Treasury  certificates  of  indebtedness: 
43^%  of  1968.... 

$31,923,000.00 

31,923,000.00 
31,923,000.00 
31,923,000.00 
31,923,000.00 
31,923,000.00 
287,311,000.00 

$31, 923, 000.  00 

Treasury  notes: 
4^%  of  1969 

31,923,000.00 

4Ji%  of  1970 

31,923,000  00 

4M%  of  1971 

31,923,000.00 

4Ji%  of  1972 

31,923,000.00 

4^%  of  1973 

31,923,000.00 

4M%  of  1974 

287, 311, 000. 00 

Total  investments.. . 

478,849,000.00 
6,942,145.46 

478, 849, 000. 00 

Undisbursed  balance 

6, 942, 145. 46 

Total  assets 

485,791,145.46 

485, 791, 145. 46 
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Table  72. — Federal  old-age  and  survivors   insurance  trust  fund,   June  SO,   1967 

[This  trust  fund,  the  successor  of  the  old-age  reserve  account,  was  established  in  accordance  with  the  pro- 
visions of  the  Social  Security  Act  Amendments  (42  U.S.C.  401).  For  further  details  see  annual  reports 
of  the  Secretary  for  1940,  p.  212  and  1950,  p.  42] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

Fiscal  year 

Cumulative 

through 

1967 

through 

June  30, 1%6 

June  30, 1967 

Receipts: 

Appropriations' $151,177,450,053.81  $20,994,312,207.80    $172,171,762,261.61 

Less  refund  of  internal  revenue  collec- 
tions  -1,364,299,875.00  -262,718,875.00      -1,627,018,750.00 

Deposits  by  States 8,764,999,312.30  1,835,408,473.55       10,600,407,785.85 

Interest  and  profits  on  investments 9,351,345,377.40  725,327,101.43        10,076,672,478.83 

Transfers  from  generalfund  2 15,386,400.00  78,000,000.00              93,386,400.00 

Payments    from    railroad    retirement    ac- 
count  35,393,000.00    35,393,000.00 

Others 20,706,683.80  873,994.21              21,580.678.01 

Total  receipts 168,000,980,952.31  23,371,202,901.99      191,372,183,854.30 

Expenditures: 

Benefit  payments 141,724,642,454.63  18,885,714,203.69      160,610,356,658.32 

Construction  of  buildings 37,181,422.11  1,170,516.86              38,351,938.97 

To  milroad  retirement  account 3,122,017,000.00  508,046,000.00          3,630,063,000.00 

Administrative  expenses: 

Salaries  and  expenses  < - -  3,001,970,767.47  289,569,208.31         3,291,539,975.78 

To  general  fund 800,548,677.75  52,422,814.66             852,971,492.41 

To   Department  of  Health,   Education, 

and  Welfare 33,831,350.00  4,986,275.00              38,817,625.00 

From  Federal  disability  insurance  trust 

fund.... -529,589,370.00  11,019,385.00         -518,569,985.00 

From   Federal  hospital  insurance  trust 

fund -61,857,000.00  -743,292.00            -62,600,292.00 

From    Federal    supplementary    medical 

insurance  tru.st  fund -24,225,668.00           -24,225,668.00 

Vocational     Kehal)ilitatioii-.\dniimstrative 

expenses 90,000.00  90,000.00 

Total  expenditures 148,128,745,301.96  19,728,049,443.52      167,856,794,745.48 

Balance 19,872,235,650.35  3,643,153,458.47       23,515,389,108.82 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1966 


Fiscal  year 
1967,  increase, 
or  decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special   issues.    Federal   old-age   and   sur- 
vivors   insurance    trust    fund    series 
maturing  June  30: 

Certificates  of  indebtedness: 
4%%  of  1968 

Treasury  notes: 

43^%  of  1968 

47^%  of  1969 

AVsVo  of  1970 

4'/g%  Of  1971 

iH%  of  1974 

Treasury  bonds: 
2^%  of  1970 


2H7o  of  1971. 
2^6%  of  1972., 
2H%  of  1973.. 
2H%  of  1974.. 
256%  of  1975.. 
3H%  Of  1975- 
3%%  of  1976. 
3%%  Of  1977.. 
3^%  of  1978. 
iH%  of  1978. 
4H%  of  1979. 
4>i%  Of  1980.. 


$363, 207, 000. 00 

1,080,011,000.00 

296, 526,  000. 00 

1,080,011,000.00 


783,  485, 

1,080,011, 

1,080,011, 

1,080,011, 

1,080,011, 

919,934, 

160, 077, 

1,080,011, 

1,080,011, 

658, 444, 

421, 567, 

1,080,011, 

1,080,011, 


000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 


$940,393,000.00 
-223, 689, 000. 00 

"2."726,'279,'666."66 


$940, 393, 000. 00 

139,  618, 000. 00 
1, 080,  Oil,  000. 00 

296, 526, 000. 00 
1,080,011,000.00 
2, 720,  279,  000. 00 


783, 485, 

1,080,011, 

1,080,011, 

1,080,011, 

1,080,011, 

919, 934, 

160, 077, 

1,080,011, 

1,080.011, 

658,  444, 

421,  567, 

1, 080,  Oil, 

1, 080,  Oil, 


000.00 
000.00 
000.00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 


Total  special  issues. 
Footnotes  at  end  of  table. 


14,403,350,000.00       3,437,083,000.00        17,840,433,000.00 


TABLES 


675 


Table  72.— Federal  old-age  and  sxirvivors  insurance  trust  fund,  June  30,  1967- 

II.  ASSETS  HELD  BY  THE  TKEASURY  DEPARTMENT— CoiiUuu('<l 


-Con. 


June  30,  1966 


Fiscal  year 
1967,  increase, 
or  decrease  (— ) 


June  30, 1967 


$22, 
33, 

7, 

17, 

5, 

57, 

15, 

100, 
38, 
24, 
61, 
6, 
78, 
60, 

153, 

449, 
25, 
33, 
91, 

556, 
70, 

552, 
1,  064. 


180,  000.  00 
000,  000.  00 
250.  00 
000,  000.  00 
450, 000.  00 
000,  000.  00 
500,  000.  00 
000, 000.  00 
000,  000.  00 
000,  000.  00 
500, 000.  00 
934, 000.  00 
352,  000.  00 
023,  000.  00 
200,  000,  00 
100,  000.  00 
450,  000.  00 
700,  000.  00 
000,  000.  00 
300,  000.  00 
250,  000.  00 
170,  000.  00 
037,  000.  00 
902. 000.  00 


Investments  in  public  debt  securities — Con. 
Public  issues: 
Treasury  bonds: 

2i^i%  of  1964-69  (dated  Apr.  15,  1943)...  $22,180,000.00    

2H%  of  1964-69  (dated  Sept.  15,  1943)...  33,  000,  000.  00    

2^%  of  1967-72  (dated  Oct.  20,  1941)...  250.00 

3?4%  of  1968 7,  000, 000.  00 

V/^%  of  1968 -.  17, 450,  000.  00    

4%  of  1969  (dated  Aug.  15, 1962) 5,  000,  000.  00    

4%  of  1969  (dated  Oct.  1,  1957) 57,500,000.00    

4%  of  1970 15, 000,  000.  00 

4%  Of  1971 100, 000, 000.  00    

4%  of  1973- 38,  000,  000.  00    

3>8%  of  1974 24, 500,  000.  00    

4J/^%of  1974 61,934,000.00    

4H%  of  1974 6, 352,  000.  00    

41-4%  of  1975-85 78,023,000.00    

3H%  of  1978-83 60.200,000.00    

4%  of  1980 153, 100,  000.  00    

3).o%  of  1980 449,  450,  000.  00    

VA%  of  1985 25,  700,  000.  00    

41.4%  of  1987-92 33,  000,  000.  00    

4H%  of  1989-94 91, 300,  000.  00    

3}-'.%  of  1990 556, 250,  000.  00    

3%  of  1995 70, 170,  OUO.  00    

3  !.<■-%  of  1998 552,037,000.00    

2%%  Investment  Series  B-1975-80 1,  064. 902,  OOP.  00    

Total  public  issues 3,  522,  048, 250.  00    

Investments  in  nonguiiranteed  securities: 
Federal  land  Ijank  bonds: 

5' s%  of  1967 $15, 000,  000.  00 

Federal  home  loan  bank  bonds: 

5''8%  of  1967 18,  000,  000.  00 

6%  of  1967 26,  000,  000.  00 

6J4%  of  1967 — .  30,  000, 000.  00 

55^8%  Of  1968 25,000,000.00 

Federal  intermediate  credit  bank  deben- 
tures: 

5.15%  of  1967 17,000,000.00 

6.20%  of  1967 10,  000,  000.  00 

Federal  National  Mortgage  Association 
secondary  market  operations  deben- 
tures: 

5" 8%  of  1968 10,  000,  000.  00 

51,^%  of  1969 25,  000,  000.  00 

6%  of  1969 41,  500,  000.  00 

Total  nonguaranteed  securities 217, 500, 000. 00 

lavestments  in  participation  certificates: 

Federal  Assets  Liquidation  Trust,  Fed- 
eral National  Mortgage  Association, 
trustee: 

5i-<;%  of  1972 50,  000,  000.  00 

5.20%  of  1982 100,  000,  000.  00 

5.10%  of  1987 50.  000,  OOP.  00 

Total  participation  certificates 200,000,000.00 

Total  investments,  par  value 17, 925, 398,  250.  OP  3,  854,  583,  000.  00 

Unamortized  prenuum  and  discount  (net) .  —16, 742,  871. 12  860, 458.  45 

Total  investments 17, 908. 655, 378.  88  3, 855. 443, 458.  45 

Undisbursed  balance  5 1.963.580.271.47  -212,289.999.98 

Total  assets 19,872,235,650.35  3,643,153,458.47 


3, 522,  048, 250.  00 


15,  000,  000.  00 

18,  000,  000.  00 
26,  000,  000.  00 
30.  000,  000.  00 
25,  000,  POO.  00 


17,  ono,  000. 00 

10, 000,  000.  00 


10,  OOP,  PPO.  00 
25,  000,  000.  00 
41,  500,  000.  00 

217, 500,  OOP.  00 


50,  000,  000.  00 
100,  000,  000.  00 
50,  000.  000.  00 

200,  000,  000.  00 

21,  779, 981, 250.  00 
-15,882,412.67 

21,  764,  098, 837.  33 
1, 751, 290, 271.  49 

23,  515, 389, 108. 82 


1  Appropriations  are  equal  to  the  amount  of  employment  taxes  collected  as  estimated  by  the  Secretary 
of  the  Treasury  and  adjusted  in  accordance  with  wage  reports  certified  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  for  distribution  to  this  fund,  the  Federal  disability  Insurance  trust  fund,  and  the  Federal 
hospital  insurance  trust  fund. 

-  In  connection  with  payments  of  benefits  to  survivors  of  certain  World  War  II  veterans  who  died  within 
3  years  after  separation  from  active  service. 

3  Incidental  recoveries,  and,  beginning  with  fiscal  year  1958,  includes  reimbursement  of  interest  in  the 

net  amount  of  $14,428,498.PP  transferred  from  the  Federal  disability  insurance  trust  fund;  beginning  with 

the  fiscal  year  1966,  $1,012,000.00  from  the  Federal  hospital  insurance  trust  fund;  and  beginning  with  the 

fiscal  year  1967,  $989,000.00  from  the  Federal  supplementary  medical  insurance  trust  fund. 

*  Paid  directly  from  the  trust  fund  begirming  with  the  fiscal  yeiu"  1947  under  annual  appropriation  acts. 

5  Includes  the  following  balances  in  accoimts  as  of  June  30: 

1966  1967 

Benefit  payments $1,956,498,224.24    $1,738,326,446.78 

Salaries  and  expenses 6,257,253.41  12,558,913.74 

Construction  of  buildings 824,793.82  404,910.97 
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Table  73. — Foreign  service  retirement  and  difiability  fund,  June  oO,  1.967 

[This  trust  fund  was  estahlislicd  in  accordance  with  the  provisions  of  the  act  of  May  24,  1924,  and  the  act  of 
Aug.  13,  1946  (22  U.S.C.  1062).  For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  138] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1966 


Fiscal  year  1967 


Cumulative 

through 
June  30,  1967 


Receipts: 
Deductions  from  salaries,  service  credit  payments, 
and  voluntary  contributions  of  employees  sub- 
ject to  retirement  act $47,764,768.86         $4,277,826.04 

Appropriations  ' 25,815,900.00    

Payments  by  employing  agency  ' 16, 996, 732. 61  4, 178, 319.  81 

Receipts  from  civil  service  retirement  and  dis- 

abiUty  fund 5,286,837.92  1,066,088.69 

Adjustments  in  widow  survivor  benefits 15,675.00  4,200.00 

Interest  and  profits  on  investments 21,403,113.95  1,665,326.58 

Total  receipts 117,283,028.34         11,191,761.12         128,474,789.46 

Expenditures: 
Annuity  payments  and  refunds 74,792,703.74         10,582,087.14  85,374,790.88 

Balance 42,490,324.60  609,673.98  43,099,998.58 


$52,  042,  594.  90 
25, 815, 900.  00 
21, 175,  052.  42 

6, 352, 926.  61 

19, 875.  00 

23,  068, 440.  53 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1966 


Fiscal  year  1967 
increase,  or 
decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special  issues,  Treasury  certificates  of  indebted- 
ness,   foreign   service   retirement   fund   series 
maturing  June  30: 

3%  of  1967 $1, 125,  000.  00      -$1, 125,  000.  00 

4%  of  1967 40,463,000.00      -40,463,000.00 

3%  of  1968 1, 125,  000.  00 

4%  of  1968— 41,  020,  000.  00 

Total  investments 41, 588,  000.  00  557,  000.  00 

Undisbursed  balance 902,324.60  52.673.98 

Total  assets 42, 490, 324.  60  609, 673.  98 


$1, 125,  000.  00 
41,  020,  000.  00 

42, 145,  000.  00 
954. 998.  58 

43, 099, 998.  58 


'  Beginning  July  1, 1961,  appropriations  are  not  made  directly  to  the  fund.  Instead,  in  accordance  vi^ith 
the  act  approved  Sept.  8,  1960  (22  U.S.C.  1071(a)),  the  employing  agency  contributes  (from  appropriations 
or  funds  from  which  the  salaries  are  paid)  amounts  equal  to  the  deductions  from  employee's  salaries. 
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Table  74. — Highway  trust  fund,  June  30,  1967 

stablished  in  accordance  with  the  provisions  of  section  209(a)  of  t 
Act  of  1956  (23  U.S.C.  120  note)] 

I.    RECEIPTS    AND    EXPENDITURES    (EXCLUDING   INVESTMENT   TRANSACTIONS) 


[This  trust  fund  was  established  in  accordance  with  the  provisions  of  section  209(a)  of  the  Highway  Revenue 

Act  of  1956  (23  U.S.C.  120  note)] 


Cumulative  Cumulative 

through  June  30,       Fiscal  year  1967       through  June  30, 

1966  1967 


Receipts: 

Excise  taxes  > 

Gasolines... $22,177,864,944.45  $3,137,122,764.38  $25,314,987,708.83 

Diesel  and  special  motor  fuels 953,309,803.86  190,006,073.95  1,143,315,877.81 

Tires  2-. 2,713,771,849.04  481,951,255.36  3,195,723,104.40 

Tread  rubber  2 185,010,053.95  28,043,311.10  213,053,365.05 

Trucks,  buses,  and  trailers  2 2, 141, 621, 407. 09  524, 548, 804. 19  2, 666, 170, 211.  28 

Truck  use 661,242,860.83  111,534,136.61  772,776,997.44 

Inner  tubes  2 177,955,553.74  33,282,230.13  211,237,783.87 

Other  tires 272,718,179.33    272,718,179.33 

Parts  and  accessories  for  trucks,  buses, 

etc.... 7,000,000.00  69,155,006.11  76,155,006.11 

Lubricatiag  oUs 23,000,000.00  108,125,601.94  131,125,601.94 

Totaltaxes. 29,313,494,652.29  4,683,769,183.77  33,997,263,836.06 

Transfer  to  land  and  water  conserva- 
tion fund 32,400,000.00  31,400,000.00  63,800,000.00 

Gross  taxes 29,281,094,652.29  4,652,369,183.77  33,933,463,836.06 


Deduct — Reimbursement  to  general 

fund— refund  of  tax  receipts: 

Gasolme  used  on  farms 846,112,706.09  148,262,871.71  994,375,577.80 

Gasoline  for  nonhighway  purposes  or 

local  transit  systems 197,154,353.74  23,148,804.05  220,303,157.79 

GasoUne,  other 103,007.84    103,007.84 

Tires  and  tread  rubber. 97,416.90 97,416.90 

Trucks,  buses,  and  trailers 66,650.55    66,650.55 

Floor  stock  taxes -640.38  -640.38 

Lubricating  oils  not  used  in  highway 

motor    vehicles 40,096,001.85  40,096,001.85 

Total  refunds  of  taxes 1,043,534,135.12  211,507,037.23  1,255,041,172.35 


Net  taxes 28,237,560,517.17  4,440,862,146.54  32,678,422,663.71 

Interest  on  investment 98,656.300.65  14,225,035.15  112,881,335.80 

Advances  from  general  fund. 489,000,000.00    489,000,000.00 

Less   return    of   advances   to   general 

fund -489,000,000.00    -489,000,000.00 


Net  receipts 28,336,216,817.82        4,455,087,181.69        32,791,303,999.51 


Expenditures: 

Highway  program: 

Reimbursement  to  general  fund 501,018,553.13    501,018,553.13 

Federal  Aid  Highway  Act  of  1956 27,582,854.633.56       3,973,356,015.40       31,556,210,648.96 

Pentagon  road  network... 2,152,100.52  69,953.07  2,222,053.59 

Total  highway  program 28,086,025,287.21       3,973,425,968.47       32,059,451,255.68 

Services  of  Department  of  Labor  (admin- 
istration and  enforcement  of  labor 
standards) 368,225.00    368,225.00 

Interest  on  advances  from  general  fund..  6, 288, 481. 44 6, 288, 481. 44 


Total  expenditures 28,092,681,993.65       3,973,425,968.47       32,066,107,962.12 


Balance 243,534,824.17  481,661,213.22  725,196,037.39 

Footnotes  at  end  of  table. 
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Table  74. — Highway  trust  fund,  June  30,  1967 — Continued 
n.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 

Fiscal  year  1067 
Assets  June  30, 1066  iiicroasc,  or  June  30,  10G7 

decrease  (— ) 

Investments  in  public  debt  securities: 

Special  issues.  Treasury  certificates  of 
indebtedness,  liighway  trust  fund 
series  maturing  June  30: 

4W%ofl967. — -  $237,763,000.00      -$237,763,000.00    

4".^%  of  1968 — - - 721,710,000.00  $721,710,000.00 

Total  investments  237,76.3,000.00  483,947,000.00  721,710,000.00 

Undisbursed  balances 6,771,824.17  -2,285,786.78  3,486,037.39 

Total  assets 243,534,824.17  481,661,213.22  725,196,037.39 

•  Amounts  equivalent  to  specified  percentages  of  receipts  from  certain  taxes  on  motor  fuels,  vehicles, 
tires  and  tubes,  and  use  of  certain  vehicles  are  appropriated  and  transferred  monthly  from  general  fund 
receipts  to  the  trust  fund  on  the  basis  of  estimates  by  the  Secretary  of  the  Treasury,  with  proper  adjustments 
to  be  made  in  subsequent  transfers  as  required  by  section  209(c)  of  the  Highway  Revenue  Act  of  1956,  as 
amended  (23  U.S.C.  120  note).  See  also  the  annual  report  to  Congress  on  the  financial  condition  and  fiscal 
operations  of  the  highway  trust  fund. 

2  Includes  floor  stocks  taxes. 

Table  75. — Judicial  survivors  annuity  fund,  June  30,  1967 
[This  fund  was  established  La  accordance  with  the  provisions  of  the  act  of  Aug.  3, 1956  (28  U.S.C.  376(b))] 
I.  RECEIPTS   AND    EXPENDITURES    (EXCLUDING   INVESTMENT    TRANSACTIONS) 

Cumulative       Fiscal  year       Cumulative 

through  1967  through 

June  30,  1966  June  30,  1967 

RGCCiots* 

Deductions  from  salaries  and  contributions $6, 365, 875.  00         $.S83. 796. 89       $7, 249. 671.  89 

Interest  and  profits  on  investments 541,288.26  128,628.13  669,916.39 

Total  receipts - -.--        6,907,163.26        1,012,425.02  7,919,588.28 

Expenditures: 
Annuity  payments,  refunds,  etc.— 3.794,919.99  539, 808.  70         4.334.728.69 

Balance -- --        3,112,243.27  472,616.32  3,584,859.59 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 

Fiscal  year  1967 

Assets  June  30,  19G6  increase,  or          June  30,  1967 

(lecreixse  (— ) 

Investments  in  public  debt  securities: 
Public  issues: 

Treasury  notes: 

5?6%,  "Scries  R-1971 - $146,000.00  $146,000.00 

Treasury  bonds:  ,„,  „„„  „„ 

3^%ofl968.. $195,000.00     ..   -.. 195,000.00 

4%0fl969                                    - 40,500.00     .. 40,500.00 

4%  of  1971 "          240,000.00    240,000.00 

4%of  1972  (datedSept.  15,  1962).. 150,000.00     150,000.00 

4i.|%ofl973                                 70,000.00    70,000.00 

3il%ofl974 '                169.000.00    169,000.00 

4v!%ofl974 .: 122,000.00 ..—  122,000.00 

4H%  of  1975^85'." 537,500.00    537,500.00 

3W%  of  1978-83                                                          93,500.00  180,000.00  273,500.00 

3V.%ofl980      .—  199,500.00 199,500.00 

4%ofl980                                                500,500.00 500,500.00 

4W%ofl987-9'>                                                             —  274,000.00  145,500.00  419,600.00 

m%  Of  I9I9-94:::::::::::::::.':::-:-...- 167,  000.  00    107, 000.  00 

3il%ofl990 188,500.00    ^f,'^3^ 

3%  of  1995                                                                        -  51,000.00 51,000.00 

3}/j%  of  I998.".".".r.:ii:i--I-I  — 113,500.00    113,600.00 

Total  investments 3,111,500.00  471,500.00  3,583,000.00 

Undisbursed  balance 743. 27  1.116.32  1.8S9S9 

Total  assets 3,112,243.27  472,616.32  3,584,859.59 


TABLES 
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Table  77. — National  service  life  insurance  fund,  June  SO,  1967 

[This  trust  fiuid  was  established  in  accordauec  witli  the  provisions  of  the  act  of  Oct.  8,  1U40 
(38  U.S.C.  720).  For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  143] 

I.    RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1966 


Fiscal  year 
1967 


Cumulative 

through 
June  30,  1967 


RccciDts; 

Premiums  and  other  receipts $11, 803, 920, 125. 35 

Interest  on  investments 3,684,986,225.71 

Payments  from  general  fund 4, 765, 018, 372.  09 

Total  receipts.... 20,253,924,723.15 

E.xpenditures: 

Benefit  payments,  dividends,  and  refunds.  14, 131, 816, 417. 18 

Balance 6,122,108,305.97 


$486, 633,  810.  22 

200,  484, 801. 49 

5,  794, 457.  09 

692, 913,  068. 80 

728, 899, 054.  30 


$12, 290,  553, 935.  57 
3,885,471,027.20 
4,  770, 812, 829. 18 

20, 946, 837,  791.  95 

14, 860, 715, 471. 48 


-35, 985, 985.  50  6,  086, 122, 320. 47 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1966 


Fiscal  year 
19G7,  increase, 
or  decrease  (— ) 


June  30,  1967 


Investments  in  pubUc  debt  securities: 
Special  issues,  national  service  hfe  insurance 

fund  series  maturing  June  30: 
Certificates  of  indebtedness: 

4?i%ofl967. 

Treasury  notes: 

35/^%  of  1967 

3H%otl968 

4?4%of  1968 

35'&%of  1969 

4?i%  of  1969 

354%  of  1970 

4?i%ofl970. 

43^%  of  1971. 

Treasury  bonds: 

3%  of  1967 

3%%  of  1967. 

3%  of  1968 

3%%  of  1968 

3%  of  1969. 

3J4%of  1969. 

3%  of  1970 

3%%  of  1970. 

3%  Of  1971 

3=/i%ofl971. 

3^4%  of  1971. 

3%  of  1972 

35i%of  1972 

3?4%of  1972. 

3%  of  1973 

356%  of  1973. 

3M%of  1973 

3%  of  1974 

35i%ofW74 

3%%  of  1974 

3^%  of  1975 

3%%  of  1975 

3'/^%  of  1976. 

314%  of  1976 

3-5i%ofl976 

3M%of  1977. 

35^%  of  1977 

3?^%  of  1978 

3-5^%  of  1978. 

3=i%of  1979 

35^%  of  1980 

414%  Of  1981 


$13, 696,  000.  00 


6, 

6, 
13, 

6, 
13, 

6, 

13, 

544, 

379, 
7, 

379, 
7, 

379, 
7, 

379, 
7, 

379, 
6, 
7, 

379, 
6, 
7, 

379, 
6, 
7, 

379, 
6, 
7, 
6, 

386, 

343, 
43, 
6, 

386, 
7, 

298, 
95, 

393, 

393, 


946,  000.  00 
946, 000.  00 
696, 000.  00 
946, 000.  00 
696,  000.  00 
946, 000.  00 
696,  000.  00 
480,  000.  00 


000, 
873, 
000, 
873, 
000, 
873, 
000, 
873, 
000, 
946, 
873, 
000, 
940, 
873, 
000, 
946, 
873, 
000, 
946, 
873, 
946, 
873, 
149, 
724, 
946, 
307, 
512, 
259, 
560, 
819, 
819, 


000.  00 
000.00 
000.  00 
000.00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 
000.  00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 
000.00 
000.  00 
000.  00 
000.00 


-$13, 696,  000.  00 
-6, 946,  000.  00 


-379,  000,  000.  00 

-7, 873,  000.  00 

-186,360,000.00 


$6, 946,  000.  00 
13,  696,  000.  00 

6,  946,  000.  00 
13, 696,  000.  00 

6, 946,  000.  00 

13, 696,  000.  00 

544, 480, 000.  00 


225.  452,  000.  00 


192, 640, 
7, 873. 

379,  0(1(1, 
7,  S7:i 

379,  IHHI, 
7,  873, 

379,  000, 

6,  946, 

7,  873, 
379,  000, 

6,  946, 
7, 873. 

379,  000, 
6, 946, 
7, 873, 

379,  000, 
6. 946, 
7, 873, 
6, 946, 

386, 873, 

343, 149, 

43,  724, 

6, 946, 

386, 307, 

7,  512, 
298, 259, 

95,  560, 
393, 819, 
393, 819, 
225, 452, 


000.  00 
000.  00 
000.  00 
000.  00 

000. 00 

000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.00 
000. 00 
000.00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 


Total  special  issues: 6,112,730,000.00       -368,423,000.00         5,744,307,000.00 


Footnotes  at  end  of  tiible. 
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Table  77. — -National  service  life  insurance  fund,  June  30,  1967 — Continued 
II.  ASSETS  HELD  BY  THE  TKEASURY  DEPARTMENT— Continued 

Fiscal  year 
Assets  June  30, 1966  1967,  increase,  June  30, 1967 

or  decrease ( — ) 

Investments  in  nonguaranteed  securities: 
Federal  land  bank  bonds: 

5J^%ofl967.. , $15,000,000.00  $15,000,000.00 

Federal  home  loan  bank  bonds: 

6%ofl967 _ 35,000,000.00  35,000,000.00 

5J^%otl968 - -     25,000,000.00  25,000,000.00 

Federal  intermediate  credit  bank 
debentures: 

6.20%  of  1967 25,000,000.00  25,000,000.00 

5.15%ofl967 17,000,000.00  17,000,000.00 

Federal  National  Mortgage  Association 
secondary  market  operations  deben- 
tures: 

5i^%ofl969 25,000,000.00  25,000,000.00 

6%0fl969 42,500,000.00  42,500,000.00 

Total  nonguaranteed  securities 184,500,000.00  184,500,000.00 

Investments  in  participation  certificates: 
Federal    Assets     Liquidation     Trust, 
Federal    National    Mortgage    Asso- 

4.75%of  i969.....' 25,000,000.00  25,000,000.00 

534%ofl969 25,000,000.00  25,000,000.00 

5.20%ofl972 25,000,000.00  25,000,000.00 

5.20%ofl972 75,000,000.00  75,000,000.00 

Total  participation  certificates 150,000,000.00  150,000,000.00 

Total  investments $6,112,730,000.00         -33,923,000.00         6,078,807,000.00 

Undisbursed  balance _ 9,378,305.97  -2,062,985.50  7,315,320.47 

Total  assets 6,122,108,305.97         -35,985,985.50         6,086,122,320.47 

Note.— Policy  loans  outstanding,  on  basis  of  information  furnished  by  the  Veterans'  Administration, 
amounted  to  $656,224,079.08  as  of  June  30,  1967. 
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Table  78. — Pershing  Hall  Memorial  fund,  June  SO,  1967 

[This  special  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  June  28, 1935,  as  amended 
(36  U.S.C.  491).  For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  155] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 

Cumulative  Cumulative 

through  Fiscal  year  1967  through 

June  30, 1966  June  30, 1967 

I^ccciDts* 

Appropriations $482,032.92    $482,032.92 

Profits  on  investments 6,783.21    5,783.21 

Net  increase  in  book  value  of  bonds 12,000.35    12,000.35 

Interest  earned 166,998.88  $7,385.00  174,383.88 


Total  receipts 666,815.36  7,385.00  674,200.36 


Expenditures: 

Claims  and  expenses 288,629.70    288,629.70 

National  Treasurer,  American  Legion 163,306.38  7,385.00  170,091.38 

Total  expenditures 451,936.08  7,385.00  459,321.08 


Balance 214,879.28    214,879.28 

IL  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 

Fiscal  year 
Assets  June  30, 1966         1967  increase,         June  30, 1967 

or  decrease  (— ) 

Investments  in  public  debt  securities: 
Public  issues: 

Treasury  bonds,  31^%  of  1990 $211,000.00 $211,000.00 

Undisbursed  balance 3,879.28    3.879.28 


Total  assets - 214,879.28    214,879.28 


TABLES 
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Table  79. — Philippine  Government  pre-19S4  bond  account,  June  SO,  1067 

[This  special  trust  account  was  established  iii  accordance  with  the  provisions  of  the  act  of  Aug.  7,  1939  (22 
U.S.C.  1393),  for  the  payment  of  bonds  issued  prior  to  May  1, 1934,  by  provinces,  cities,  and  municipalities 
of  the  Philippines] 

I.  RECEIPTS    AND    EXPENDITURES    (EXCLUDING    INVESTMENT    TRANSACTIONS) 


Cumulative 

through  June 

30,  1966 

Fiscal  year 
1967 

Cumulative 

tlirough  June 

30, 1967 

Receipts: 

Taxes  on  exports 

$1,  586, 135.  92 

3, 737, 151.  79 

43, 100.  00 

13, 141. 85 

6, 269, 750.  00 
15,646,589.37 

27,295,868.93 

$1  586  135  92 

Interest  and  profits  on  investments  ' 

Sale  of  stock  of  Bank  of  Philippine  Islands 

3, 737, 151. 79 
43  100  00 

Deposit  of  the  Philippine  Government.. .. 

13, 141. 85 
6,269  750.00 

U.S.  Treasury  bonds  from  the  Philippiae  Govern- 
ment  

Annual  payments  by  the  Philippine  Governmient 

15, 646,  589.  37 

Total  receipts ...    

27, 295,  868.  93 

Expenditures: 

Interest  on  outstanding  Philippine  bonds 

2,443,220.06 
1,838,000.00 

19, 182, 300. 00 

3, 533,  585. 13 

153, 752.  03 

2, 443, 220. 06 

Return  of  excess  cash  to  the  Philippine  Governnient 

1, 838, 000.  00 

Payment  of  matured  bonds  of  the  Philippine  Gov- 
ernment  

Cancellation  of  Philippine  bonds  at  cost  - 

$1, 000.  00 

19,183,300.00 
3  533  585. 13 

Losses  on  securities  sold ...  

153  752.03 

Total  expenditures 

27, 150, 857.  22 

1, 000.  00 

27, 151, 857.  22 

Balance 

145,  Oil.  71 

-1,000.00 

144,011.71 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 

Assets 

June  30,  1906 

Fiscal  year 
1967,  increase, 
or  decrease  (— ) 

June  30,  1967 

Undisbursed  balance .           .. 

$145,  Oil.  71 
145,  Oil.  71 

-.$1,000.00 
-1,  000.  00 

$144,011.71 

Total  assets  .    . 

144  011.71 

1  Losses  were  netted  against  profits  through  fiscal  1957. 

2  The  face  value  of  the  bonds  canceled  was  $3,436,000. 

Note. — As  of  June  30, 1964,  the  total  principal  and  interest  of  pre-1934  bonds  had  matured. 
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Table  80. — Railroad  rclircmcnl  accounl,  June  30,  1067 

[This  trust,  account  was  estahlislioil  in  accordiuico  with  the  provisions  of  the  act  of  June  24, 1937  (45  U.S.C. 
228o).  For  further  details,  sec  ainiual  report  of  the  Secretary  for  1941,  p.  148] 


I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 

Cumulative 

through 
June  30,  1966 

Fiscal  year 
1967 

Cumulative 

through 
June  30,  1967 

Receipts: 
Tax  collections: 

$13,797,815,438.13 
12,321,509.06 

$789, 828, 305. 55 

-1,822,331.92 

-165, 189. 08 

$14, 587, 643, 743.  68 

10, 499, 177. 14 

Less  refunds  of  taxes  2..   

—  165,189.08 

650. 00 
1,973,883,402.46 

3, 225,  520, 000. 00 

55,867,729.98 
338, 180, 000. 00 

650. 00 

Interest  and  profits  on  investments. 

Payments  from  Federal  old-age  and  sur- 
vivors and  Federal  disability  insurance 

162,607,057.99 

538, 680, 000. 00 

9,150,134.88 
90, 375, 000. 00 

2, 130, 490, 460. 46 
3, 764, 200, 000. 00 

Railroad    unemployment    insurance    ac- 
count: 
Interest  on  advances              .  

65,017,864.86 

428, 655, 000. 00 

19, 403, 688, 729.  63 

1,588,652,977.42 

20, 992, 241, 707. 05 

Expenditures: 

14,434,091,788.65 
136,501,293.45 

1,251,655,544.50 
12, 545, 544. 70 

16,305,000.00 

16, 685, 747, 333. 15 

149, 046, 838. 15 

Payments  to  Federal  hospital  insurance 

16, 305, 000. 00 

Federal  old-age  and  survivors  and  Federal 
disability  insurance  trust  funds: 

26, 831, 000. 00 
35, 393, 000. 00 

589, 556, 000. 00 
17,390.33 

26,831,000.00 

Interest  payments             .    

35, 393, 000. 00 

Advances  to  railroad  unemployment  in- 

29, 250, 000. 00 
2,  540. 24 

618, 806,  000. 00 

19, 930.  57 

Total  expenditures. 

15, 222, 390, 472. 43 

1, 309, 768, 629. 44 

16.  .'532. 149. 101. 87 

Transfer  from  railroad  retirement  supple- 

321,479.09                     321,479.09 

4,181,198,257.20 

279, 215, 827. 07           4, 460, 414, 084. 27 

IL  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30, 1966 


Fiscal  year 
1967,  increase, 
or  decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special  issues,  railroad  retirement  series, 
maturing  June  30: 
Treasury  certificates  of  indebtedness: 

4J^%  of  1967 

4M%ofl968.._. 

Treasury  notes: 

4%  of  1968 -. 

41^%  of  1968 


4J^%ofl968.— 
4i^%ofl969.... 
4J^%of  1969.... 
AVsJo  Of  1969.... 
4H%ofl970.._. 
4J^%  of  1970.... 
4K%ofl971.... 
4?i%0fl974.... 
Treasury  bonds: 

4%  of  1969 

4%  of  1970 

4H%ofl970._. 

4%  of  1971 

4K%ofl971-.. 
4%  of  1972 


$218, 458, 000. 00 


179, 
23, 
15, 
23, 


000. 00 
000. 00 
000. 00 
000. 00 


10, 

10, 

10, 

321, 


000. 00 
000. 00 
000. 00 
000.00 


185,091,000.00 
185,091,000.00 

12.H12,(K)().  00 
18ri,()!tl,0(KI.  00 

2:-!,  110,0(1(1.00 
185,  091, 000. 00 


-$218,458,000.00 
67,114,000.00 

-179,^3,000.00 
-23,110,000.00 
-15,995,000.00 


184, 844, 000. 00 


416,402,000.00 

-184,844,000.00 


$67,114,000.00 


23,110,000.00 
184, 844, 000. 00 
10, 257, 000. 00 
10, 298, 000. 00 
10,257,000.00 
321,044,000.00 
416, 402, 000. 00 

247,000.00 
185,091,000.00 

12,812,000.00 
185,091,000.00 

23,110,000.00 
186,091,000.00 


Footnotes  at  end  of  table. 
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Table  80. — Railroad  retirement  account,   June  SO,   1967 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


June  30,  1966 


Fiscal  year 
1967,  increase, 
or  decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities— Con. 
Special  issues,  railroad  retirement  series, 
maturing  June  30 — Continued 
Treasury  bonds— Continued 

43^%  of  1972.. 

4%  of  1973.-- 

4H%ofl973 

4%of  1974__. 

434%  of  1974- -. 

4%  of  1975 

4}-^%  of  1975-- 

4%  of  1976- , 

43^%  of  1976 

4%  of  1977.-. 

43^%  of  1977 

4%  of  1978--. 

414%  of  1978. _. 

4)^%0fl979-- 

43^%  of  1980.. 


Total  special  issues  . 


Public  issues: 

Treasury  notes: 

3M%,  Series  A-1967 

3^g%,  Series  B-1967 

43i%,  Series  D-1967-- 

5%,  Series  B-1970 

4?i%,  Series  A-1972 

4Ji%,  Series  B-1972._ 

Treasury  bonds: 

3?^%  of  1968 

3J^%of  1968-_ 

4%  of  1969  (dated  Oct.  1, 1957)  _  _ 
4%  of  1969  (dated  Aug.  15,  1962). 

4%  of  1970 

3>^%of  1971__ - 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962)  _ 
4%  of  1972  (dated  Nov.  15,  1962). 

ZVsJo  of  1974 

43i%  of  1975-85-  _. - 

334%  of  1980 

4%  of  1980 

33i%of  1985-_ 

43i%  of  1987-92 -__ 

4%  of  1988-93 .- 

4 Vg%  of  1989-94... 

3H%ofl990_. 

3%  of  1995- 

334%  Of  1998- - 


Total  public  issues. 


Investments  in  nonguaranteed  securities: 
Federal  land  bank  bonds: 

5^%  of  1967 

Federal  home  loan  baiik  bonds: 

55^%  of  1967.... 

6%  of  1967- 

63^%  of  1967 

53^%  of  1968.... -- 

Federal  National  Mortgage  Association 
secondary  market  operations  deben- 
tures: 

5J^%ofl968.. 

6%  of  1969 

Federal  intermediate  credit  bank  deben- 
tures: 
6.20%  of  1967 


Total  nonguaranteed  securities. 


$23, 110, 
185,091, 

23,110, 
185,091, 

23,110, 
185,091, 

23,110, 
185,091, 

23, 110, 
185,091, 

23, 110, 
185,091, 

23,110, 
208,201, 
208,201, 


000.00 
000.00 
000.00 
000. 00 
000.00 
000. 00 
000.  00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 


3,276,886,000.00 


10, 000, 000. 00 
18, 000, 000. 00 
10, 000, 000. 00 
32, 000, 000. 00 


14,000, 

7, 000, 
57, 000, 
51,000, 
35, 000, 
46, 500, 

8, 500, 
33, 500, 
21,000, 
156, 700, 
47,261, 

6,000, 
125,  .550, 

6, 900, 
14,000, 

6,000, 
13, 100, 
38,925, 

3,200, 
31,550. 


000.00 
000. 00 
000. 00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000.00 
000. 00 
000.00 
000. 00 
000.00 
000.00 
000. 00 
000. 00 
000. 00 
000.00 
000.00 
000. 00 


792, 686, 000. 00 


$46,600,000.00 


-10.000,000.00 
-18;  000, 000. 00 
-10,000,000.00 


18, 000, 000. 00 
20,000,000.00 


15,000,000.00 

18, 000, 000.  00 
26, 000, 000. 00 
30, 000, 000. 00 
25,000,000.00 


10, 000, 000.  00 
41,500,000.00 


10,000,000.00 


175, 500, 000. 00 


$23, 110, 
185,091, 

23,110, 
185,091, 

23, 110, 
185,091, 

23, 110, 
185,091, 

23, 110, 
185,091, 

23, 110, 
185,091, 

23, 110, 
208,201, 
208,201, 


000.00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000. 00 
000. 00 
000.00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000.00 


3,323,486,000.00 


32,000,000.00 
18, 000, 000. 00 
20,000,000.00 


14,000, 

7,000, 
57,000, 
51,000, 
35,000, 
46,500, 

8, 500, 
33, 500, 
21,000, 
156, 700, 
47,261, 

6,000, 
125,550, 

6,900, 
14,000, 

6,000, 
13, 100, 
38,925, 

3,200, 
31,550, 


000.00 
000. 00 
000.00 
000. 00 
000.00 
000.00 
000. 00 
000.00 
000. 00 
000. 00 
000.00 
000.00 
000.00 
000.00 
000.00 
000. 00 
000.00 
000.00 
000.00 
000.00 


792,686,000.00 


15,000,000.00 

18, 000, 000.  00 
26,000,000.00 
30,000,000.00 
25, 000, 000. 00 


10,000,000.00 
41, 500, 000. 00 


10,000,000.00 


175,  500, 000.  00 


Footnotes  at  end  of  table. 
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Table  80. — Railroad  retirement  account,  June  30,  1967 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


Assets 

June  30, 19f)6 

Fiscal  year 
1967,  increase, 
or  decrease  (— ) 

Juno  30,  1967 

Investments  in  participation  certificates: 
Federal  Assets  Liquidation  Trust,  Federal 
National  Mortgage  Association,  tras- 
tee: 
5.20%  of  1977 

$50,000,000.00 

$50,000,000  00 

Total  participation  certificates 

50,000,00.00 

50, 000, 000. 00 

Total  investments 

$4, 069, 572, 000.  00 
111,  626, 257.  20 

272,100,000.00 
7,115,827.07 

4,341,672,000.00 
118, 742, 084. 27 

Undisbursed  balance. 

Total  assets 

4,181,198,257.20 

279,215,827.07 

4,460,414,084  27 

'  Includes  the  Goverrunent's  contribution  for  creditable  military  service  under  the  act  of  Apr.  8, 1942,  as 
amended  by  the  act  of  Aug.  1, 1966  (45  U.S.C.  228c-l(n)(p)).  Effective  July  1, 1951,  appropriations  of  receipts 
are  equal  to  the  amount  of  taxes  deposited  in  the  Treasury  (less  refunds)  under  the  Railroad  Retirement 
Tax  Act  (26  U.S.C.  3201-3233). 

2  The  result  of  reclassification,  formerly  included  in  "Unappropriated." 

3  Pursuant  to  act  of  June  24,  1937  (45  U.S.C.  228c(k)). 

*  Beginning  Aug.  1,  1949,  paid  from  the  trust  fund  under  title  IV,  act  of  June  29,  1949  (45  U.S.C.  223  p) 
and  subsequent  annual  appropriations  acts. 


T.vBLE  81. — Railroad  retirement  holding  account,  June  30,  1967 
I.    RECEIPTS   AND    EXPENDITURES    (EXCLUDING    INVESTMENT   TRANSACTIONS) 


Cumulative 

tlirough 
June  30,  1966 

Fiscal  year  1967 

Cumulative 

tlirough 
June  30,  1967 

Receipts: 
Appropriated  tax  collections 

$4, 020.  000. 00 
47,  000. 00 

$4,  020, 000. 00 

Interest  and  profits  on  investments 

47, 000. 00 

Total  receipts..  .  . 

4,067,000.00 

4,067  000.00 

Expenditures: 
Benefit  payments,  etc .  .  ... 

Balance .  ...  . 

4,067,000.00 

4,067,000.00 

IL  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

Jmie  30,  1966 

Fiscal  year 

1967,  increase, 

or  decrease  (— ) 

June  30,  1907 

Investments  in  public  debt  securities: 
Special  issues,  railroad  retirement  series,  ma- 
turing .Inno  30: 
Treasury  certificates  of  indebtedness: 
4Ji%  of  1968 

H.  067,  000. 00 

$4  067  000  00 

Total  investments 

4,  067,  000. 00 

4,  067,  000. 00 

Undisbursed  balance 

Total  assets 

4,067,000.00 

4,  067,  000. 00 

TABLES 
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Table  82. — Railroad  reiireinent  supplemental  account,  June  30,  1967 

The  trust  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  Oct.  30, 19G6  (31  U.S.C.  66b)] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cunnilative 

through 
June  30,  1966 

Fiscal 
year  1967 

Cumulative 

througli 
June  30,  1967 

Receipts: 
Tax  collections: 
Appropriated -. 

$18,033,126.23 

158.32 

153,490.45 

$18, 033, 126. 23 

158. 32 

Interest  and  profits  on  investments  .. 

153  490.45 

Total  receipts 

18, 186, 458. 36 

18, 186, 458. 36 

Expenditures: 

5, 686, 995. 15 
.15 

5, 686, 995. 15 

Interest  on  refunds  of  taxes                  .  . 

.15 

Total  expenditures 

5,686,995.30 

5, 686, 995. 30 

Transfer  to  railroad  retnenient  account 

-321.479.09 

-321,479.09 

Balance 

12,177,983.97 

12  177,983.97 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30,  1966 

Fiscal  year 

1967,  increase 

or  decrease  (— ) 

June  30,  1907 

Investments  in  public  debt  securities: 
Special    issues,    railroad    retirement    series, 
maturing  June  30: 
Treasuiy  certificates  of  indebtedness: 
4M%of  1968-.. 

$10, 977, 000. 00 

$10, 977, 000.  00 

Total  investments 

10, 977, 000.  00 
1, 200, 983. 97 

10, 977, 000. 00 

Undisbursed  balance.     

1,200,983.97 

Total  assets 

12, 177, 983. 97 

12, 177, 983. 97 
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Table  83. —  Unemployment  trust  fund,  June  30,  1967 

'iis  cstablisliCfl  in  accoidance  witli  tlio  provisions  of  Sec.  9()4(a)  of  tlic  S 
5  (42  U.S.C.  1104).  Foifurtlicrdetuilssueaunualieport.  of  the  Secretary 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


[This  trust  fund  wiis  cstal)Hsliefl  in  accordance  witli  tlio  provisions  of  Sec.  9()4(a)  of  tlic  Social  Security  Act 
of  Aug.  14, 1935  (42  U.S.C.  1104) .  For  furtlicr  details  sue  annual  report  of  the  Secretary  for  1941,  p.  145] 


Cunmlative 

through 
June  30,  1966 

Fiscal  year 
1967 

Cumulative 

througli 
June  30,  1967 

State  Unemployment  Accounts 

Receipts: 
Appropriations  from  general  fund  ' 

$138, 024,  733.  38 
45,748,561,171.57 

4, 338, 356,  695.  56 
18, 863,  698.  72 

$138,024  733  38 

Deposits  by  States. 

2  $2,  916,  932,  626.  20 

363, 385, 142.  58 
6,  720, 487.  02 

48,665,493,797.77 
4  701  741  838  14 

Interest  earned: 
Collected 

Accrued 

25  584  185  74 

Total  receipts  . 

50,  243,  806,  299.  23 

3, 287,  038,  255. 80         53,  530, 844, 555. 03 

Expenditures: 
Withdrawals  by  States 

41, 391,  567,  737. 59 

2  2, 001, 190,  682. 87 

43,392,758,420.46 

Advances  to  States.. 

Total  expenditures 

41, 391,  567,  737. 59 

2,  001, 190,  682. 87 

43, 392,  758, 420. 46 

Transfers: 
From   Employment   Security   Adminis- 
tration Account  (1958  Act) 

8,  762,  550. 07 

-107,  226,  031. 89 
236,  765,  000.  00 

46,  282,  805. 47 
-57,  700,  500.  00 

3 10,  853,  027. 21 

19,  615, 577. 28 

-107,226,931.89 
236,  765,  000.  00 

To  tlie  railroad  unemployment  insurance 
account 

From  Federal  uncmplovmcnt  account 

From    Federal    extended    compensation 
account  (reimbursement) 

46,282  805.47 

To  Federal  unemployment  account 

*  -83,  731, 000.  00 

-141,431,500.00 

Net  transfers 

126,882,923.65 

-72, 877,  972.  79 

.'S4  004  <l5n  Sfi 

Balance 

8, 979, 121, 485.  29 

1,212,969,600.14  |      10,192,091,085.43 

Railroad  Unemployment  Insurance 
Accounts 

benefit  payments  account 

Receipts: 
Deposits  by  Railroad  Retirement  Board.  . 
Advances  from  the  railroad  retirement 
account 

2,  283,  290, 157.  44 

589,  556,  000.  00 

106, 187, 199.  00 
15,  000,  000.  00 

221, 951,  616. 40 
25, 994. 44 

130,565,334.35 
29,  250,  000.  00 

2, 419,  855,  491.  79 
018  806  000  00 

From  the  railroad  unemployment  insur- 
ance administration  fund. 

100,  187,  199.00 

Advance  by  Secretary  of  Treasury 

15,  000,  000.  00 

Interest  earned: 
Collected 

79, 106. 19 
1, 463.  00 

222, 030,  722.  59 

Accrued .  . 

27  457.44 

Total  receipts.. 

3,  216,  010,  967.  28 

165, 895,  903.  54 

3, 381, 906,  870. 82 

Expenditures: 

Bencfi t  ixivnien ts, - 

2,879,076,299.46 

12, 338, 198.  54 

338, 180,  000.  00 

15,  000,  000.  00 

19, 398,  592.  24 
55, 867,  729.  98 

70, 985, 485.  91 

2, 950,  061,  785. 37 

To  the  railroad  unemployment  insurance 
administration  fund 

12,  338, 198. 54 

Repayment  of  advances  to  railroad  retire- 
ment account 

'.10,  375,  000.  00 

428,  555,  000.  00 

Repayment  of  advance  to  the  Secretary 
of  the  Treasury. 

15,  000,  000.  00 

Repayment  of  advances  from  general  fund 
for  temporary  unemployment  compen- 
sation benefits.. 

19, 398,  592.  24 

Payment  of  interest  on  advances  from  rail- 
road retirement  account 

9, 150, 134.  88 

65,  017,  864.  86 

Total  expenditures 

3, 319,  860, 820.  22 

170, 510,  620.  79 

3, 490, 371, 441.  01 

Transfers: 
To  the  railroad  unemployment  insurance 
administration  fund  ' 

-3,  464,  997.  48 
107,  226,  931.  89 

5, 381, 405.  98 

-3, 464, 997. 48 

From  Slate  uncinplovnu'iit  funds. 

107,  226,  931. 89 

From  tlic  railroad  unemployment  insur- 
ance a<lmiiiistrati(Hi  fund ''  .          

3, 426,  805. 87 

8,808,211.85 

Net  transfers 

109, 143,  340.  39 

3,  426,  805. 87 

112, 570, 146.  26 

Balance.. 

5,293,487.45 

-1, 187, 911. 38 

4, 105, 576. 07 

Footnotes  at  end  of  part  I; 
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Table  83. —  Unemployment  trust  fund,  June  SO,  1967 — Continued 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS)-Con. 


Cumulative 

tlirough 
June  30,  1966 

Fiscal  year 
1967 

Cumulative 

through 
June  30,  1967 

Railroad  Unemployment  Insurance 
Accounts— Continued 

ADMINISTRATIVE  EXPENSE  FUND 

Receipts: 
Deposits  by  Railroad  Retirement  Board- 
Adjusted    for    prior    year    (unexpended 
balance) 

$69, 480,  503. 82 

7,237,031.36 

1,261,358.77 
14, 579. 03 

$9,099,379.01 

$78,579,882.83 

7,237,031.36 

1,540,844.64 
19,747.88 

Interest  earned: 
Collected .      

279, 485. 87 
5, 168. 85 

77,993,472.98 

9, 384, 033. 73 

87, 377, 506. 71 

Expenditures; 

69,  695, 559. 06 

5,991,821.89 

75,687,380.95 

Transfers: 
From  railroad  unemployment  insurance 
account  * 

3,464,997.48 
-5,381,405.98 

3,464,997.48 
-8, 808, 211. 85 

To    railroad    unemployment    insurance 

-3, 426, 805. 87 

Net  transfers    

-1,916,408.50 

-3, 426, 805. 87 

-5, 343, 214. 37 

B  alance    .    

6,381,505.42 

-34, 594. 03 

6,346,911.39 

Federal  Extended  Compensation 
Account 
Receipts: 
Advances  from  general  fund... 

'  814, 094, 450. 04 

814,094,450.04 

Expenditures: 
Temporary      extended      unemployment 
compensation  payments              .        

767, 216,  227.  65 
772,965,316.72 

-48, 800. 46 
48,800.46 

767, 167, 427. 19 
773,014,117.18 

Repayment  of  advances  from  general  fund. 

Total  expenditures 

1, 540, 181, 544. 37 

1, 540, 181, 544. 37 

Transfers: 
From  employment  security  administra- 
tion account - 

772,369,899.80 
-46,282,805.47 

772,369,899.80 
-46, 282, 805. 47 

Reimbursement  to  State  accounts. -. 

Net  transfers 

726,087,094.33 

726,087,094.33 

Balance 

Employment  Security  Administration 
Account 
Receipts: 
Transfers  (Federal  unemployment  taxes): 

3,792,828,563.27 

-28, 183, 643. 01 

1, 440, 230, 153. 70 

-1,440,230,153.70 

11,074,011.48 
175,912.72 

603,769,343.75 
-5, 971, 809. 96 
278,742,087.00 

-278, 742, 087. 00 

2,616,074.40 
48,381.98 

4,396,597,907.02 

-34, 155, 352. 96 

1, 718, 972, 240. 70 

-1,718,972,240.70 

13,690,085.88 
224, 294. 70 

Less  refund  of  taxes. 

Advance  from  general  (revolving)  fund. 

Less  return  of  advances  to  general 

fund 

Interest  earned: 

Total  receipts 

3,775,894,944.46 

600,461,990.18 

4,376,356,934.64 

Expenditures: 
Administrative  expenses  to  Department 
of  Labor 

1,080,650.00 
72, 426,  554. 93 

2,467,674,688.10 

174,832,158.77 

36,243,732.46 

17,096,110.15 
677,770.55 

284, 000. 00 
18, 173, 566. 72 

539, 854, 764. 18 

7, 598, 968. 16 

6,485,225.77 

3,545,042.19 
273,817.63 

1,364,650.00 
90,  600, 121. 65 

3,007.529,452.28 

182,431,126.93 

42,728,958.23 

20,641,152.34 
951  588  08 

Salaries  and  expenses,   Bureau  of  Em- 
ployment Security 

compensation  and  employment  service 
administration. 

Payments  to  general  fund: 

Temporary     unemployment    compen- 
sation—1958 

Reimbursement  for  administrative  ex- 
penses  

Interest  on  advances  from  general  (re- 
volving) fund    . 

Interest  on  refund  of  taxes 

Total  expenditures 

2, 770, 031, 664. 96 

576, 215, 384. 55 

3, 346, 247, 049. 51 

Footnotes  at  end  of  part  I. 


690   196  7  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  83. —  Unemployment  trust  fund,  June  30,  1967 — Continued 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS)— Con. 


Cumulative 

through 
June  30,  1966 

Fiscal  year 
1967 

Cumulative 

tlirough 
June  30,  1967 

Employment  Security  Administration 

Account— Continued 
Transfers: 
To  State  accounts 

-$8,  762, 550.  07 

-107, 737, 007.  66 

-1,083,956.90 
-15,381,202.36 

-772,369,899.80 

3  -$10,853,027.21 

-59,582,011.82 

-256,332.87 

-$19, 615,  577. 28 
—167,319,019.48 

To  Federal  unemployment  account: 
Excess' .... 

Reduced  tax  credits: 
Alaska 

-1,340,289.77 

Michigan.                     . 

—15,381,202.36 

To  Federal  extended  compensation  ac- 
count..  

—772, 369, 899. 80 

Net  transfers i..—.^.. 

-905,334,616.79 

-70,691,37L90 

-976,025,988.69 

100,528,662.71 

-46,444,766.27 

54, 083, 896. 44 

Federal  Unemployment  Account 

Receipts: 
Appropriations  from  general  fund  •. 

207,350,872.17 

81, 082, 309.  73 
801, 870. 04 

207,350,872.17 

Interest  earned: 
Collected- 

17,360,883.40 
321,074.17 

98, 443, 193. 13 

Accrued 

1, 122, 944. 21 

Total  receipts   .                

289,235,051.94 

17,681,957.57 

306,917,009.51 

Expenditures: 
To  Bureau  of  Emplo>-ment  Security,  De- 
partment of  Labor                   .        

6, 070, 787. 08 

6, 070, 787.  08 

Transfers: 
To  State  unemployment  accounts 

-236,765,000.00 
57,  700,  500. 00 

16, 465, 159. 26 

107,737,007.66 

—236, 765, 000. 00 

From  State  unemployment  accounts 

From  employment  security  administra- 
tion account— reduced  tax  credits 

From  employment  security  administra- 
tion account — excess '             

83,731,000.00 

256, 332. 87 

59,582,011.82 

141,431,500.00 
16,721,492.13 
167,319,019.48 

Net  transfers 

-54,862,333.08 

143, 569, 344.  69 

88,707,011.61 

228,301,931.78 

161,251,302.26 

389,  553, 234. 04 

Summary  of  Balances 

8,979,121,485.29 

5,293,487.45 
6,381,505.42 

1,212,969,600.14 

-1,187,911.38 
-34, 594. 03 

10,192,091,085.43 

Railroad    unemployment    insurance    ac- 
counts: 
Benefit  payments  account. 

4, 105,  576.  07 

6,346,911.39 

Employment  security  administration  ac- 
count   

100,  528, 662.  71 
228,301,931.78 

-46,444,766.27 
161,251,302.26 

54,083,896.44 

Federal  unemployment  account 

389,553,234.04 

Total  assets 

9,319,627,072.65 

1,326,553,630.72 

10,646,180,703.37 

'  Amounts  appropriated  to  the  unemployment  trust  fund  prior  to  enactment  of  the  Employment  Security 
Act  of  1960  representing  tl  le  excess  of  collections  from  Federal  unemployment  tax  over  employment  security 
expenses  (42  U.S.C.  1101  (b)). 

^  Includes  $25,000  duplicate  deposit  by  a  State  agency  returned  to  State  agency  by  U.S.  Treasury  check 
but  not  shown  in  the  State  account. 

3  Represents  transfer  of  $8,994.87  to  Alaska,  $67,485.62  to  California.  $4,655.78  to  Delaware,  $16,  988.51  to 
Indiana,  $8,361.50  to  .Massachusetts,  $3,187.21  to  Minnesota,  $10,452,543.32  to  New  Jersey,  and  $291,810.40  to 
West  Virginia. 

'     Represents  partial  repayment  by  Michigan  and  final  repayment  by  Pennsylvania  of  advances  from  the 
Federal  unemployment  account. 

'  Amount  transferred  pursuant  to  Public  Law  88-133,  approved  Oct.  5, 1963  (77  Stat.  219). 

'  Represents  the  excess  in  the  administrative  expense  fund  transferred  pursuant  to  section  11(d)  of  the 
Railroad  Unemployment  Insurance  Act  (45  U.S.C.  361(d)). 

'  Includes  $36,274,380.68  not  repayable  to  general  fund  pursuant  to  sec.  905(a)  of  the  Social  Security  Act,  as 
amended. 

8  Excludes  unappropriated  receipts  of  —$816,011.82. 

•  Represents  excess  in  the  employment  security  administration  account  transferred  pursuant  to  42  U.S.C. 
1102. 
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Table  83. — Unemployment  trust  fund,  June  30,  1967 — Coutinued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT  (ACCRUAL  BASIS) 


Assets 


June  30, 1066 


Fiscal  year 
1967,  increase, 
or  decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special   issues,    Treasury   certificates   of 
indebtedness,    unemployment    trust 
fund  series  maturing  June  30: 

3J^%ofl967 _- _ 

4%  of  1968 


$7,  074, 789,  000.  00 


$7, 074,  789,  000.  00 
7,  784,  613, 000.  00 


$7, 784,  613,  000.  00 


Total  special  issues. 


7, 074,  789,  000.  00 


709, 824, 000.  00 


Public  issues: 
Treasury  notes: 

ZYe,%  Series  B-1967 

A%%  Series  D-1967 

5%  Series  A-1970- 

b]4%  Series  A-1971 

454%  Series  A-1972 - 

4?4%  Series  B-1972 

Treasury  bonds: 

2H%  of  1964-69  (dated  Apr.  1.5,  1943)-. 

2y2%  of  1964-69  (dated  Sept.  1.5,  1943).. 

2i/^%  of  1965-70... 

33'^%ofl966 

3>^%ofl968... 

3?4%ofl968-.. 

4%  of  1969  (dated  Aug.  15,  1962) 

4%  of  1969  (dated  Oct.  1,  1957) 

4%  of  1970  (dated  Jan.  1,  1965) 

4%  of  1970  (dated  June  20, 1963) 

4%  of  1971 

3^-8%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962) 

4%  of  1972  (dated  Nov.  15,  1962) 

4%  of  1973 

41/8%  of  1973 

3^%  of  1974 

4,1/8%  of  1974 

4Ji%of  1974 

4^%  of  1975-85 

3^%  Of  1978-83 

4%  of  1980 

3J^%ofl980 __ 

3J4%ofl985. 

414%  of  1987-92 

4%,  of  1988-93 

41'^%  of  1989-94 _--. , 

3>i%ofl990 

3}^%  of  1998 

2%%  Investment  Series  B-1975-80 

Total  public  issues 


7,  000,  000.  00 

192, 000, 000.  00 

5,  750,  000.  00 


-7,  000, 000.  00 
-192,000,000.00 


1,  000, 
5,  600, 

15,  000, 
1, 000, 
3,  000, 

31, 500, 
19, 000, 
26, 100, 
119,  250, 
3,  000, 
10, 000, 
12, 000, 
46,  500, 

31,  600, 
48, 000, 

9,  000, 

16,  000, 
127, 000, 

2,640, 

32,  710, 
53,  050, 

106, 000, 
53,  000, 
14,  000, 

104,  000, 

17,  500, 
174, 300, 
112,  221, 

43,  200, 
745, 000, 


000. 00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.00 
000.00 
000.  00 
000.  00 
000.00 
000. 00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 
000.00 
000.  00 
000.00, 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 


2, 186,  821,  000.  00 


Investments  in  nonguaranteed  securities: 
Federal  home  loan  bank  bonds: 

5'/^%  of  1967 - 

6%  of  1967... .__ 

6J^%  of  1967.... 

5H%ofl967 

Federal  intermediate  credit  bank  deben- 
tures: 

5.15%  of  1967.. 

6.20%  of  1967 _ 

4.45%  of  1968 - 

Federal  land  bank  bonds: 

5J^%of  1967 

Federal  National  Mortgage  Association 
secondary  market  operations  deben- 
tures: 

5Ji%  of  1968 

5H%ofl969-._ 

6%dfl969 

4.65%  Of  1969 


68,  200,  000.  00 

7,  000,  000.  00 

192,  000,  000.  00 


-1,000,000.00 


67,  200, 000.  00 


18, 000, 000. 00 
26, 000, 000. 00 
30, 000, 000. 00 
25, 000, 000. 00 


17,000,000.00 
10, 000, 000. 00 
50, 000, 000. 00 

15, 000, 000. 00 


10, 000, 000.  00 
25, 000, 000. 00 
41,  500, 000. 00 
50,  000, 000. 00 


7,  784,  613, 000.  00 


5,  750, 000. 00 

68,  200, 000.  00 

7, 000, 000. 00 

192,  000, 000.  00 

1, 000,  000.  00 
5,  600,  000.  00 
15,  000,  000. 00 


3,  000, 
31, 500, 
19,  000, 
26, 100, 

119, 250, 
3,  000, 
10,  000, 
12,  000, 
46,  500, 
31, 500, 
48,  000, 
9,  000, 
16,  000, 

127, 000, 

2,640, 

32,  710, 

53,  050, 

106,  000, 
53,  000, 
14,  000, 

104,  000, 
17, 500, 

174,  300, 

112,  221, 
43,  200, 

745,  000, 


000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.00 
000. 00 
000.  00 
000.  00 
000. 00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 


2,  254, 021, 000. 00 


18, 000, 000. 00 
26, 000, 000. 00 
30, 000, 000. 00 
25, 000, 000. 00 


17, 000, 000. 00 
10, 000, 000. 00 
50, 000, 000. 00 

15, 000, 000. 00 


10, 000, 000. 00 
25, 000, 000. 00 
41,500,000.00 
50, 000. 000. 00 


Total  nonguaranteed  securities. 


317,  500, 000. 00 


317, 500, 000. 00 


277-468— 6S- 


-46 
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Table  83. —  Unemployment  trust  fund,  June  30,  1967 — Continued 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT  (ACCRUAL  BASIS)- 

Continued 


Assets 

June  30, 1966 

Fiscal  year 
1967,  increase, 
or  decrease  (— ) 

June  30, 1967 

Investments  in  participation  certificates: 
Federal  Assets  Liquidation  Trust,  Federal 
National  Mortgage  Association,  trustee: 
4  75%  of  1969                          

$25, 000, 000. 00 
50, 000, 000. 00 
100, 000, 000. 00 

$25, 000, 000. 00 

5^%  of  1969          - 

50, 000, 000. 00 

5.20%  of  1972 

100, 000, 000. 00 

Total  participation  certificates 

175, 000, 000. 00 

175,000,000.00 

$9, 261,  610, 000. 00 

-9, 242, 595. 30 

782,900.89 

1,269,524,000.00 

694, 737. 62 

16,597.90 

10,631,134,000.00 

-8, 547, 857. 68 

799, 498. 79 

9,253,150,305.59 
6,242,098.00 

274,700.54 
292, 139. 12 

1, 270, 235, 335. 52 
45,443,825.04 

171,514.09 
-81,821.89 

10,523,386,641.11 

Unexpended  balances: 

60, 686, 923. 04 

Railroad   unemployment   insurance   ac- 
counts: 

446, 214. 63 

210,317.23 

Employment  security  administration  ac- 
count             .    

40,785,766.04 

3, 688, 202. 92 

44,473,968.96 

Subtotal                         

9, 299, 745, 009. 29 
19,882,063.36 

1,319,457,055.68 
7,096,575.04 

10, 619, 202, 064. 97 

26,978,638.40 

Total  assets  —            

9,319,627,072.65 

1,326,553,630.72 

10,646,180,703.37 
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TxVBLE  84. — U.S.  Government  life  insurance  fund,  June  30,  1967 

[  This  trust  fund  operates  in  accordance  with  the  provisions  of  the  act  of  June  7, 1924,  as  amended  (38  U.S.C. 
755).  For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  142] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

tlirough  June  30, 

1966 


Fiscal  year 
1967 


Cumulative 

tlirough  June  30, 

1967 


Receipts: 

Premiums  and  other  receipts. $2,104,152,012.49  $12,606,937.00  $2,116,758,949.49 

Interest  and  profits  on  investments 1,265,633,640.96  30,397,986.90  1,296,031,627.86 

Payments  from  general  fund  1 —250,436.11  71,898.90  —178,537.21 

Total  receipts 3,369,535,217.34  43,076,822.80  3,412,612,040.14 

Expenditures: 

Benefit  payments,  dividends,  and  refunds  .  2, 430, 759, 020. 06  82, 432, 347.  78  2, 513, 191, 367. 84 

Balance 938,776,197.28  -39,355,524.98  899,420,672.30 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30, 1966 


Fiscal  year  1967 
increase,  or 
decrease  (— ) 


June  30,  1967 


Investments  in  public  debt  securities: 
Special  issues,  U.S.  Government  life  insur- 
ance fund  series  maturing  June  30: 
Treasury  notes: 

4?s%ofl971 

Treasury  bon^ls: 
3H%ofl96- 


3f4%0fl967. 
ZW7o  of  1908. 
3M%0fl968- 
ZW7o  Of  1969- 
3%%  of  1969. 
Zyffo  of  1970 _ 
3M%  Of  1970. 
31.^%  of  1971. 
3%%  of  1971. 
3!^%  of  1972. 
3M%ofl972- 
Z\i%  of  1973. 
3%%of  1973- 
3H%ofl974- 
3?4%ofl974- 
3^4%  Of  1975. 
31.^%  of  1976. 
Z%%  Of  1976- 
31/^%  Of  1977. 
3^6%  of  1977. 
3^%  of  1978. 
4i4%of  1978- 
4H%ofl979- 


Total  speci.i!  issues 

Investment  ta  nonguaranteed  securities; 
Consolidated  Federal  farm  loan  bonds: 
6.05%  of  1967 


Total  investments - 
Undisbursed  balance 


$77, 986, 000.  00 


100, 
670, 
100, 
670, 
100, 
670, 
100, 
670, 
100, 
671), 
100, 
670, 
100, 
670, 
100, 
670, 
770, 
799, 
971, 
963, 
807, 
214, 


000.  00 
000.  00 
000.  00 
000. 00 
000. 00 
000.00 
000. 00 
000. 00 
000. 00 
000. 00 
000.00 
000. 00 
000. 00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 


-$73, 100, 000. 00 

-670, 000.  00 

-73, 100,  000. 00 

-670, 000. 00 

-4, 571, 000.  00 


25, 556, 000.  00 
2, 912, 000.  00 


937, 670,  000.  00   - 123, 643, 000.  00 


937, 670, 000.  00 
1, 106, 197. 28 


83,  250,  000.  00 

-40, 393, 000.  00 
1, 037, 475. 02 


$77, 986,  000. 00 


68,  529, 

670, 
73, 100, 

670, 
73, 100, 

670, 
73, 100, 

670, 
73, 100, 

670, 
73, 100, 

670, 
73, 770, 
67, 799, 
5, 971, 
49, 963, 
23,807, 
48, 214, 
25, 556, 
2, 912, 


000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 


Total  assets. 


938, 776, 197.  28  -39, 355,  524. 98 


814,  027, 000.  00 


83, 250,  000.  00 

897, 277, 000.  00 
2, 143, 672. 30 

899,  420, 672. 30 


1  Included  under  premiums  and  other  receipts  prior  to  fiscal  1962.  Negative  amounts  result  from  adjust- 
ments of  prior  years'  receipts. 

Note. — Policy  loans  outstanding  on  basis  of  information  furnished  by  the  Veterans'  Administration 
amounted  to  $81,906,138.43  as  of  June  30,  1967. 
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Federal  Aid  to  States 

Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 

[On  a  checks-issued  basis  except  wtiere  this  detail  is  not  available  for  all  payments.  Wherever  feasible  ad- 
justment to  a  checks-issued  basis  has  been  made,  footnoted,  and  reported  under  "Adjustments  or  un- 
distributed to  States"] 

PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS 


States,  Territories,  etc. 


Department  of  Agriculture 


Basic 
scientific 
research 
grants ' 


(1) 


Commod- 
ity Credit 
Corpora- 
tion 


Price 

support 

donations  ^ 

C2) 


Coopera- 
tive agri- 
cultuial 
extension 
work 


(3) 


Coopera- 
tive proj- 
ects in 
marketing  3 


(4) 


Coopera- 
tive State 
research 
service 


(5) 


Food 

stamp 

program ' 


(6) 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut - - 

Delaware. - 

District  of  Columbia 

Florida. 

Georgia 

Hawaii--- 

Idaho-.- - 

Illinois -.- - 

Indiana - 

Iowa --. 

Kansas 

Kentucky 

Louisiana — 

Maine 

Maryland -.- 

Massachusetts 

Michigan 

Minnesota-  - 

Mississippi 

Missouri - 

Montana 

Nebraska -- 

Nevada 

New  Hampshire - 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota- 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee -. 

Texas 

Utah - 

Vermont 

Virginia 

Washington -- 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico_ - 

Virgin  Islands, 

Other  Territories,  etc.' -- 

Adjustments  or  undistributed 
to  States 


TotaL 


$91, 983 
8,600 
98, 051 
118,476 
303, 528 
65, 712 
89,936 


159,028 
198, 989 
19, 000 


132, 249 
87, 506 

210, 643 
35, 126 
37, 555 
31, 900 
11,956 
10,000 
89, 194 
71, 040 
73, 921 
73, 134 
22, 622 
17, 630 
39,345 


39, 300 
61, 177 
21, 406 

178,077 

269, 684 
16,000 

147, 459 
51, 150 
70,  520 

134, 399 


51,807 
20, 000 
3,000 
168,  576 
71,541 
11,075 
38, 596 
95, 665 


81,405 
23,403 


3, 651, 364 


54, 057, 102 

127, 699 

1,  743, 428 

2, 478, 004 

5, 661, 041 

1, 062, 379 

749, 284 

510, 572 

221, 839 

4,  746, 380 

5, 515, 958 

505,849 

390, 448 

3, 425, 864 

2, 349, 381 

2,114,027 

1,200,865 

3, 043, 499 

3, 140,  763 

697, 269 

1, 624, 017 

2, 892, 186 

3,673,741 

2, 019, 090 

8,579,417 

3, 438, 357 

440, 641 

674, 799 

139, 753 

426, 347 

1,  748, 463 

1, 120, 281 

10, 070, 810 

4,851,759 

593, 366 

3, 668, 026 

5, 184, 674 

1, 601,  662 

4, 632, 070 

227, 696 

1,915,522 

730, 345 

3,295,015 

6,  583, 174 

865, 398 

350, 942 

2, 265, 528 

2, 037, 434 

1,628,998 

2, 105, 238 

1.59, 304 

8,  749, 016 

112, 140 

186, 226 

'6,115,382 


$2, 560,  740 
218, 716 
536, 049 
2, 124, 659 
2, 038, 401 
811,518 
477, 501 
244, 268 


$55, 013 

15,500 

4,855 

37, 489 

156, 810 
55, 595 
29, 560 
24,000 


$1, 455, 579 
355, 958 
688,750 
1, 242, 932 
1, 553, 074 
837, 496 
604, 236 
448, 720 


138,448,468 


1,014,875 
2, 698, 086 
366, 671 
660,413 
2,417,470 
2, 057, 463 
2, 190,  742 
1,454,700 
2, 686,  779 

1,  714, 973 
562, 202 
801, 466 
642,  593 

2, 227, 524 
2,115,486 

2,  715,  582 
2,382,315 

654, 103 
1, 253, 158 

278, 480 

318, 566 

621, 896 

600, 507 
2, 143, 518 
3, 700, 457 

914, 658 
2, 737, 829 
1,  738, 772 

866, 716 
2,751,827 

223, 383 
1, 962, 987 

875, 166 
2,702,251 
4, 155, 102 

482,172 

394, 042 
2, 229, 474 

999, 869 
1,37.5,277 
2, 105, 656 

420,508 
2,026,926 


'11,669,711 


87,924,203 


118, 234 

47, 781 

36, 400 

15, 906 

58,900 

115, 700 

81,044 

119,921 

102, 010 

121, 485 

60, 078 

69, 349 

80, 427 

166, 303 

83, 898 

109,041 

110,960 

23, 400 

25, 950 


10,689 
73, 874 
45, 760 
127, 945 
151,300 
49, 780 
42, 267 
85,853 
73, 709 
68,680 
4,060 
34, 093 
22, 800 
55, 786 
78, 000 
18, 221 
23, 918 
102, 330 
52, 583 
64, 859 
80,804 
5,230 


32, 795 


845, 876 

1, 555, 636 

470, 931 

695,392 

1, 523, 252 

1,406,955 

1,418,781 

959, 529 

1, 475, 434 

1, 107, 556 

644, 454 

762, 450 

719, 393 

1,  504, 337 

1,429,917 

1, 440, 340 

1,350,713 

084, 080 

900, 936 

448, 003 

497, 541 

762, 893 

551, 440 

1,672,619 

2, 072, 822 

699, 850 

1, 627, 403 

1, 002, 553 

941, 101 

1, 774, 166 

451,996 

1, 229, 129 

717, 630 

1,499,463 

1, 999, 971 

602, 597 

503, 888 

1,474,986 

1, 108, 591 

936, 445 

1,339,810 

517, 625 

1, 409, 927 


« 321, 476 


$1, 690, 785 
13, 591 


3, 573, 113 

6, 208, 527 

1, 773, 402 

241, 553 


1, 364, 312 


889, 841 
403,377 


8, 056, 338 

1, 786,  778 

687, 603 

175, 194 

6,312,231 

5, 415,  733 

11.5,384 

447, 281 


4, 086, 031 
2, 304, 331 
6, 243, 076 
1, 849, 607 
276, 078 
549, 043 


612, 390 

1,898,483 

1, 537, 529 

2, 464, 274 

51,636 

13, 639, 596 


666, 216 

11,342,418 

930, 060 

1, 665, 163 


5, 963, 058 

674, 226 

419, 442 

136, 775 

1,002,065 

1, 125, 389 

7, 165, 682 

1,391,169 

382, 006 


3, 231, 005  64, 246, 632 


-1,501,611 


106,029,175 


Footnotes  at  end  of  table. 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Depaitment  of  Agriculture— Continued 


Forest 
protection, 
utilization, 
and  resto- 
ration ' 


(7) 


National 

forest  and 

school 

funds — 

shared 

revenues  '" 


(8) 


National 
grass- 
lands- 
shared 
revenues 


(9) 


Removal 
of  surplus 
agricul- 
tural com- 
modities 


Value  of 
commodi- 
ties dis- 
tributed 11 

(10) 


Rural 

water  and 

waste 

disposal 

grants 


(11) 


School 
lunch  pro- 
gram 11  12 


(12) 


Alabama 

Alaska. -- 

Arizona..- 

Arkansas -.- 

California 

Colorado _ 

Connecticut 

Delaware 

District  of  Columbia... 

Florida 

Georgia _ 

Hawaii 

Idaho. -  -  - - 

Illinois 

Indiana 

Iowa -- 

Kansas --. 

Kentucky. 

Louisiana 

Maine.. 

Maryland. 

Massachusetts 

Michigan 

Minnesota. 

Mississippi. 

Missouri _ . 

Montana 

Nebraska , 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio... 

Oklahoma 

Oregon __ 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas _ _. 

Utah _ _. 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming. 

Puerto  Rico. 

Virgin  Islands. 

Other  Territories,  etc.s 

Adjustments  or  undistributed 
to  States _ . . 


$437, 271 

88, 887 

14, 305 

445,  391 

1,120,317 

114,445 

220,  646 

27, 927 


$487,  702 
283, 485 
528,  610 
835,  764 
6, 135,  009 
220,  494 


754,  576 
728,  733 

89,  787 
256,  966 
137, 354 
125,  457 

90,  972 
150,  673 
428,  540 
568,680 
456,  938 
200,  681 
239, 191 

1, 147,  543 
526,  840 
578, 393 
459, 443 
219,  287 

73, 100 
116,  659 
178,  608 
230,  081 
136,  948 
574,  214 
651, 101 

43,  853 
313,  835 
199,  918 
765,  819 
503,  767 

88, 353 
559, 808 

49, 182 
454,  670 
521, 366 
101,  554 
129,  927 
596, 199 
705,  255 
306,  936 
749, 496 

77,  518 

15,  292 


232,  722 
317,  968 


1,234,311 

23,  033 

9,615 


100,  738 

328, 456 

4,019 


206,  080 
258,  847 
967,  800 
125,  062 
1, 164,  446 
16,  994 
43, 317 
66, 250 


214,  039 


239, 138 

118 

9,484 

121,  264 

19,  694, 122 

236,  869 


624,  973 

62,  617 

83,045 

636,  094 

131,  527 

120,  924 

104,  751 

6, 130,  715 

175,  432 

139,  945 

133,  878 

1,565 


$322 

448 

28, 249 


11,  932 
366 


2,716 


125 

22, 073 

1,381 


1,460 

"i'ioi 


656 
3,115 


6,939 
697 


259, 360 

624 

7,689 

2,142 

1,645 


45, 122 
13,"  621' 


38,  296 


$3, 504, 090 
110,  293 

1,  505,  787 
2, 140,  235 
4,  889,  401 

917,  570 
647, 151 
440,  978 
191,  601 
4,  099, 416 
4,  764,  095 
436,  899 
337, 228 

2,  958,  894 
2, 029, 144 
1, 825, 870 
1, 037, 179 
2,  628,  648 
2,  712,  656 

602,  226 
1, 402,  652 
2,  497,  961 
3,172,985 

1,  743,  874 

7,  409,  982 

2,  969,  685 
380,  579 
582,  820 
120,  703 
368,  232 

1,  510, 135 
967,  578 

8,  698, 088 
4, 190,  430 

512,  486 
3, 168,  048 
4,  477,  966 
1, 383,  344 

4,  000,  686 
196,  660 

1,  654, 423 
630,  793 

2,  845,  881 

5,  685,  841 
747, 438 
303, 107 

1,  956,  721 
1,  759,  718 
1, 406, 955 
1, 818,  279 

137,  590 

7,  556,  464 

96, 855 

160, 844 

6  25,663,061 


$199, 330 


10,  000 

1, 210,  015 

2,900 

17,  780 


39,  490 
332, 300 


40,  680 
229,  250 
143,  530 
125,  300 
279,  950 
6,000 

17,  410 


30,  780 
47, 135 
58,  700 
30,  200 
138,  090 
62,  550 
20,  500 


17, 000 

19,  000 

20,  000 
36,680 
74, 830 

313,  200 
133,  770 
29,  050 
606,  905 
236,  500 
877, 430 


167,  790 

52,  200 

266, 160 

417, 350 


844,  050 
133, 310 

77,  700 
693,  030 
404,  800 
100,  770 

81,160 


$6, 091, 119 
233,  572 

1,  778,  761 

3,  616, 298 
8,  398,  514 
2, 131,  745 
1, 833,  260 

419, 374 

371, 912 

8, 337,  572 

8,  758,  088 
1, 409,  635 

970,  202 
6,  556, 394 

4,  772,  879 

3,  991,  449 

2,  440, 107 
5, 910,  733 

9,  564,  617 

1,  091, 033 

2,  812,  597 
4, 463,  965 
5, 458,  466 

4,  826, 170 
4, 963,  522 
5, 070, 108 

608,  669 

1,  643, 334 
217,  569 
534,  918 

2,  634,  072 
1,  510, 475 

13, 850,  484 
10,  052, 859 

1,  015,  803 
8,  283,  544 

2,  875,  605 
2,  007,  415 
8,  255,  901 

405,  236 
6, 104,  822 

866, 169 
6, 139,  658 
9, 365, 048 

1,  847,  787 
339,  566 

5, 934,  581 

2,  747, 381 
2, 329, 473 

3,  925,  570 
407, 440 

4,  692,  562 
170, 373 
167, 589 

8  1, 380,  782 


Total. 


17,  772,  702 


42, 451, 222 


139,  958, 225 


8,  644,  575 


206,  586,  777 


Footnotes  at  end  of  table. 
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States,  Territories,  etc. 


Alabama 

Alaska - 

Arizona 

Arkansas. - - 

California - 

Colorado -- 

Connecticut 

Delaware 

District  of  Columbia. ._ 

Florida 

Georgia 

Hawaii  - 

Idaho - - 

Illinois - --- 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana - 

Maine 

Maryland 

Massachusetts. .  _ 

Michigan 

Minnesota. 

Mississippi 

Missouri. 

Montana 

Nebraska 

Nevada 

New  Hampshire - 

New  Jersey.. 

New  Mexico -.. 

New  York. 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.. 

South  Dakota 

Tennessee 

Texas... 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin. 

Wyoming 

Puerto  Rico. 

Virgin  Islands 

Other  Territories,  etc.* 

Adjustments  or  undistributed 
to  States 


Dopartmont  of 
Agriculture— C  on . 


Special 

milk 

program  " 


(13) 


Watershed 
protection, 
flood  pre- 
vention, 
and  resource 
conserva- 
tion and 
develop- 
ment 1^ 

(14) 


Total. 


$1,525,478 

34, 114 

475, 336 

1, 124, 088 

8, 530, 039 

911,118 

1, 534, 864 

328, 945 

916, 660 

1,861,117 

1, 589,  565 

230, 632 

187, 739 

6,  360, 790 

2,  579, 129 

1, 810,  575 

1, 160, 802 

1, 647, 752 

729, 145 

510,  751 

2, 034, 453 

3, 095, 001 

5, 344, 700 

2, 608, 107 

1,287,553 

2, 134, 113 

179, 039 

617, 933 

139, 378 

404, 932 

3, 515.  ,347 

676, 620 

8, 838, 240 

2, 807,  674 

361, 190 

6, 243, 950 

1,039,743 

549, 897 

4, 726, 757 

457, 291 

704, 510 

379, 454 

1,831,536 

3,613,617 

350, 047 

224, 273 

1. 709, 537 

1, 427, 367 

607, 481 

3, 457, 720 

125, 098 


$1, 406, 116 


549,  510 
526, 972 
248, 554 
296, 263 
935, 618 
233, 023 


Department  of  Commerce 


Economic  Development  Administration 


Appa- 
lachian 

assistance  '■ 


(15) 


$1, 221, 265 


608,  518 


25, 035 


100,  999 
67, 840 


-9,488 


95, 531, 709 


812, 
159, 

1, 392, 

9, 614, 
553, 
113, 

2,014, 
484, 

1, 977, 

937, 

139, 

54, 


72, 974, 054 


411,428 
"  1,194,535 


116, 828 


545, 342 


535, 615 
'96i,'55i 


317, 700 


6,116,656 


Appa- 
lachian 
regional 
highways 


(16) 


$2, 894, 167 


13, 886, 632 


579, 563 


2,041,257 
2, 260, 406 


475, 357 
'2,"298,'253 


2, 800, 936 


7,653,    97 
'3,' 765,"  558 


211, 559 


39, 888, 472 


Develop- 
ment 

faciUties 
grants 

(17) 


$521, 964 


648, 700 

1, 619, 384 

191,300 


18, 953 
374, 300 


40,959 
31,529 


35, 772 

830, 782 

1, 395, 300 

272, 024 

16, 133 

10, 452 

538, 789 

335,511 

388, 000 

810, 078 


42,500 


837, 217 
478, 416 


1, 206, 528 

71, 800 

151, 750 

300, 003 

537, 790 

957, 599 

22, 741 

527, 000 

26, 636 

79, 479 


910, 442 
499, 300 
22, 575 


14, 751, 702 


Technical 
and  com- 
munity 
assistance  " 


(18) 


$8, 128 
55, 236 


73, 897 


266, 854 
30, 933 


117,068 
27,305 


107, 920 
107, 148 
29,  787 
45, 408 


182. 656 

1, 038, 041 

79, 725 

75, 345 

41,008 


33,942 
6,420 


29, 241 

100,  Oil 

1,800 

295,897 


52, 117 
"i66,'065 


39,532 
9,000 


46,620 


3, 007, 103 


Footnotes  at  end  of  table. 
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Depart- 
ment 
of  Com- 
merce- 
Continued 

Department  of  Defense 

Federal 
Power 
Commis- 
sion 

Funds 
appropri- 
ated to  the 
President 

States,  Territories,  etc. 

State 
Technical 
Services 

(19) 

Army 

Payments 
to  States 
under 
Federal 
Power 
Act- 
shared 
revenues 

(23) 

Acceler- 

Civil 
defense 

(20) 

Flood 
control 
lands- 
shared 
revenues 

(21) 

National 
Guard 
centers, 

construc- 
tion 

(22) 

ated 
public 
works 
program 

(24) 

$36, 500 
15, 000 
29, 000 
62, 096 

126, 483 
30, 000 
13,050 
14, 000 
37, 700 
74, 917 
74,864 
25, 370 
19,  930 

144, 283 

$440, 033 
118, 644 
237,  551 
415, 088 

3, 857, 665 
292,876 
214, 695 
122, 006 
136, 735 
869, 954 
624, 905 
338,  667 
134, 857 
730. 413 
186, 954 
535.  259 
266. 740 
208, 934 
358, 830 
311,604 
591,  799 
761, 133 
634, 773 
698, 948 
189,817 
628, 772 
126, 099 
239, 856 
118, 123 
78, 174 
516, 905 
101, 056 

4, 391, 195 
772, 175 
155, 572 
289. 184 
402, 254 
113,210 
869,  618 
121, 695 
300, 685 
203, 991 
229, 530 
667, 827 
102, 788 
58,645 
280, 117 
339, 615 
165, 468 
709,918 
193, 477 
264, 783 
9,719 
16, 001 

$3, 563 

$2,066 

920 

397 

4 

29. 294 
504 

$603, 045 

Alaska 

$12 

40, 309 

Arizona                            

10,  740 

98.073 

119, 021 

8,564 

1,538 

3,751 

3,528" 

220. 955 

118,601 

Colorado                          .. 

21, 924 

315,  264 

42, 692 

District  of  Columbia          .  .. 

Florida                            

7,388 

58,811 

900 

699 

102.489 

14, 0.59 

220, 312 

282, 490 

45, 104 

18,  537 

138, 982 
72, 126 

3 
36 

7,488 

275,  906 

Hawaii 

Idaho                              

21, 587 

8,706 

9,786 

Illinois       .    .            

148, 680 

173, 112 

Iowa 

93, 003 
45, 924 

63, 112 

Kansas                      _      

12, 762 

] 

1, 479, 971 

15, 000 
27,641 

12,  509 

1, 605,  391 

Maine                                  .  . 

14, 978 

Maryland             -     -  

228 

3,970 

8,101 

7,182 

134, 859 

163, 717 

6,117 

41, 615 

44, 406 

15, 000 
65, 452 
32,  516 
22, 165 
15,000 
36, 109 
18, 151 
16. 300 
16, 000 

5.996 

6, 1.53 

15,  760 

116,680 

1,349,919 

105 
11 
24 

2, 015, 026 

Mimiesota                              .  . 

251, 650 

Mississippi     

167, 924 

235, 453 

Montana 

13, 127 

27, 284 

824 

2,490 

1,889 

121 

1,184 

2,692 

97, 467 

12, 592 

538, 529 

21,636 

10, 585 

New  Jersey 

2, 789, 504 

15,416 
123, 797 
85, 047 
10,263 
52, 925 
60, 236 
15,000 
89, 263 

3 

1, 550, 536 

North  Carolina 

31 

216,021 

North  Dakota                    .  . 

38, 000 
6, 720 

296 

Ohio            --- 

373,  760 

157, 108 

Oregon 

6,540 

7,957 
2 

2, 522, 638 

Rhode  Island 

159, 796 

South  Carolina.- . 

15, 000 

9,480 

53,644 

45, 905 

267,078 

1,800 
1,377 

194 

314, 802 

South  Dakota 

43, 495 

136, 364 

Texas 

101,039 
64,706 
25, 000 
49,000 
59, 367 
21, 087 
24, 627 
15, 000 
69, 780 
14, 756 
25,000 

154, 010 

Utah 

110, 060 
1,125 
9,454 

1,329 

17, 092 

245 
11,218 
8,836 
1,484 
3,399 

9,482 

Virginia 

16 
5,652 
3 
85 
65 
13 

77, 436 

Washington 

37,640 

1, 279, 112 

Wisconsin 

1,608 

208, 936 

179, 697 

Other  Territories,  etc.* 

Adjustments  or  undistrib- 

Total      - 

2,057,763 

25,745,331 

2, 421, 562 

633, 129 

71,374 

19, 420, 990 

Footnotes  at  end  of  table. 
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Table  8F).^Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 


PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Alabama 

Alaska 

Arizona 

Ark  ansas 

California 

Colorado 

Connecticut 

Delaware. - 

District  of  Columbia 

I''lorida 

<  i  eorRia.. 

Hawaii 

Idiilio... 

Illinois. 

Indiana 

Iowa 

Kansas 

Kentucky.. 

Louisiana 

Maine... 

Mary  1  and 

Massachusetts. 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana.. 

Nebraska 

Nevada _ . 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rliode  Island 

Soutl]  CiHolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

\Va,sl  1  ington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc' 

Adjustments  or  undistrib- 
uted to  States 


Funds  appropriated  to  the  President— Continued 


Disaster 

relief, 
and  State 
and  local 
prepared- 
ness 's '» 


(25) 


Total. 


$18, 159 

3,  68(i,  092 

1,  408,  905 

3,000 

7,  322,  720 

1,  599,  720 

14,  702 

-438 

16,  718 

1, 487,  264 

177, 046 

1,101 

43, 044 

478, 803 

172, 116 

853,  280 

2,  941,  734 

318 

6, 293, 919 

3,319 

2,647 

7,712 

235,  637 

1,310,119 

1,  676,  805 
262,  856 

2,  702, 864 
288, 140 

9,582 

3,246 

80,312 

1,  213,  835 

34, 189 

5,  605 

1,  294, 332 

157,  883 

3,  792 

1, 053,  648 

124,  998 

898 

7,196 

82, 097 

3,938 

405,  657 

13, 169 

15, 476 

27, 176 

868, 187 

6,750 

97, 801 


7,729 

12,  045 

14,  457,  971 


52, 995, 813 


Office  of  Economic  Opportunity 


Adult 
basic  edu- 
cation 20 


(26) 


$523,  279 

40,000 

193,641 

415,  435 

2,  023, 170 

89,  200 

268,  000 

92,  899 

99,  040 

1,103,815 

1,  017,  604 

118,819 

57,  285 

1,  923, 336 

355,  033 

182,  513 

138,  260 

1, 085, 843 

1,119,144 

78, 167 

279, 321 

834,  645 

1,  362,  081 

187,  774 

701,  018 

188, 816 

82,  722 

44, 125 

33, 830 

37,  082 

812,  280 

160,  565 

1,  869,  201 

1,  092,  615 

58, 354 

795,  000 

261,  709 

73, 382 

1,419,445 

75, 124 

1,  039,  957 

45,  000 

1,  271,  263 

2, 943,  597 

50,  955 

64,200 

800,  967 

177, 196 

337, 593 

126,000 

50,000 

354,  706 

27,600 

43, 080 


28,  625,  692 


Adult 
work 

training 
and  devel- 
opment -' 

(27) 


$214,  040 
60, 050 
124,110 
38,  047 
93, 330 
24,  000 
50, 347 


314,  750 


44,  222 
44, 380 

"164,566 

22, 452 

3,800 

184.  000 

112,424 

12,  200 


13,  298 
127,356 
"79,"  266' 


35, 350 
29,  000 
21,310 

"1,55,666 
195,  090 


28,  200 

51,  770 

74, 442 

284, 327 

5,850 


145, 110 
'"i6,'862 


2,  702,  883 


Com- 
munity 
action 
programs 


$10,  721,  096 
2,  863,  749 
17,761,314 

7,  115,  277 
71,  980,  ,599 

7,751,830 
8, 160,  950 

1,  483,  978 
12.  421, 869 
20,  551,  008 

16,  586.  380 

2,  766,  627 

1.  257,  403 
35.  718,  822 

8,  418,  871 
5.  323,  660 

3,  502.  065 

14.  900,  579 

12.  616.  255 

3,  219,  018 
5,  688,  675 

15,  659, 198 
24, 124,  749 

9, 359,  876 
31,  575,  737 

17,  925,  330 
2,888,119 

2,  228, 423 

1,  094.  088 
1, 902,  077 

22,  805,  207 

8,  626, 373 
69,  042. 978 

13,  830, 331 

2,  602,  554 
20,  041,  620 
11,  189,  539 

4,  869, 327 
31,248,083 

5,  233.  084 
6.861,953 
4,  202,  8<)3 

11,823,366 
28,  021,  091 

3,  320,  819 
1,  310, 121 

10,  704,  607 

9,  850,  590 
6, 352,  265 
7,  584,  643 

562,  772 

10,  565,  216 

696,  568 

751,  032 


669,  761, 255 


Neighbor- 
hood 
Youth 
Corps  21 


(29) 


$6,  954,  843 

880,  772 

4,  476,  158 

6,  581,  226 
18,  592,  289 

2,  742. 390 

2,  738,  988 
272,  453 

4,  276,  829 

7.  756,  053 
7,  871,  680 

775,  568 
392.  105 
12, 103,  902 
4.116.405 
1,  757,  151 
1,  720. 356 
5,651,858 
6,  002,  552 
1,  298, 048 

1,  979,  898 

4,  068,  705 

6,  043,  429 

3,  773,  974 

5,  767,  855 

7,  528,  605 
889,  549 
954,  739 
485, 149 
332,  418 

8, 105,  872 

2,  240,  546 
23, 922,  755 

9,  400, 132 
600,  984 

11,044,892 
5,  720,  449 
1,  5,59,  791 

12,  691,  413 
1,599,474 
5,  097.  786 

1,  097, 377 
7,114,088 

18, 176,  519 

1,313,121 

506,  571 

4,  597,  517 

2,  816, 900 
3,143,914 
2,  222,  754 

354,  910 

5,  791,  486 
505,  053 

93,  885 


258, 624,  202 


Work 

experience 

and 

training 

programs  20 

(30) 


$403, 136 

635,000 

3,  556, 000 

5,  144,  998 

2,  750,  085 
1,  872,  698 

98,  837 

3,  596,  878 
3, 081, 400 
1,224,110 

133,  055 

625,  000 

721,863 

948,  500 

1,  677, 900 

49,  730 

16,  755,  976 

2, 078, 140 

1, 225, 000 

855, 200 

4,136,000 

3,  957, 990 

3,  898,  126 

7, 197,  675 

3,  292, 378 

372, 391 

886,  625 

1, 896,  655 

64,084 

3, 064,  500 

1,  583,  724 

3,  097, 803 

628, 113 

682, 183 

4,916,311 

1,318,101 

1,  676,  000 

1,  890,  782 

1,  002, 937 

379,  000 

956,  267 

2, 312,  700 

1,  290, 080 

546, 916 

269,  500 

512, 000 

743,  831 

6,  975, 874 
1,  581, 158 
1, 503,  700 
7, 467, 193 

34,000 
18, 444 

1,  762, 209 


119,348,756 


Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 

PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Alabama 

Alaska 

Arizona. 

Arkansas 

California 

Colorado 

Connecticut 

Delawaie 

District  of  Columbia 

Florida - 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa - 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan. 

Minnesota. 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada _ 

New  Hampshire 

New  Jersey. 

New  Mexico 

New  York.-. 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina... 

South  Dakota. 

Tennessee 

Texas 

Utah 

Vermont 

Virginia... 

Washington 

West  Virginia... 

Wisconsin 

Wyoming 

Puerto  Rico- 

Virgin  Islands 

Other  Territories,  etc' 

Adjustments  or  undistributed 
to  States 


Total. 


Department  of  Health,  Education,  and  Welfare 


Adminis- 
tration on 
Aging 


(31) 


$251, 489 
493, 928 
102, 585 
147, 364 
54, 514 
71, 559 
154, 902 
36, 588 
88,727 


183, 734 
5,746 
27, 334 
52, 018 
96, 829 

158,  718 
64, 122 
66, 169 

297, 950 

151, 370 
74, 155 


84, 920 
82, 214 
80, 121 
45,000 


65,  550 
101,019 
207, 776 

49, 145 

9,210 

199, 549 

91,364 

37, 371 
506,  718 
192,  798 

69, 993 


49, 259 
193, 879 

59, 492 

89, 511 

3,014 

121, 901 

66, 000 
160, 703 


42, 000 


.5,188,308 


American 
Printing 
House  for 
the  Blind 


(32) 


$18, 012 

399 

7,534 

10, 228 

89, 260 

11, 675 

20, 357 

2,944 

3,044 

30, 086 

22, 652 

3,493 

1,347 

42,859 

19, 259 

13, 970 

17,812 

11,027 

17, 064 

4,490 

24, 847 

31, 184 

38, 618 

17,263 

9, 929 

15,617 

2,944 

6,486 

1,746 

3,992 

38. 069 
4,989 

96, 045 
28,439 

1,846 
44, 854 

7,284 
12, 773 
66, 808 

6,536 
11,076 

3,193 
18, 211 
40, 913 

6,037 

898 

24,  797 

16, 265 

12, 274 

14. 070 
1,796 
5,039 


150 


962, 500 


Office  of  Education 


Arts  and 
humani- 
ties edu- 
cational 
activities 


(33) 


$8,000 
""5,"  546" 


23, 803 

3,931 

952 

1,224 

27,839 

30, 510 

3,590 

2,208 

9,000 

7,387 


5,329 

11, 545 

11, 628 

1,800 

6,970 


2,057 
7,935 
1,656 
1,642 
3,988 
599 
1,506 
7,972 
888 
8,834 

17, 512 
4,513 

29, 296 


4,333 

20, 063 

1,547 

8,527 


9,100 
'4,' 038' 


11,  724 
8,287 
6,650 

12, 614 
1,108 
7,330 


343, 975 


Colleges 
of  agricul- 
tural and 
the  me- 
chanical 
arts 

(34) 


$277- 
205 
230: 
242 
573: 
241 
260 
210: 


317 
293 
215 
215 
439, 
310 
265, 
251 
272 
277 
223 
273, 
322 
385, 
281 
251 
302: 
216! 
233: 
206, 
214, 
344 
222: 
598, 
308, 
215 
430, 
255, 
242; 
469! 
220: 
256, 
216: 
284, 
427 
221 
209, 
294 
267 
244 
293, 
207, 
255, 


14, 499, 972 


Construction 


Assistance 

to  pubUc 

schools 

(35) 


$550, 759 
414, 223 
1, 263, 399 
84, 966 
6, 654, 286 
1,056,875 


1, 120,  558 

897, 858 

1, 678, 014 

16, 692 

671, 387 

44,364 


181, 376 
31, 200 
588, 925 
32, 760 
3, 056, 177 


608, 791 
15, 140 
654, 301 
229, 121 
290, 463 
687, 660 
202, 265 


151,216 

3, 556, 198 

41, 620 

1, 596, 047 

1, 062, 441 

309, 175 

320,  560 

66, 324 


298, 347 
857, 031 
133, 676 
190, 887 
1, 834, 830 
1, 209, 685 


4,163,515 
676, 636 


85,984 
79, 395 


49, 439 


37, 714, 566 


Higher 

educational 

faciUties 

(36) 


$2, 149, 
7, 
1,303 
1,392 
12, 970 
2, 262 

681 

321 

494 
4, 210, 
4,044 

361 

647 
4,123, 
4, 449, 
1,449 
1, 610, 
2, 804, 
2,  774, 

159, 
2, 121 
2,648 
5, 614, 
2, 735: 
1, 180, 
4,121 

600, 
1, 106, 

343, 

586, 
4, 323, 
1,621 
8,908 
4, 505, 

301 
8, 893, 
1, 288 
1,918 
7,  723 

205, 
2, 395, 

731 

2, 785, 

10, 417, 

1,564 

578, 
1,455 
2, 375 
1,425 
4, 524 
14 

328 

1 

36, 


536 
948 
007 
442 
500 
572 


528 
341 
587 
549 
462 
455 
846 
609 
498 
947 
710 
131 
021 
927 
539 
529 
372 
324 
658 
760 
361 
611 
794 
259 
962 
652 
781 


292 
875 
964 
957 
224 
379 
757 
066 
727 
981 
663 
664 
783 
520 
009 


137, 606, 896 


Footnotes  at  end  of  table. 
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Table  85.— Federal  grants  in  aid  to  Stale  and  local  governments  and  to  individuals 
and  -private  institutions  within  the  Slates,  fiscal  year  1967 — Continued 

PAllT  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Alabama.  - 

Alaska 

Arizona 

Arkansas 

California. 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia.. 

Hawaii _ _ . 

Idaho 

Illinois _ 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts. _ . 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota. _ 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island... 

South  Carolina. 

South  Dakota. 

Tennessee 

Texas.. 

Utah 

Vermont 

Virginia 

Washington. 

West  Virginia 

Wisconsin 

Wyoming.. 

Puerto  Rico. 

Virgin  Islands 

Other  Territories,  etc.'... 

Adjustments  or  undistrib 

uted  to  Slates 

Total 


Department  of  Health,  Education,  and  Welfare — Continued 


Office  of  Education — Continued 


Coopera- 
tive voca- 
tional edu- 
cation 


(37) 


$7, 


143, 735 
20, 000 
240,  348 
203, 835 
103, 989 
171, 557 
231, 324 
590, 863 
803,  642 
677,  276 
360. 837 
619,  567 
250,  793 
962,  587 
545, 751 
253,  736 
884, 933 
017.498 
810,  735 
447,  496 
S49,  051 
998,  556 
995, 497 
108, 112 
640, 569 
773,  602 
168, 393 
131,770 
632, 090 
493, 972 
373, 974 
789,  791 
401, 189 
888, 463 
234, 332 
697,  760 
213,  860 
795,  087 
091, 926 
377, 866 
359,  675 
047, 313 
215,  677 
231, 422 
529, 247 
691, 274 
545, 382 
879,  647 
812,  464 
846,  075 
375,  093 
3,851,370 
l(i8,  510 
174,  563 

-595, 149 


233,134,925 


Defense 

educational 

activities 


(38) 


$1,  668,  437 
85, 177 

737, 326 
1,338,793 
6,  640, 131 

831, 346 
1,117,867 

273, 526 

409, 016 
3. 926, 339 
2, 221, 623 

728,  054 

505,  653 
3, 868,  545 
1, 9.33, 122 

393, 499 
1, 382, 823 
2, 280. 197 
1,  670,  553 

608, 831 
2, 153, 182 
2, 533, 077 
4, 812,  784 
2, 298, 225 
1, 040, 180 

1,  787, 446 
337,  593 
845, 354 
223,  533 
268, 968 

2,  760, 301 
299,  591 

8,  055,  742 

2,  863.  685 

619,524 

4,  649,  558 
1, 568, 949 
1.634,781 

5,  674, 834 
472,  653 

1,262,910 

695,  406 

2,113,693 

6,  043,  545 
054, 008 
270, 401 

2, 088, 102 

1, 683, 092 

1,071,507 

3, 119, 173 

267, 100 

806, 315 

101, 114 

125, 835 


97, 823, 019 


Educa- 
tional im- 
provement 
for  tlie 
handi- 
capped 

(39) 


$312,  760 

10, 000 
350, 835 
240, 840 
804,  617 
458, 474 
331, 305 

(iO.  495 
396, 808 
495, 026 
315,  536 
147, 326 
114,372 
961, 125 
464, 395 
292, 833 
353, 000 
182, 348 
191, 800 

72,  737 

89,  755 
847, 468 
1, 275,  536 
411,395 
185, 273 
360, 899 
103, 493 
224, 525 

65, 200 
109, 228 
548,318 
210, 362 
1,  551,  706 
281,  204 
138.  652 
532,  454 
183, 653 
514,  467 
668,  768 
964, 962 

SI,  270 
115,641 
599, 771 
662, 873 
237,  753 

61,  200 
338,  535 
153,  266 
111,606 
564, 153 

41,  500 
112,260 


21,600 


18, 925, 378 


Elementary 

;ind  secondary 

educational 

activities 


(40) 


$32,  260, 506 
1, 934.  750 

7,  747, 374 
24, 103,  549 
90, 376, 294 

12,  414, 170 
10,118,307 

2, 857,  008 

8,  663, 988 
33, 222,  710 
42,  715,  674 

4, 259,  410 

3, 801, 783 

50, 802, 263 

17,  636, 369 

16, 701, 317 

11, 893, 399 

32, 986,  587 

36,  482, 674 

4, 973, 222 

16, 866,  439 

20,  512, 199 

41,  331, 289 

24, 387, 557 

23, 302, 941 

28, 343, 143 

4,  710,  764 

7,  723, 818 

1, 191, 087 

2, 261, 833 

25, 859, 972 

10, 913, 192 

139, 049, 687 

51, 148,  765 

4,010,997 

47,  702,  705 

19, 990,  567 

11,264,507 

56, 896,  598 

5, 322, 602 

29, 907, 850 

6, 014, 836 

27,  650,  775 

76,  070, 239 

4,  263,  693 

2,  404,  ISl 

32,772,717 

13,  239,  034 
13,  054, 067 
18. 806, 964 

2. 142, 286 

23,  789, 659 

517,081 

2, 700, 155 


1,  242,  676, 553 


Equal 
education 
opportuni- 
ties pro- 
gram " 


(41) 


$301, 087 


87,  475 
139, 936 


70,  000 
9,700 


943, 934 
279, 144 


34, 322 
135,000 


16, 491 


5,000 
"i62,'306 
"i59,'i64 


15, 426 
"9,"9i5 


173, 851 
363, 760 


39, 076 
27,167 


62, 801 
-20,  777 


306, 415 


81,400 


3, 342, 593 


Higher 

educational 

activities 


(42) 


$538, 095 

89, 532 

323, 955 

371,  200 

1, 337,  593 
455,  094 
386, 388 
234, 550 

3,  779,  669 
575, 903 
695, 486 
334, 848 
284, 012 

1, 288, 671 
255, 513 
399, 346 
413,  719 
547, 434 
527, 406 
366, 763 
557, 333 
940, 005 
775, 858 
664,  556 
476, 807 
606, 823 
181, 167 
403, 152 
120,  598 
300, 916 
537, 592 
322,  507 

1,  790,  417 
482, 268 
292, 822 
838, 912 
481, 961 
312, 969 

1, 380, 822 
310, 661 
492, 785 
173, 733 
603, 581 
788, 721 
285, 929 
292, 051 
396,051 
529, 874 
284,031 
421, 265 
265, 357 
168,087 
61, 280 
31, 702 

3, 429, 657 


33,207,427 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Department  of  Health,  Education,  and  Welfare— Continued 


Office  of  Education — 
Continued 


Libraries 

and 

community 

services 


(43) 


Mainte- 
nance and 
operation 
of  scliools 


(44) 


Public  Health  Service 


Air 
pollution 


(45) 


Chronic 

diseases 

and  health 

of  the 


(46) 


Communi- 
cable 
disease 
activities  ^ 


(47) 


Commu- 
nity health 

practice 

and 
research  2* 


Alabama 

Alaska. -  - 

Arizona. 

Arkansas 

California 

Colorado. 

Connecticut 

Delaware _ 

District  of  Columbia 

Florida - 

Georgia... -.- 

Hawaii 

Idaho - 

Illinois 

Indiana... 

Iowa - 

Kansas -  - 

Kentucky _ 

Louisiana. 

Maine 

Maryland.. 

Massachusetts 

Michigan 

Minnesota 

Mississippi. 

Missouri 

Montana 

Nebraska.. 

Nevada 

New  Hampshire - . 

New  Jersey. 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio - - 

Oklahoma 

Oregon 

Pennsylvania. 

Rhode  Island. 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah _ 

Vermont.. _ 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming _ . . 

Puerto  Rico 

Virgin  Islands _-_ 

Other  Territories,  etc.* 

Adjustments  or  undistributed 
to  States... 


Total.. 


$1, 104,  007 

522, 230 

624, 355 

724, 245 

3,  672, 840 

665,  559 

788, 467 

273, 371 

263, 389 

1, 479, 147 

1, 434, 672 

354, 102 

375, 925 

2, 340,  853 

1, 093, 397 

1, 176,  647 

725, 393 

1, 529, 200 

1, 249, 097 

367, 958 

969,  665 

1, 834,  741 

2, 010, 280 

1, 263, 879 

1, 024, 254 

1, 216, 832 

380,  668 

617,910 

286, 625 

348,  630 

1, 881,  479 

320, 497 

3, 463, 262 

1, 363,  687 

333, 692 

2,  428,  059 

769,  099 

502, 899 

3, 434, 928 

498, 323 

524, 150 

308, 864 

1, 423, 558 

3, 222, 421 

373, 997 

444,508 

1, 300, 828 

1, 018.  612 

689, 629 

1, 874, 315 

218, 872 

483,  704 

38, 543 

55, 824 

-289,  587 


$7, 460,  497 
11,  422, 022 

7, 077, 291 

2, 108, 675 
66,  482,  044 
11,  535,  417 

2,  727, 036 
351, 864 

5, 062, 865 
14,  040,  527 
10, 331, 285 

7,  680,  758 
2, 228, 159 
6, 884,  646 
2,  562, 936 

1.  721,  454 
9. 671,  613 

2,  570, 932 
2, 916, 982 

2,  754, 217 
20, 107, 855 
10, 133, 394 

3, 338,  716 
1, 378, 067 
2, 280,  748 
5, 853, 526 
3, 240, 749 

3,  733, 710 
2, 951, 784 

1,  660, 356 
8, 620, 851 
8, 233, 373 

8,  563,  591 
4,914,066 

2,  577, 423 
8, 072, 874 

10,  709,  757 
2, 354, 997 
7, 210,  613 
2, 805, 461 
6, 359, 439 
3, 349,  093 

4,  608, 118 
22,  786,  061 

5, 216, 358 

80, 653 

24,  614, 138 

10,  793, 881 

399, 901 

1, 126, 432 

1, 302, 149 


94,441 
1, 693, 295 


57, 402, 501    378,  757, 090 


$64, 367 


155, 080 
10, 688 
94, 676 


39, 390 

9,738 


1,154 
92, 926 
11,  671 


303, 289 
6,840 


126,  697 
81,  045 
45,632 
11, 365 


23, 299 


21,  455 

200, 833 

16, 262 

61, 920 


3,288 


3,975 
48, 079 
141, 628 


23, 056 
70,  628 
6,574 


121, 595 


1,  797, 150 


$516, 667 


276, 597 
412, 912 

1, 848, 088 
390, 400 
340, 278 
187, 131 
104, 086 
799, 197 
685, 431 
197, 026 
200,  786 
751, 806 
403, 250 
501, 063 
207, 137 
405,  709 
419, 112 
125, 246 
409,  714 
442,565 
788, 630 
572,  445 
616, 221 
510, 655 
210, 539 
37, 660 
50, 205 
153, 248 
331, 946 
183, 111 

1, 259, 487 
814, 790 
232, 042 

1, 241, 695 
350, 106 
242, 454 

1, 562, 325 
173, 897 
408, 784 
88, 169 
570, 080 

1, 262, 139 
220, 330 
169, 632 
614,  494 
408, 790 
320, 987 
429, 828 
48, 348 
486, 378 
73, 894 
65, 617 


24, 123, 127 


$254, 487 
46,  512 
45, 230 

112. 269 
2,  434, 637 

115, 000 
44,905 
28, 073 

142, 228 

271, 221 
2, 272, 604 

134, 309 
46,  736 

252. 270 
44,309 

145, 669 

175,  546 

120, 754 

254,  449 

26,  577 

59, 899 

226, 174 

152, 054 

114, 854 

159, 421 

246, 983 

44,878 

41, 941 

22, 629 

43, 869 

88, 377 

48, 150 

411, 393 

249, 676 

29, 448 

124, 369 

140, 841 

22, 666 

345, 426 

19, 291 

220, 809 

54, 601 

277, 554 

342, 479 

69, 370 

49, 960 

147, 063 


164, 017 
125, 568 


156, 336 
11, 546 


11, 179, 327 


$281,  609 

33, 146 

178,  040 

181,  456 

1, 395, 000 

335, 600 

106, 550 

20,  550 

27  279 

909,' 748 

382, 233 

41, 933 

117, 634 

399, 236 

215, 328 

145, 361 

160. 191 

202. 192 
199, 316 

84, 384 
197, 674 
286, 192 
490, 783 
236, 595 
242, 969 
212, 798 

59, 276 
133, 905 

36, 735 

61, 299 
427, 685 
143,951 
505, 229 
333, 181 

67, 550 
524, 758 
189, 802 
220, 476 
698, 023 

65,  446 
227, 268 

58,285 
309, 971 
809, 508 

79,488 

54, 995 
297, 942 
178,  795 
129,  430 
168, 861 

31,426 

208, 448 

9,237 

9,161 


13, 123, 928 


Footnotes  at  end  of  table. 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Department  of  Health,  Education,  and  Welfare — Continued 


Public  Health  Service— Continued 


Construc- 
tion 


Hospital 

and  health 

research 

facilities  " 

(49) 


Control  of 
tubercu- 
losis 2« 


(50) 


Control  of 
venereal 
disease  -'' 


(61) 


Dental 
services 

and 
resources 


(52) 


Environ- 
mental 
engineering 

and 
sanitation 


(53) 


Medical 

care 
services  28 


(54) 


Alabama 

Alaska. 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida -- 

Georgia — 

Hawaii -  -  ■ 

Idaho 

Illinois 

Indiana 

Iowa... 

Kansas -- 

Kentucky — 

Louisiana. 

Maine 

Maryland - .  - 

Massachusetts 

Michigan 

Minnesota - 

Mississippi - . 

Missouri 

Montana.. 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York.. 

North  Carolina - .  - 

North  Dakota 

Ohio 

Oklahoma --- 

Oregon. 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota. 

Tennessee --- 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico. 

Virgin  Islands 

Otlier  Territories,  etc '. 
Adjustments  or  undis- 
tributed to  States 


$4,436,801 


Total. 


3,803,923 

4, 189, 549 

12, 822,  517 

2, 864, 046 

2,  540, 361 

352, 040 

260, 527 

8, 399, 133 

5,  224, 967 

1, 134, 182 

1, 054, 280 

9, 836, 998 

5. 812, 124 

2,  417, 670 

3,  753, 353 
5, 354, 398 
6, 843, 808 
1, 603,  565 
2, 239, 669 
5,  459, 940 
7, 466, 934 

4,  076,  003 

3. 097. 103 
5, 320, 878 
1, 281, 206 
3, 323, 369 

372, 956 
929, 946 
3, 731, 248 
1,  714, 241 
11,363,551 
8, 856, 238 
1, 349, 869 

6. 967. 104 
3,  451, 384 
1, 287, 831 

14,  689, 379 
954, 473 

5,  767, 935 
1, 565, 235 
4, 556, 123 

20, 642, 168 
1, 323, 919 
2, 398, 449 
4, 763, 107 
2, 234, 088 
2, 614, 650 
5, 007, 253 
1, 498,  447 
6,143,909 


229, 152, 847 


$320, 455 

215, 681 

202, 762 

214, 168 

1, 130, 660 

88,700 

44,120 

29,869 

80, 307 

583, 963 

743, 923 

48,  486 

27, 125 

182, 263 

76, 260 

51, 433 

111,480 

128, 870 

115, 951 

33, 350 

107, 177 

98, 198 

487, 970 

76, 923 

355, 834 

191, 820 

53, 348 

96. 923 
110, 513 

44,272 
250, 882 
113, 002 
502, 381 
390, 386 

57, 826 
283, 125 
134, 391 

62, 503 
362, 076 
114,611 
176, 978 

34,  569 
293, 157 
276, 149 
163, 838 

57. 924 
178, 638 

53,  429 
263, 161 

26, 864 

7,252 

396, 984 

11, 546 

40,007 


10, 304, 483 


$168, 522 

3,683 

68,802 

80, 782 

568, 863 

32, 761 

42,863 

20, 162 

40, 983 

499,  775 

323, 349 

2,872 

6,926 

238, 914 


11,438 
29,223 
56, 073 
121, 859 
3,963 
93,642 


184, 902 
22, 957 
54, 982 

115, 878 
10, 899 
31, 295 
15, 918 


228, 396 
64, 280 

669, 803 

251, 644 
14,  456 

139, 008 
70, 922 
49, 402 

181, 596 


117, 758 

11,606 

103, 089 

288, 039 

10,  580 

2,324 

89,  019 

54,644 

53, 138 

29, 860 

4,835 

34, 741 

9,237 


5, 330,  663 


$8,  046 


8,093 
11,341 
77,  540 
13, 444 
13, 162 
12,728 
12, 432 

2,992 
26,  780 
12, 637 
13, 274 
17, 208 

8,380 
14, 958 

9,928 
16, 225 
22, 803 

4,319 
16, 208 
17,  728 
25, 690 

6,199 

9,055 
36, 200 

7,040 

8,369 

2,449 
17, 027 

7,724 
12, 046 
37,  487 
25, 182 
12, 850 
15, 137 

8,944 
10, 303 
50, 581 
10, 491 
14, 997 

2,063 
16,  651 
38, 031 

8,965 
12, 393 
15, 987 

4,584 
20,  709 
15,351 
14,504 

17,371 

4,618 

6,402 


835, 626 


$193, 850 
20, 040 
18, 775 


14, 607 
6,893 
10, 388 


3,744 
602 
906 


5,065 


15,449 
"""959" 


27, 752 
6,956 
3,434 

23,  605 
500 

28, 841 


6,404 


6,814 
4,584 
10, 354 


409, 522 


$46, 552 


22, 836 
63,410 
110, 160 
16,800 
15,  070 
12,915 


47,  626 
59, 557 

1,148 
25,  604 
103, 155 
19, 622 
28,  662 
15,685 
28,630 
40, 071 
25, 248 
34, 321 
44,975 
24, 451 
33, 279 
35, 821 
65, 199 
31, 503 
37, 661 
46,  531 

2,383 
30, 897 
16, 253 
68,540 
22, 037 
14, 250 
34, 627 
40,429 
41,210 
137, 209 
35, 929 
33, 062 

7,254 
11, 436 

6,452 
16,937 
29,046 
46, 792 
46, 274 
72, 481 
46, 053 
43, 513 
34, 741 
27, 710 
14, 741 


1,916,748 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS-Continued 


States,  Territories,  etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut. 

Delaware. — 

District  of  Columbia... 

Florida 

CJeorgia 

Hawaii... 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshu'e 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  C  arolina 

South  Dakota 

Tennessee 

Te.xas ._. 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming _ 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.^. 
Adjustments  or  undis- 
tributed to  States 


Department  of  Health,  Education,  and  Welfare— Continued 


Public  Health  Serv- 
ice— Continued 


Total. 


Mental 
health 


(55) 


65,  000 

60,  774 

65,  000 

63,523 

186,  601 

56,  616 

471, 996 

161, 800 

69,  604 
271, 990 

70,  555 

64,  093 
336, 000 

65, 000 
87, 400 
64,697 
127,  700 
325,  000 
44,226 

65,  000 
138, 100 
123,  781 

64,626 
116,  757 

53,183 
104,  224 

83, 131 

56,  015 


Radio- 
logical 
health  29 


(56) 


$117,  599 

$48,  276 

77, 342 

11,049 

64,  742 

24,  278 

79, 387 

34,  023 

461,  643 

193,  850 

64,  045 

46,  880 

71,  242 

24,  080 

65,  000 

14,  245 

64,499 

14,  835 

176,  965 

65,  335 

206,  941 

80, 342 

78,  695 

11,  488 

53,  095 

18, 468 

286,  663 

18,  929 

132,  078 

43,  572 

80,000 

48, 393 

64,  740 

16,  803 

105,  400 

31,  202 

116,  600 

50,  165 

64,  444 

16,611 

99,  589 

46,  715 

138,  277 

49, 387 

237,  000 

82,  968 

106,  200 

39,  260 

90,  548 

15,  091 

130,  275 

48, 380 

Vocational 
Rehabili- 
tation 
Adminis- 
tration 


(57) 


16,  738 
2,450 
20,  433 
47,  891 
20,  478 

159, 300 
67,  799 
16,  063 
85,  778 
20,  868 
20,  605 

104,  535 
22,  481 
14,  997 
13,411 
26,  898 
81, 494 
14,  941 
18,  977 
52,  321 
59,  598 
5,177 
30,  702 
9,670 
17, 371 


6,  695, 301 


10,  700 


$7, 465,  545 
343,  808 

2,  400,  701 
6,  260,  469 

18,  724,  111 
3, 319,  556 

1,  939,  151 
509,  825 
920,  686 

10, 439,  947 

4, 169,  577 

903,  589 

385,  388 
9,  610,  093 
2, 446,  628 

3,  797,  908 
1, 402,  999 
2, 166,  917 
5, 152,  074 
1, 115,  987 

3,  981,  960 

4,  048,  463 

6,  317,  315 
4,  242,  589 

2,  985,  586 

4,  070, 184 
1,  300,  471 
1,  430,  523 

445,  947 

372,  428 

4, 414,  796 

1,  099,  267 

10,  364,  519 

5,  443,  903 
709,  668 

5,  782,  692 

3,  401,  311 
3, 341,  248 

18,  576,  384 
1,  463,  241 
5,  567,  756 
1,  084,  224 
5, 076,  209 

7,  697,  386 

1,  672,  779 
751,  229 

3,  878,  883 

3,  480,  469 

4,  776,  979 
6, 143,  932 

386,  504 

2,  602,  840 

95,  297 
116,  500 

49, 338, 315 


Welfare  Administration 


Bureau  of 
Family 
Services 


Public 

assistance 


(58) 


$93,  937,  500 

1,  964,  749 

23, 809,  000 

63,  676,  324 

818,  615,  973 

54,  594,  421 

44, 061, 124 

6, 102,  320 

13,  284,  693 

103, 087, 348 

100, 449,  816 

11,  282, 359 

12,  698,  709 
171,  624,  225 

35, 156,  965 
37,  559,  769 
36, 372,  702 
95,  595,  846 
153,  373,  716 

18,  711,  281 
52,  689,  847 

143,  487, 869 
129, 888,  432 
75,  834,  935 
51,  684,  978 
105,  694,  253 
8, 080,  792 
23,  533,  294 

5,  074,  552 

6,  438,  014 
68,  006,  263 

25,  819, 121 
444,  024, 082 

79,  745,  610 

12,  200,  545 

127,  223, 159 

139,  719,  051 

26,  913,  085 
170,  563,  483 

22,  446,  312 

27,  704,  877 
11,156,060 
68,  822,  970 

192,  677,  454 

19,  285,  508 
8,  725,  000 

31,  803,  427 

63,  849,  857 

41, 465, 126 

63,  996,  684 

3,  719, 102 

25,  925, 478 

671,351 

229,  692 


Children's 
Bureau 


2,057,089    259,936,756   4,175,059,103    172,227,622 


Maternal 
and  child 
health  and 

welfare 
services  so 

(59) 


i,  226,  844 
439,  479 
500,  838 
789,  797 
178,  891 
846,  852 
902,  214 
541,  039 
,  567, 480 
,  769,  739 
,  994,  933 
,  086,  131 
882,  582 
,  320, 999 
,  468, 417 
303,  735 
709, 373 
715,  490 
320,  355 
989, 006 
872,  006 
384,  732 
606,  745 
449,  227 
851, 184 
792, 326 
746, 187 
253,  261 
672,  663 
623,  447 
709,  214 
282, 826 
796,  958 
632,  264 
735,  310 
579,  912 
835, 822 
539,  800 
352,  745 
302,  439 
606,  859 
508,  282 
408,  090 
841,516 
853,  838 
513, 155 
908,  691 
402,  378 
050,  350 
612,  018 
346,  912 
760, 157 
575, 171 
266,  943 


Miscellane- 
ous health, 
education, 
and  welfare 
programs 


(60) 


31  $1,  167,  766 
32  1,  154 


3-'  2,  907 
sV  250,  666 


1, 424, 350 


Footnotes  at  end  of  table. 
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Table  85.-  'Federal  grants  in  aid  lo  Slate  and  local  (joverninenls  and  lo  individuals 
and  private  institulions  within  the  Stales,  fiscal  year  1967 — Coutiuucd 

PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Depai-tment  of  Housing  and  Urban  Development 


Low 
income 
housing 
demonstra- 
tion 
program 

(61) 


Low  rent 
public 
housing 
program 


(62) 


Neighbor- 
hood 
facilit  ies 


(63) 


Open  space 
land  grants 


(64) 


Urban 
mass 
trans- 
portation 


(65) 


Alabama -- 

Alaska 

Arizona 

Arkansas. 

CaUfornia-. 

Colorado 

Connecticut 

Delaware. 

District  of  Columbia. 

Florida. 

Georgia. 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa. 


$4, 400 


34,968 


12. 988 
40,000 


Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota. 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York,. 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon. 

Penns  vl  vania 

Rhode  Island 

South  Carohna.. 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territorier,  etc.'. 
Adjustments  or  undis- 
tributed to  States 


$8, 806, 136 

264,  518 

952. 906 

2, 388, 075 

10, 253. 653 

1, 542. 341 

4, 174, 997 

619, 693 

4, 326. 103 

5, 563, 669 

10, 439, 788 

912, 082 

49, 373 

22,495,687 

1, 691, 936 


57, 100 
100, 883 
90,820 


13, 665 


24, 371 


1, 050, 952 
113, 750 


Total. 


12, 395 
44, 530 


202, 790 


386, 236 


72, 727 


19, 483 


364, 072 
4, 801, 707 
7,114,311 

218, 215 
4, 547, 509 
7, 874, 181 
4. 077, 840 
3. 047, 069 
2, 186, 601 
5, 821, 068 

288, 128 
1,401,712 

610, 327 

808, 360 
16, 002, 806 

368, 381 
41,090,560 
4,  542, 814 

122, 234 
7,  883, 207 

125, 929 

565, 853 
16,110,433 
2, 080, 392 
1,  529, 932 

307, 626 

7, 776, 001 

11,371,087 

10,  379 

115,286 
4,631,142 
1, 263, 803 

804, 675 
1, 148, 210 


$41, 133 


159, 703 
47, 647 


145, 385 


165, 219 


199, 109 
76, 048 


$98, 432 


82, 273 

15.215 

2,894,426 

187, 364 

2, 018, 585 


661,434 

84, 495 

360, 000 

37, 509 

1,991,666 

1, 606, 555 

281, 309 

177. 382 

218, 897 

13, 424 


225, 275 
211,  238 
692,415 
224, 243 


313, 092 
32,500 


1, 378, 497 


476, 458 
195, 455 


904, 604 
250. 847 
216, 185 
1,053,706 
267, 456 


154, 056 
425, 583 


601, 133 
234, 789 


473, 287 


9, 380, 710 
702, 454 


$37, 155 
'7,"9ii,'939' 


46. 179 
60. 365 
67, 686 


336, 873 
120, 052 
163, 793 
160, 000 


184, 218 


34, 925 

3, 338, 851 

1, 977, 861 

172, 910 


191, 539 
480, 106 


2,465,490 


6, 900, 807 
1,657,008 


145, 993 
6, 984, 489 


160, 095 

,  284. 166 

5,010 


378, 210 


M:i  123, 965 


2,282,064  1245,576,027 


834, 244 


19, 069, 785 


42, 389, 683 


Footnotes  at  end  nf  lablos. 
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Table  85. — Federal  grants  in  aid  to  Slate  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 


PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL 

UNITS— Continued 

Department  of 

Housing  and  Urban 

Development— 

Contiimed 

Department  of  the  Interior 

Bureau  of 

Indian 

ASaii-s  31 

(69) 

Commer- 
cial 
fisheries 
research 
and  devel- 
opment 55 

(70) 

Certain 
special 
funds- 
shared 
revenues  36 

(71) 

Fisli  and 

States,  Territories,  etc. 

Urban 
renewal 

(67) 

Water  and 

sewer 

facilities 

(68) 

wildlife 
restoration 
and  man- 
agement 37 

(72) 

Alabama- — 

$2,572,461 
4, 171, 410 

$19, 500 

$33, 603 

304, 373 

6,823 

11,310 

108, 091 

$492 
303, 343 
360, 005 

$345, 104 
903, 268 
438  238 

Alaslsa 

$1,217,621 
3,  833, 028 

Arizona 

Arkansas... 

7,  554, 717 

26, 887, 370 

576,414 

24, 073. 735 

1, 265, 876 

5, 970, 983 

7,  507, 916 

9, 610,  584 

2, 370, 272 

321,492 
1,053,323 
749, 860 
130, 743 
142  613 

California..  _  _  

202, 500 

196, 044 
40, 288 

Colorado _. 

145,  965 

Connecticut. _-. 

101, 204 
28, 564 

Delaware 

District  of  Columbia 

Florida 

381, 984 

25,000 

225, 734 

71, 688 

31,919 

26, 323 

4,991 

8,790 

9,160 

11,954 

10, 986 

266, 641 

181,571 

69,027 

48,427 

35, 711 

14, 044 

83, 415 

4,928 

20, 439 

24 

467  517 

Georgia. 

375  757 

Hawaii 

128  588 

Idaho.. 

190, 251 

60,  669 

463  151 

Illinois 

10,  761, 595 
5, 854, 274 
3,  .398, 034 
4,828,417 

10, 424, 900 

484, 935 

2, 594. 243 

4, 617, 983 

23, 290, 605 

16, 078, 309 

7,925,889 

344, 802 

6, 827, 082 

430,073 
378  548 

Indiana __ 

Iowa 

77, 253 
12, 000 

740, 175 
565  947 

Kansas 

44 

Kentucky 

484, 200 

264  372 

Louisiana 

1,971 

181  186 

Maine 

239, 662 
160, 831 
200,711 

804  742 

Maryland 

Massachusetts 

Michigan... 

66 
17 

Minnesota 

509, 100 

917  ''23 

Mississippi 

353,  500 

334,820 
546,836 
680  90'' 

Missouri.. 

8 

173, 329 

239 

388, 843 

Montana 

105, 210 

232, 756 
170. 000 
169, 385 

Nebraska 

254, 863 
314  703 

Nevada 

91,  912 

403,  371 

19, 958, 221 

24, 300 

34, 972. 959 

9,007,871 

1, 501, 685 

22, 393, 899 

5, 013, 973 

1,105,933 

51,720,406 

4, 642, 353 

705, 845 

New  Hampshire 

13, 060 
101, 679 

152  713 

New  Jersey 

147  922 

New  Mexico 

2, 405, 073 

84, 185 

745, 181 
729, 698 
505, 595 
316  541 

New  York 

18,762 
34, 928 
5,324 
9,523 
4,425 
107, 844 

North  Carolina 

703,850 

21,  550 
503,  551 

North  Dakota .. 

2,406 

Ohio 

118, 800 

275, 625 

1, 250, 000 

601  074 

Oklahoma 

614,  345 
25,000 

9,212 
21, 344, 959 

Oregon 

557, 867 
679  105 

Pennsylvania 

Rhode  Island 

20, 769 
17, 204 
4,109 
21,940 
28, 027 

122, 697 
341  108 

South  Carolina 

193,  300 

South  Dakota 

1, 054, 794 

14, 503 

360  632 

Tennessee. 

9, 321, 496 

8, 734,  607 

17,000 

570, 230 
3, 999, 975 

648, 483 
1,269,041 
2,783,863 

647, 039 
1  121  489 

Texas 

915, 600 

499, 860 

36, 750 

Utah.. 

93, 073 

4,915 

'3431651 

41, 499 

216, 735 

448, 289 

256, 768 

646,911 

28, 573 

13,894 

11  178 

Vermont 

Virginia 

161,791 

321,931 

6,075 

10,838 

Washington 

150,  480 

162, 725 

54, 682 

West  Virginia. 

Wisconsin 

180, 000 
47, 214 

20 
144, 039 

Wyoming 

Puerto  Rico. 

1,245,035 
251,060 

10, 158 

Virgin  Islands... 

11,073,732 

Other  Territories,  etc.  s _ 

35, 049 

21  108 

Adjustments  or  undistrilmted 
to  States 

Total 

370,376,325 

5, 691, 159 

11, 689, 684 

2, 653, 156 

34,258,038 

22, 155, 459 

Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 

PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Coutinued 


States,  Territories,  etc. 


Alabama 

Alaska..  - 

Arizona 

Arkansas 

California _ . 

Colorado 

Connecticut 

Delaware -. 

District  of  Columbia. 

Florida. 

Georgia 

Hawaii 

Idaho .- 

Illinois --- 

Indiana 

Iowa... - 

Kansas 

Kentucky _ 

Louisiana 

Maine ., 

Maryland 

Massachusetts ., 

Michigan 

Minnesota 

Mississippi 

Missouri _ . 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma. 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota. 

Tennessee 

Texas 

Utah... 

Vermont 

Virginia 

Washington 

West  Virginia. 

Wisconsin. 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.* 

Adjustments  or  undistributed 
to  States 


Total. 


Department  of  the  Interior — Continued 


Land  and 

water 
conserva- 
tion fund 


(73) 


$38, 

376, 

568 

138, 

660, 

477, 

583, 

840, 

480, 

1,  250, 

1,  207, 

281 

341 

177, 

51 

403, 

1,  013, 


305, 
359, 
50, 
230, 
103, 
165, 

1,  245, 
334 

1, 057, 
570, 
576, 
247, 
520, 

1,  665, 

15, 

298, 

100, 

112, 

451 

36, 

79, 

146, 

283 


1,011 
404, 
416, 
263 
373 
92 
533 
308, 


112,  976 


22,  249,  096 


Mineral 
Leasing 
Act  pay- 
ments— 
shared 
revenues 

(74) 


$3, 165 

7,  701,  780 

88,  890 

25,  472 

3,  155,  538 

3,  326,  350 


248,  064 
15 


135, 107 
503,136 


1,561 


2, 121,  226 

848 

415,015 


217,  735 
"127,"  243 


52,  253 


3,  438,  742 


146 
i4,"936,"525 


48, 363, 924 


National 
wildlife 
refuge 
fund  38 


(75) 


$19, 372 
93 


187 


093 


1, 238,  572 


Waste 
treatment 

works 
construc- 
tion 3« 

(76) 


$1, 121 

88 

946, 

2,  057, 

7,  614, 

554, 

1, 

533, 

294, 

1,  704, 
1, 

567, 
319, 
3, 

2,  736, 
1,  514 
1,  561 

1,  550, 
1,711 

781, 
1, 189, 

2,  693 

3,  374 
1, 376, 

1,  786, 

2,  910, 

93 

1,  885, 
610 
808, 

2  222 
"'  562! 

3,  690: 

2,  954 
374 

3, 475 
1, 103 

910, 
2,  825, 

743! 
1, 480, 

890, 
2,  028, 
2,363, 

678, 
1,  212, 

835, 
1,  249, 

688, 

2, 330, 

66, 

1,163, 


1,  064, 882 


84,  079,  951 


Water 
resources 
research 


(77) 


$152 
94 

150, 
70, 

211 

169 
87, 

103, 


106, 

127, 

138, 

87, 

163, 

93; 

138, 

87, 

97, 

118, 

91 

63: 

124 

125, 

155 

87, 

123 

154 

94 

145, 

98, 

113 

116, 

122 

140, 

90 

97, 

87, 

87, 

141 

225, 

127, 

87, 

174 

85: 

50, 
113, 
145, 


5,  793, 491 


Water 

supply 

and 

pollution 

control  8« 

(78) 


$119, 

48, 
162, 

87, 

1,  206, 

146, 

111 

94 
150, 
405, 
179 

57; 

26, 
454, 
173 

128: 

160, 
106, 
132 

91 
199, 
446, 
933 
271 
124, 
262, 
118, 

33, 

15; 

70, 
294, 

92, 

1, 189, 

288, 

39; 
545, 
206, 
500, 
599, 
110, 
241 

46, 
257, 
543 
106, 

26, 
134, 
500, 
109, 
412, 

22, 

99, 
7, 


842 
939 
833 
713 
724 
349 
515 
776 
823 
103 
506 
226 
617 
985 
235 
197 
823 
916 
444 
580 
750 
479 
232 
567 
032 
992 
895 
758 
097 
736 
025 
926 
169 
165 
775 
714 
913 
818 
575 
518 
250 
831 
256 
840 
556 
209 
544 
837 
782 
052 
013 
636 
952 


12, 899,  040 


Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 

PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories,  etc. 


Department 
of  Justice 


Law 

enforcement 

assistance 


(79) 


Department  of  Labor 


Manpower 

development 

and  training 

activities 


(80) 


Unemploy- 
ment com- 
pensation 
and  employ- 
ment service 
adminis- 
tration 
(trust  fund) 

(81) 


National 
Foundation 
on  the  Arts 

and  the 
Humanities 


(82) 


Tennessee 

Valley 
Authority 


Shared 
revenues  <" 


(83) 


Alabama 

Alaska  _ _ 

Arizona  _ 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho  -. _ 

Illinois - 

Indiana .._ 

Iowa .  _ - -  _ 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland- 

Massachusetts 

Michigan 

Minnesota 

Mississippi _ 

Missouri 

Montana 

Nebraska 

Nevada _ .  _ 

New  Hampshu-e. 

New  Jersey _ _.. 

New  Mexico 

New  York 

North  Carolina -__ 

North  Dakota 

Ohio 

Oklahoma 

Oregon _ 

Pennsylvania 

Rhode  Island.. 

South  Carolina 

South  Dakota _ 

Tennessee 

Texas _ 

Utah.... 

Vermont 

Virginia. _ 

Washington. _ 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands. 

Other  Territories,  etc.s. _ 

Adjustments  or  undistrilDuted 
to  States 


Total. 


$99,  026 
27,  016 

212,  999 
92,  626 
58, 472 


425,  936 
27, 807 
7,120 
22, 381 
11, 484 
23, 344 
6,600 
37, 133 
25,  205 
20, 361 
58,  621 


8,349 
31,  250 

119,  641 
31,  651 
31, 300 

279, 116 


15,  000 
9,556 


183, 181 
"i62,"235 


16, 692 
89, 052 
3,735 
52, 143 
66,  024 


103,  975 
6,830 

13, 482 
4,620 

24,  593 


12,  296 
67,645 
18,  750 
36,554 


90,083 


2,  633,  786 


$324,  726 

138, 888 
250,  981 
174,  038 
2,  971,  773 
208,  714 
201, 958 

28,  990 
138,  269 
466,  277 
456,  919 

86,  748 

80,  220 
940,  039 
378,  561 
266,  211 
265,  729 
495, 155 
398, 369 
107, 805 
331, 832 
840, 155 
1, 167, 527 
450,  692 
866,  690 
582, 870 
146,  214 
144,  023 
110,  677 

69, 318 
980,  507 
130, 484 
2, 440,  575 
376, 009 
106, 036 
965, 009 
349, 224 
272, 940 
1, 151,  630 
109, 364 
305, 330 

55,204 
346,  865 
779, 149 
186, 338 

68,169 
276, 421 
679, 942 
373, 161 
213,  698 

57,  530 
165,  008 

13,  002 

15, 872 

307, 817 


$6, 139,  299 

2,  058,  097 
6, 453, 285 
4,  679, 133 

68,  240, 447 
5, 162,  807 
7, 928,  304 
1, 122,  655 
4,  250,  056 

10,  545, 320 

7,  477, 115 
2, 158, 425 
3, 152,  717 

22,  878,  072 

8,  207, 109 
4,  845,  554 

3,  938,  783 

4,  869, 185 
7,  252,  251 
2, 479,  817 
7,  746,  222 

19,  225, 813 

22,  874, 901 

7, 106,  605 

4,  768, 109 
9, 987, 859 
2,  499,  961 
2,  650,  557 
2,  584, 390 

1,  738,  568 
22,  273, 162 

2,  890,  046 
79, 121, 005 

9,  788,  319 
1, 918, 133 

21,  075,  551 

5,  715, 118 
6, 233,  926 

34, 151,  443 
4,  531,  566 
4,  872,  610 
1, 442, 196 
6, 137,  833 

22,  245,  262 
4,  762,  527 
1,  583,  535 
5, 975, 361 
9,  389,  805 

3,  638,  715 
7,  676,  453 
1, 454,  625 

4,  600,  713 
231,  224 

39,  648 

9, 020,  904 


23, 815,  652 


535,  791, 096 


$20,  678 
16,  980 
22, 123 
20,  053 

466,  690 
51,  970 
93,  720 
51,  653 

244,  256 
31, 303 
41,  753 
26,  578 


114,  513 

108,  945 

27,  525 

18, 323 

82,  500 

139,  927 

10,  625 

30,  513 

321,  318 

120, 125 

95, 165 

4,460 

25,  515 

3,000 

14,  403 


22,  578 

127, 165 

2,120 

2,  667, 125 

51,043 

2,220 

65,943 

14,  653 

5,000 

147,  721 

55,  000 

5,890 

500 

45,  805 

47,  513 

40, 301 

25, 140 

59,  512 

54, 293 


98, 328 
17, 173 
26, 000 


25, 370 
2,  776,  935 


8,  587, 942 


$2, 446, 221 


114, 054 


1,  588,  440 


487,  700 


150,  290 


7, 055, 904 


37,  424 


11,  890, 033 


Footnotes  at  end  of  table. 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Tciritories,  etc. 


Department  of  Transportation  " 


Federal 
Aviation 
Adminis- 
tration 


Federal 

airport 

program  " 


(84) 


Federal  Highway  Administration 


Beautifl- 

cation  and 

control  of 

outdoor 

advertising  <' 

(85) 


Forest  and 
public  land 
highways  " 


(86) 


Highway 
safety 


(87) 


Highway 
trust 
fund 


(88) 


Alabama -— — 

Alaska -- 

Arizona 

Arkansas --- 

CaUfornia 

Colorado -- 

Connecticut 

Delaware 

District  of  Columbia 

Florida — 

Georgia - 

Hawaii — - 

Idaho — 

Illinois 

Indiana 

Iowa 

Kansas -- 

Kentucky 

Louisiana --- 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi .- 

Missouri— - 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio... 

Oklahoma 

Oregon.. 

Pennsylvania 

Rhode  Island 

South  Carohna 

South  Dakota... 

Tennessee 

Texas 

Utah. 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.' 

Adjustments  or  undistributed 
to  States 


Total. 


$1,854,675 

2, 834, 508 

1,306,820 

420, 027 

3, 045,  G94 

1,307,566 

351, 549 

8,483 


7, 006, 051 

2,  786, 480 

146,  739 

163, 836 

4,  697,  692 

1,308,232 

1,359,674 

361, 107 

2, 587, 431 

513, 489 

28, 441 

405, 892 

1,  758, 286 

667, 469 

1, 104, 716 

501,994 

1, 757, 024 

712, 106 

fi34, 322 

215,617 

238,088 

490, 829 

318,591 

3, 284, 523 

903, 473 

198,  766 

1, 673, 987 

1,060,682 

270, 460 

1,743,083 

324, 865 

592, 476 

513,980 

2,091,551 

4, 403, 299 

273, 532 

54, 286 

950, 631 

249, 226 

586, 274 

1, 208, 611 

156,015 

1,334,377 

1,479.645 


$129, 151 

20, 406 

161,110 

90,407 

77, 148 

37, 752 

161,405 

3,436 

9,240 

42,957 

254,391 


27, 831 
82, 117 
31,916 
185, 548 
192, 261 
58, 149 


66,904 
10,164 
15, 000 
45, 480 
29,900 
74, 957 

172,383 
14, 140 

325, 603 
32, 245 
67,033 


14, 820 
41, 250 
11.3,966 
38, 404 
63,926 


56,063 


11,  747 


3,338 
49, 585 
42, 6.35 
101,066 
79, 994 
22, 358 
955 
222,451 
19, 146 


$156, 104 
2, 639, 306 
1,332,675 
1,474,455 
3, 485, 781 
2,748,349 


55, 597 
272, 480 


3, 562, 683 

32, 279 

992 


247, 660 
44, 100 


9,804 

241,793 

6,701 

60, 538 

2, 217. 178 

13,995 

1,171,296 

7,791 


1,587.227 


1,021,441 

60, 491 

9,873 

1,456,222 

4,746,414 

80, 476 


71,861 

650, 402 

1,082,202 

39, 085 

1,261,104 

32, 539 

283,  566 

2, 946, 975 

853, 137 

237, 683 

2, 193, 844 


365,439 


64, 147, 171 


3,300,739 


38, 761, 538 


$50, 000 
50, 000 
28,000 


109, 804 
60,000 


23,246 
"'22i'506' 


52, 547 
57, 729 
15, 450 


31,000 

5,924 

24,411 


17,010 


36, 965 


28,000 
'4oi'0Oo" 


37, 554 

50,000 

9,700 


24, 791 


$90, 326, 061 
49,003,489 
78, 371, 665 
48,851,597 

331, 175, 680 
45, 603, 586 
46,954,994 
14.959,628 
22,920,740 
77, 246, 805 

109, 812, 739 
23, 230, 181 
23, 946, 816 

145, 688, 705 
94, 186, 418 
55, 777, 796 
38, 666, 276 

80. 192. 304 
79,344.014 
22, 145, 053 
39, 786, 896 
82,284,317 

159, 077, 609 
96, 717, 896 
65,725,859 
87, 170, 875 
49,761,949 
44, 399, 080 
42, 377, 701 
15, 482, 942 

103,  728, 374 
54, 129, 889 

176,574,115 

57. 123. 305 
24, 395, 459 

198, 139, 427 
52,881,968 
49, 993, 545 

186, 505, 488 
14, 247,  668 
38, 294, 056 
31, 742, 733 
91, 049, 908 

204,991,776 
50, 975, 967 
24, 867, 494 

113,158,366 
88,  693, 182 
67, 228, 285 
49, 825, 667 
34,  768, 766 
6, 733, 343 


"a  38, 502, 643 


774, 631 


3,919,641,096 


Footnotes  at  end  of  table. 


TABLES 


711 


Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
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PART  A.  FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Coiitiuued 


States,  Territories,  etc. 


Departmeut 
of  Transpor- 
tation 41— 
Continued 


Landscaping 

and  scenic 
enliancement 

(89) 


Veterans' 
Adniinis- 
tratiou  *^ 


(90) 


Water 

Resources 

Council 


(91) 


Miscel- 
laneous 


(92) 


Total 
Part  A 


(93) 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida... 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio. 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah.... 

Vermont 

Virginia 

Washington 

West  Virginia. 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  TeiTitories,  etc' 

Adjustments  or  undistributed 
to  States 


$263. 
184 
588; 
627, 
3, 080, 
654, 
338, 
13R 
475: 
377, 
254, 


43, 
655 
420 
435, 
537, 
313, 

59 

51 

42 

681 

1,  737, 

73, 
168, 
416, 
573 
400, 
332, 
219 

27; 
357, 
677, 

40, 
166 

255, 
599 
122 


145 
138 
90 
214 
118, 
230, 
1,  352, 
158, 


466, 
301 


883 


$26,948 

1,200 

10, 872 

13, 621 

1, 630, 218 

99, 260 

616, 525 


49, 374 
346, 878 


72, 458 

636,  666 

252, 578 

381,  797 

87,  741 

28,644 

51, 209 


738, 249 
804, 126 
321, 142 

18,  708 
118,  575 

47,931 
226, 349 


52, 921 

335, 305 

10, 212 

25, 596 

28,  698 

78, 850 

495, 359 

507,  727 

10, 856 

200, 827 

289, 431 

16,317 

140, 298 

34, 287 

57, 110 

10,112 

133, 135 

17, 874 

402, 588 

17, 509 

328, 181 

20, 207 


«  $6, 539, 988 

$40, 910 

41, 660 
40,320 

"12,224,573 

32, 820 

7,380 
26, 240 

45  58,789,913 

34, 600 
43, 450 

«  6, 563, 588 

26, 300 

38, 130 
39, 200 
45, 280 
33, 000 
19, 000 
34, 050 
36, 500 
45, 420 
26, 000 


50 157, 871 


41,  720 
40, 350 
37, 980 
36, 490 
27, 000 
38, 120 
19, 370 
53, 850 
43, 900 
16, 650 
47, 590 
24, 930 
44, 560 
47, 000 
24, 920 
45, 170 
21, 300 


50 150, 019 


51  546, 933 


68, 450 
38,  580 
25, 150 
45, 130 
25, 000 
18, 000 
39, 890 
26, 680 
30, 000 


50 151, 181 
52  94, 500 


53  83, 233, 892 
M  3,  600, 000 
55  25, 946, 424 


$329,203,127 
107, 162,  639 
183, 637,  754 
223, 467, 801 
1, 724, 787,  769 
187, 089, 401 
181, 373, 7G6 
38, 081, 400 
160, 455, 189 
370, 362, 518 

397. 327. 200 
80,114,374 
65,  668,  593 

581, 055, 543 
232, 507, 154 
168, 017, 994 

149. 384. 201 
348,  734, 465 
380,515,353 

74, 973, 148 
197, 718,  792 
390, 864, 060 
499,  622, 736 
291, 284, 641 
265, 153, 096 
339, 135,  326 

95,  776, 052 
114,278,096 

68,  685. 535 

41,816,747 

350,  628, 258 

156, 868, 298 

1, 178, 990, 083 

330, 533, 043 

67,913,166 
671, 546, 546 
306, 223, 232 
185, 996, 918 
715, 224, 223 

79,850.442 
173, 617, 221 

77, 057, 357 
316,  683, 211 
733, 211,  791 
115,016,870 

53, 503,  698 
299,  605, 493 
259, 393, 400 
194, 409, 463 
216, 573, 437 

71, 153,  796 
230, 875, 909 

21, 642, 147 

47, 820, 869 

150,  562, 347 


Total- 


19, 613, 998 


9, 884, 468 


1, 538, 041 


198,094,281    15,193,145,683 


Footnotes  at  end  of  table. 
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PART  B.  FEDEKAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PUIVATE  INSTITUTIONS 

IN  THE  STATES 


States,  Territories,  etc. 


Department  of  Agriculture 


Agri- 
cultural 
conser- 
vation 
program 

(04) 


Appalach- 
ian region 
conser- 
vation 
program 


Commodity  Credit  Corporation 


Cotton 
domestic 
allotment 
program  " 

(90) 


Feed  grain 
program  " 


(97) 


Wheat 
program  ^8 


Wool  act 
program  '• 


(99) 


Alabama 

Alaska 

Arizona 

Arkansas 

CaUfornia 

Colorado 

Connecticut 

Delaware 

District  of  Columbia... 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio. 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah.. 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.'. 
Adjustments  or  undis- 
tributed to  States 


Total. 


$6, 031, 119 

60,272 

1,766,257 

4, 693, 580 

5,717,343 

4, 428, 259 

456,  030 

221, 246 


$395, 431 


$49,324,011 


$21,010,053 


$503, 205 


37,541,455 
76, 249, 343 
70, 459, 889 


3, 026, 588 
3, 178,8(i3 
8, 937, 660 
11,893,0.')0 
192, 578 
1,199,056 


663, 888 

822,046 

4,202,113 

28,731,048 

277 

223,517 


3, 477, 109 
7,812,572 

175,399 
2, 047,  708 
8, 462, 839 
4,884,387 
10,463,818 
7, 887, 443 
6,311,299 
4, 182, 886 

958,  793 
l,077,96;j 

503,173 
5, 16.3,  520 
5, 870, 204 
6,881,410 
9, 183, 895 
5, 096, 193 
6,712,1,59 

651, 694 

473, 929 

627, 973 
2, 840, 343 
4, 660,  792 
7, 167, 245 
4, 038, 308 
5,  785, 574 
7,870,531 
2, 538, 104 
4, 704, 954 
71,094 
3, 797, 838 
3, 583, 109 
5, 388, 788 
20,901,645 
1,466,369 
1,111,782 
4, 547, 696 
2, 533, 308 
1,508,852 
5,901,907 
2,014,407 

916,841 
13, 381 


154,316 


1, 122, 224 
34, 109, 201 


5, 471,  057 
24, 243, 672 


145,261 
1,263,457 


143, 339 


326 

468, 948 

33,287,371 


23, 484 


104, 231, 672 
20, 716, 678 


315, 166 


261,345 
333, 246 


11,694,019 
26,"236,"772" 


182, 895 


21, 677, 665 


310, 635 
""54^818" 
'402,'573' 


28, 672, 622 


34, 262,  727 
247, 349, 069 


163, 476 


761, 865 


330, 375 


52 


2, 

103, 

75, 

212, 

66, 

31, 

3, 


34 

110 

14i 

84, 

3, 

128, 


3, 

9, 
9, 
30, 
22, 
52, 
10, 
2, 
10, 

12, 

39, 

22, 

'108, 

1, 


315, 670 
033,521 
.487,328 
828, 231 
114,566 
158,671 
243, 702 

63,180 
262, 157 

58,  740 
505,  775 
302, 602 
398, 180 
018, 194 
877, 358 
018,817 

31,  782 
9,208 
451,230 
653, 334 
111,320 
644, 902 
790, 944 
871,556 
424, 422 
245,815 
950, 585 
1,983 
516,179 
325, 419 
240, 019 
177,942 
124,288 
134, 434 
624, 029 
856, 282 
141,778 
741,079 
801,244 


22,383,983 

16,317,807 

11,776,004 

586, 461 

141,172,886 

1,611,068 

373, 884 

2,339 

930, 689 

343 

14,177,321 

9,7t)4, 192 

4(W,  837 

16,910,406 

46, 978, 403 

40, 235, 007 

249, 389 


536, 957 

6, 4,59, 871 

4,217,099 

3,151,593 

90, 031, 252 

10,245,785 

57, 630, 208 

14,715,308 

3,208,811 

«■      41 

'I,fi75,a38 

24,  022, 457 

1,299,945 

46, 395, 944 

3,196,010 

70 

2, 030, 847 

39,936,838 

123, 5()5 

464,602 

3,022,656 


216, 644, 000 


2, 802, 009 


792,618,404 


1,340,315,649 


679,051,988 


$5, 070 

712 

370, 687 

12, 902 

1,763,027 

1,483,870 

4,498 

1,507 


1,269 

2,353 

96 

1,227,578 

395, 799 

281,807 

918,340 

425, 447 

132,001 

13, 531 

18, 851 

17,096 

7,988 

283, 953 

610, 279 

9,134 

366, 299 

1,484,120 

368. 636 
203,  745 

4,944 

6,784 

855, 114 

114,380 

9,473 

480. 637 
690,212 
111,186 
676, 544 
162, 981 

1,339 

512 

1,618,371 

61,6()4 

9, 90S,  943 

951,603 

5,950 

204, 158 

237, 739 

180, 606 

145,916 

2,  290, 415 


29, 188, 695 


Footnotes  at  end  of  table. 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 
IN  THE  STATES— Continuod 


Dopartmont  of  Agriculture— Continuod 

Stivtos,  Torritorlos,  otc. 

(vonsorva- 

tion 

reserve 

program 

(100) 

Cropland 
adjust- 
ment 
program 

(101) 

Cropland 
conversion 
program  '« 

(102) 

Emergency 
conserva- 
tion 
measures  '» 

(103) 

Croat 
Plains 

conserva- 
tion 

program 

(104) 

Indeimiity 

payments 

to  dairy 

farmers 

(106) 

Alabama 

$3, 106, 230 

$1, 763, 526 

$32,  484 

$3, 078 

38,  740 

277,  782 

Alaska 

Arizona 

24, 825 

2,  763,  958 

507, 205 

7,171.059 

10,  178 

93, 409 

120,250 
289,  085 
378,  585 
900,  273 
171,240 
43,  339 

32,"  252" 
18, 328 
47,897 

$1,266 

Arkiiiisus ... 

California    

183,  751 
348, 206 

6,238 

(/Olorado . 

$1, 827,  400 

Connocticut..... 

Delaware 

District  of  Columbia 

Florida 

1, 723, 215 
9,426,002 

865, 202 
3,398,743 

8,  390 
73, 205 

140,  128 
100,  959 

Georgia 

Hawaii ... 

Idaho 

1, 886, 193 
860, 964 

1, 200, 220 
805,  000 

9,151,888 

2,  008,  055 

1,  000,  238 
701,  105 
229,  579 

11,747 

2,  474,  938 
8,031,814 
1,361,615 
3, 993,  ()06 
3, 199, 882 

3,  674, 248 

101,910 
1, 353. 950 

990,  948 
1,572,024 

875,  032 
2,  158,947 

175,  225 
25,  398 

139,  434 

32,  724 

3,218,781 

2,  484,  239 

705,  55(i 
2,  827,  108 

480,  572 
2,334,571 

21,977 
12,  932 
18,  428 

130,  797 

88,  184 

4,  004 

149,  504 
74,310 

044,  522 

-47,050 

40,  125 

11,()88 

87,  530 

59 

710,423 

90,  488 

Illinois 

Indiana . . 

Iowa 

1,  371,  332 

13, 031 

Ivontuckv . . 

Maino .... 

Maryland . . 

Massachusetts 

350 
7,  002 
31,902 
232,  220 
•SO,  098 
3,  280 
54, 173 

7, 282 
-8, 979 
-103,195 
110,053 
73,  822 
-2t;,  530 
104,491 
104, 087 
61,457 

Michigan . 

Minnt'sota . . 

Mississipiii . 

1,208 

Missouri 

900,  506 
1,804,431 

Nebraska 

2,038 

Nevada    . 

New  Hampshire .. 

121,797 

70,  223 

3,795,981 

2,  758, 885 
1,  938, 062 

13, 928,  006 
1,514,200 
7,  422,  030 

1,  007,  977 
1, 638, 324 

166 
6, 324, 639 
7, 362, 300 

3,  176, 409 
16,830,182 

1, 227,  028 
316,  190 
638,  457 

1, 751, 370 
296,  790 

2,  006,  712 
623, 343 

447 
140,  245 

1,882,538 

759,  892 

1,289,274 

2.008,031 

2,  337,  772 

770,  777 

104,  808 

1,  205,  394 

-100 

New  Jersey 

11,043 

1,  957 

70,  404 

09,  928 
9,  727 
20,  834 
13,420 
3, 319 

275,  138 

914,033 

New  York . 

Nortli  (Carolina 

2,  202 

8, 893 

31,092 

508. 298 

774,  074 

2, 266 

Nortli  1  )akota 

814, 786 
"'i,'i96,'647' 

Ohio.... 

Oklulioina... .. 

Oregon .. .. 

South  (Carolina 

i,  503,  173 
1,710,020 
1,059,808 
4,  740,  344 

30,  007 

24,  171 
700,  500 
208,719 

69, 808 
4, 203, 388 

60, 961 

17, 909 
144, 043 

27,  028 
100,  900 
21,014 

Soutii  Dakota 

8, 742 

-13 

307, 307 

42, 916 

42, 350 

272, 094 

14,039 

84, 017 

22, 400 

234, 863 

1,726 

809, 101 

Tennessee 

6,  782, 227 

130, 193 

Utah 

Vermont . .. . 

Virginia . 

57 
6,  258 

West  Virginia 

Wisconsin 

20,216 
13, 306 

13, 432 

Wyoming  

227, 499 

Virgin  Islands 

Adjustments  or  undislril)- 
uted  to  States 

-617 

Total 

140,734,508 

63, 002, 601 

1, 666, 310 

6,701,960 

18,647,801 

160, 466 

Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  Stale  and  local  governments  and  to  individuals 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


States,  Territories,  etc. 


Department  of  Agri- 
culture—Continued 


Rural 
water  and 
waste  dis- 
posal 
grants 

(106) 


Sugar  Act 
program 


(107) 


Atomic 
Energy 
Commis- 
sion 


Grants, 
fellow- 
ships, and 
otlicr 
aid  6» 

(lOS) 


Depart- 
ment of 
Commerce 


Economic 
Develop- 
ment Ad- 
ministra- 
tion 21 

(109) 


Department  of 
Defense 


Air  Force 

National 

Guard 


(110) 


Army 

National 

Guard 


(111) 


Alabama 

Alaska 

Arizona 

Arliausas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia.-.. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentuclcy 

Louisiana 

Maine 

Maryland 

Massachusetts 

Micliigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Mampsliire 

New  Jersey 

New  Mexico 

New  York 

North  Ciirolina.- 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina- 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.'. 

Adjustments  or  undis- 

tril)uted  to  States 


Total. 


$168, 100 
29,  000 


$10, 144, 421 
5, 321, 130 


111,850 
101, 545 


6,  070,  407 


62,600 


63, 950 
5,600 


10,847,211 

5,  426, 501 

19, 392 


38, 110 
708,  004 


25, 450 
127,  630 
48, 150 


8, 133, 502 
64,702 


552, 300 


2, 584,  969 
3, 446, 098 


49, 000 


2,  405,  790 

2,  794,  805 

31, 857 


23,  000 


61,  090 


102,  793 
105,  744 


1, 885,  218 
1, 331, 000 


8, 250 


11, 115 


8,  4(i0 

900,  200 

60, 000 


1, 138,  791 
1,  247, 383 


33,800 


2,  925, 869 


1,  859,  213 

11,895,833 

105,  722 


$31, 078 
61 

84, 374 

35,  075 
765, 427 
182,  792 

47, 092 

11, 502 
149, 386 
138,  478 
151, 959 

17, 266 

23,  235 

1,  028,  401 

282,  767 

329,  877 

170, 950 

07, 158 
118,004 

10, 129 

62,  435 
380,  408 
389,  497 
140, 506 

69, 025 
183, 465 

28, 070 

69,  921 
6, 131 

33, 469 
217,  753 

65, 827 

1, 251, 222 

175, 257 

19, 321 
249,  807 

62,  255 
192,  279 
239, 151 

21,  533 
140, 207 

44,  781 
636, 886 
469,  340 

87,  413 

10, 127 
219,  391 
251,  501 

22, 137 
210,  102 

14, 330 
1, 409, 800 


$6, 282 

13,  856 

4, 469 

11,431 

16,  581 

3,  899 

1, 354 

1,479 


5,086 

18, 094 

1,912 

4,600 

7,  213 
11,011 

1,543 

1,428 

28, 925 

14, 800 

3,739 

3,800 

4,  295 

25,  459 

10,  781 

13,311 

8,843 

4,  430 
1,  670 
1,400 
1, 494 

8,  755 
6,  000 

14,  350 
12,  234 
2, 205 
14,  010 
23, 370 

5,  630 
18,  010 


2,404 


9,200 
12, 404 
8, 878 
2,176 
1,034 
8,  589 
8,007 
5,  512 
1, 694 
10,  349 


$4, 071, 405 

1,  038,  701 
3,  035, 180 

3,  540,  942 
9,  295,  014 

4,  406,  717 

2,  572, 244 
2, 014, 322 
3, 199, 146 
1, 8i)8, 378 
6, 084,  705 

4,  922,  323 
2, 180, 175 

5,  250, 998 

3,  448,  092 

4,  004, 288 
3, 298,  853 
2,  024, 977 
2,  236, 489 
1,814,043 

2,  730,  638 
4, 551, 943 

4,  085, 170 

3,  700,  371 
3,  984,  935 
6, 400, 602 
2,  095, 170 

1,  500,  941 
1,812,110 
1,457,6,53 

5,  794,  059 
2, 1.54, 577 

10, 357,  004 

2,  050,  520 
2, 380, 123 
9, 055,  509 
3, 452,  535 

2,  629,  751 
7,  407,  697 
1,  754,  471 
2, 160, 005 
2, 154. 913 

5,  474,  730 

6,  745, 588 
2, 670, 075 
2, 519,  430 

1,  610, 528 

3,  674,  095 

2,  607,  937 
4, 458, 984 
1, 418, 048 
2, 312,  041 


$9, 575, 021 
2, 273,  735 
2, 039, 672 
4,  080, 118 

17,  478, 163 
2, 098, 523 
5, 522, 862 
2, 185, 267 
1, 153,  738 
4, 323, 892 
6, 512, 876 
6,  080, 683 
3, 029, 192 
8,  673,  786 
6, 681, 904 
4,  905, 921 

4,  731,  209 
3, 147, 207 
4, 838, 864 
2, 204, 147 
0, 851, 306 
9, 540,  796 
7, 576, 803 
7, 995, 976 
7, 409, 340 
6, 978,  977 
2, 270,  325 
2,  654, 358 

901,  909 
1, 905, 967 
9, 066,  005 
3, 282,  787 

18, 340, 460 
6, 396, 344 
2, 173, 579 
9, 935, 274 
6,771,637 
4, 036,  705 

13,  772,  780 
2, 808, 261 

5,  032, 196 
2,  486, 310 
6, 281,  741 

12, 484,  421 
3, 478, 212 
2, 163,  782 
7, 862, 910 
5, 909,  641 
2, 336, 472 
5,  586,  944 
1, 317, 331 
3, 571, 864 


<io»  166, 948, 132 


104, 579, 042 


2,  502, 190 


81,  689, 479 


10,995,197 


409,  061 


355, 940, 575 


486, 228, 153 


Footnotes  at  end  of  table. 


TABLES 


715 


Table  85.— Federal  granls  in  aid  to  Slate  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Contimiod 

TAUT  B.  FKDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  TRTVATE  INSTITUTIONS 
IN  TUB  STATES— Continued 


States,  Territories,  etc. 


Alabama - 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia. 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada _.. 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island... 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia, 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territr'ries,  etc.' 

Adjustments  or  undistributed 
to  States 


Depart- 
ment of 
Defense — 
Continued 


Civil 

defense  6i 


(112) 


TotaL. 


$226, 572 
36, 498 

157, 342 
66, 409 

144, 004 
55,446 
28,906 
18, 377 
36,064 
76, 116 
1,081,750 
24,634 
25, 954 
91,559 
53, 127 
46, 103 
55, 485 
53, 507 
68,718 
25, 567 

123, 770 
62, 185 
13, 418 

119,214 
64,650 
83, 453 
33,665 
32,881 

103, 692 
17,285 

107, 341 
37,365 

614, 802 
90, 673 
34, 078 

213, 524 

102, 421 
35, 507 

642. 930 
788 

45,685 
33, 713 
567, 129 
71,505 
45,  691 
17,  780 
50, 736 
43,657 

398. 931 
211,209 

20, 209 
127,874 


Funds  appropriated 

to  the 

President 


Office  of  Economic 
Opportunity 


Adult 

basic 

education  20 


(113) 


$509, 291 

40, 000 

193,  641 

399, 845 

2, 023, 170 

92, 200 

268, 000 

92, 899 

1,154,040 

1, 103, 815 

1,017,604 

118,819 

57,285 

1,923,336 

322, 066 

147, 513 

138, 266 

1,085,843 

1, 119, 144 

78, 167 

278, 630 

834, 645 

1, 395, 048 

187,  774 

701, 018 

188,816 

82,  722 

44, 125 

33, 830 

37, 082 

812, 280 

160, 565 

1,809,201 

1, 092, 615 

120,623 

795,000 

261, 709 

73,382 

1, 419, 445 

75, 124 

1,039,957 

45, 000 

2, 071, 263 

2, 143, 597 

60, 955 

64,200 

800, 967 

177, 196 

337, 593 

126, 000 

50, 000 

204, 706 

27, 600 

43,080 

-2,813,326 


6,539,898     26,717,366 


Job 
Corps  S' 


(114) 


$131,847 

30,240 

107, 775 

145,829 

569, 000 

67, 673 

28,864 

6,300 

9,232 

220, 351 

142, 225 

23,100 

20, 700 

77, 850 

68,500 

57, 500 

65, 201 

166.348 

243, 102 

26,535 

18, 100 

32,163 

122, 467 

70, 000 

160, 385 

112,907 

40, 308 

42,907 

16, 150 

18, 699 

161, 195 

76,  789 

148, 600 

4,953 

38, 000 

92, 254 

150, 725 

60,855 

124, 500 

11,065 

133, 518 

15,995 

126, 000 

496, 147 

23, 932 

3,541 

145, 000 

152, 790 

60,098 

14, 497 

22, 411 

11,  777 

11, 095 


71,222 


4,988,217 


General 
Services 
Adminis- 
tration 


National 

historical 

grants 


(115) 


$62, 878 


11, 250 
11,650 


15, 899 
15,000 


7,235 
3,904 
15,400 


-3, 950 


29, 381 
36, 049 
15, 509 
43, 302 
15, 670 


9,752 
8,420 
26, 044 


30, 578 
19, 039 


22, 469 


405, 263 


Department 
ofHealtli, 
Education, 
and  Welfare 


Office  of 
Education 


Construc- 
tion 


Higher 
education 
faciUties 

(110) 


$911, 109 


556, 550 

586, 818 

5, 516, 939 

956, 817 

276, 260 

127,915 

202, 295 

1, 791, 655 

1,729,003 

153, 995 

264, 882 

1,716,538 

1,894,052 

609, 674 

678, 689 

1,192,915 

1,175,228 

66, 304 

902, 628 

1,115,962 

2,370,905 

1,163,802 

491, 151 

1,741,760 

249, 953 

457, 570 

145, 292 

245, 669 

1,761,587 

676, 122 

3,  762,  111 

1,906,826 

115, 070 

3,  795, 163 

528, 636 

800, 174 

3, 281, 837 

82,856 

1,013,946 

302, 151 

1,181,647 

4, 425, 919 

664, 234 

241, 610 

606, 170 

1,000,316 

596, 683 

1,921,998 

1,888 

98, 035 


11,829 


58, 068, 140 


Footnotes  at  end  of  table. 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 
IN  THE  STATES— Continued 


Department  of  Ilcaltli,  Education,  and  Welfare— Continued 

Office  of  Education— Continued 

Sliitos,  Territorios,  etc. 

Coopera- 
tive 
research 

(117) 

Coopera- 
tive 
vocational 
education 

(118) 

Defense 
educa- 
tional 
activities 

(lie) 

Educa- 
tional 
iinprovc- 
nu'iit  for 
the  handi- 
capped 

(120) 

Educa- 
tional 
television 

(121) 

Equal 
education 
opportuni- 
ties 
program 

(122) 

Alabama      .  .  

$26,367 

$697,298 
260, 195 
7(3,  .358 
243,841 

6, 5(i6, 944 

349, 109 

824, 432 

58, 137 

624, 886 

1,852,529 

1,089,751 
658,316 
112,870 

2.  (36, 320 

3,851.013 
(588,  628 
884,  406 
(34,310 
645,170 
130,929 
3C4,323 

2,  647, 179 

3, 286, 138 
982, 451 
307, 198 
672,816 
491.693 
539, 536 
67,  (553 
258, 2(52 

1,070,529 
360, 080 

6,367,351 
824, 401 
240, 469 

2,  284,  9(56 
523. 076 

1.929.680 

1,880,316 
283.867 
217,907 
135, 407 
620. 401 

1,485,070 

262,091 

62,906 

675,383 

1,, 572, 406 
.320.161 

1,106,003 

416,707 

201,  (i65 

56,883 

38, 773 

52,561,300 

$6, 171 

$258, 678 
198, 732 
145,515 

$275,300 

Alaska          .  -  

Arizona    

124,899 

38, 744 

2,461,012 

361,061 

619,768 

46, 130 

683,331 

412,811 

138, 088 

46,132 

7t),980 

702, 2(58 

146, 520 

389,916 

100, 766 

73,397 

100,831 

Arkansas 

146, 796 
236,441 

California 

$323, 412 
30, 204 
28,682 
10, 930 
47, 542 
10,480 

293, 637 

119,264 

Colorado 

Connecticut 

11,562 

180, 676 

Delaware 

38,245 

District  of  Columbia 

132, 200 

4,474 
3(;2, 666 
275, 350 
184,479 
48, 149 
230, 152 
106,845 

Florida     

544, 793 
150. 144 

3, 000 
20,000 

Hawaii 

Idivlio 

Illinois 

103,865 
64,321 

8,227 
10, 795 
32,630 

3,748 

7,948 

Indiana    ..  

49.648 

Iowa 

Kansas 

16,731 

123,  623 

Kentucky 

429.827 
7,570 

Louisiana 

Maine 

Maryland 

229,807 
428,112 
840,  615 
541,302 

()6, 662 
106, 270 

76,950 
188,527 

69,567 

18, 822 
303, 420 

64. 990 

1,958,677 

744, 634 

60, 023 

1,71)1,508 

161,069 

340,  667 

1, 148,  757 

243,873 

33,682 

6,295 
42,064 
68,518 

36,926 

Massachusetts 

114,628 
70,832 
34,443 

362, 695 
288, 547 
262, 218 

56, 989 

Minnesota - 

Mississippi 

118,043 
18, 594 

Missouri    ...  

8,174 
7,607 
4,495 
6,769 
6, 600 

14,321 

13,823 

155,214 

6,110 

2,148 

70,067 
6,274 

81,  670 

411,520 

4,134 

6, 876 

27,000 

Montana 

Nebraska.. 

313,977 

Nevada 

Now  Hampshire 

300.686 

Now  Jersey 

Now  Mexico 

47,917 
174,902 
189, 797 

New  York 

122,621 
3,000 

591.894 
194,  (568 
153,233 
88,488 
223,486 

North  Carolina 

Nortli  Dakota. 

Ohio 

13,853 
4,525 

Oklahoma ..- 

Oregon 

356,202 
62,889 
43,638 

Pennsylvania 

7,380 

&59,815 

Rliodo  Island 

South  Carolina 

148.110 
215,974 
250, 148 
369. 093 
85,003 
287. 891 
256, 424 
104, 866 
261, 437 
197,975 

South  Dakota 

3, 000 
75, 6(52 
22, 744 

7,500 

Tennessee 

8,566 
62, 942 

9.330 

4,000 
10,368 
19,442 

2, 996 
49,535 

170,011 

182, 740 

77,992 

236, 769 
141  764 

Texas 

Utah 

Vermont 

Virginia 

7(5,987 
410,  ()80 

19, 466 
456,221 

62, 906 

174,420 

Washington 

West  Virginia 

23,410 

Wisconsin 

23,646 

Wyoming 

Puerto  Rico- 

8,878 

28,000 

83,129 

Virgin  Islands 

Other  Territories,  etc' 

Adjustments  or  undistributed 
to  States 

Total 

1,867,511 

17,121.635 

107,567,289 

925,933 

7,979,159 

3,548,914 

Footnotes  at  end  of  table. 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


States,  Territories,  etc. 


Department  of  Health,  Education,  and  Welfare— Continued 


Office  of  Education— Continued 


Foreign 
language 
and  area 
studies 

(123) 


Mainte- 
nance and 
operation 
of  schools 

(124) 


National 

Teacher 

Corps 


(125) 


Research 

and 
training 


(126) 


Public  Health  Service 


Accident 
prevention  " 


(127) 


Air 
pollution 


(128) 


Alabama 

Alaska. -. 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland.- 

Massachusetts 

Michigan 

Minnesota 

Mississippi-— 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania... 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia... 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc  ' 

Adjustments  or  undistributed 
to  States  92 


$3,  598 

6 

256, 378 

13,  764 

15,  798 


$96,042 


102, 239 
60, 368 

5,599 
30,  920 
11, 078 
158, 527 
54, 252 
26, 658 
24,700 

6,021 
27, 062 

8,056 
12,  761 
85, 447 
71,  111 
20,  998 


975,  840 
7,500 
48, 879 


48, 191 
7,500 
4,680 


669, 182 

7,500 

11,463 


56,  494 
1,225 
2,606 


11, 605 
47,687 

29,  589 
246, 891 

6,183 

3,866 

146,  620 

8,580 

43, 819 

148, 884 

82, 249 

258 

946 

624 

84,  056 

21,214 

4,097 

19,  893 

30,  855 
10,  305 
47,  987 


36, 614 


26,  256 


26, 825 

287, 282 


5,098 
3,907 
42, 126 


53, 769 


7,500 


$62,  697 

373, 395 

1, 121, 253 


156 


483, 355 

360, 493 

191,  450 

70, 004 


$126, 652 

17,422 

89, 660 

260,  523 

7,  594, 733 

993, 638 

300, 373 

56,  075 

537, 743 

1,  435, 199 

1,  613,  691 

196,  529 


$15, 124 


12, 903 
'620,"969" 


24,  649 
44, 984 


745, 414 
412, 938 


653,  717 

156, 171 

479 

1,879 

537, 131 

363, 855 

95, 119 

329, 831 


286, 887 


19,  548 

231, 082 

1, 222, 450 

334, 049 


685,  632 
80, 363 
271, 110 
838, 619 
279, 916 
153, 110 


320,  721 

808,  742 

770 


240, 607 


300, 351 
299,  915 


187,  900 


2, 102,  676 

639, 397 

544, 852 

136,  051 

171, 192 

61, 100 

3,319 

308, 065 

4, 308, 275 

1, 877, 123 

1, 260,  727 

2,577 

2, 796, 031 

3,836 

77, 488 

50,  580 

29,  523 

164, 210 

1, 025, 812 

6, 292, 434 

939, 098 

114, 443 

1, 054,  641 

9,097 

2, 165,  793 

3, 198, 983 

167, 972 

3,636 

9,000 

379, 883 

2, 268, 647 

59,  757 

27, 110 

210,  948 

182, 198 

932, 954 

1, 797, 279 

8,212 

43, 386 


3,883 
9,910 


12, 913 
73,  953 


156, 738 
63,  763 
107,  602 
-9,  506 
4,400 


8,767 
117, 344 


420, 655 
17, 210 


59,  512 


1,474 
90, 727 


40, 328 


8,192 
9,780 


3,966 
"-§"576' 


229, 810 


17, 052 
5,583 


-5,096 


Total. 


2, 271, 690 


2, 390, 331 


12,  521, 109 


48,  673, 178 


1, 911,  568 


$138, 034 

47,  404 

105,  631 

29, 180 

2, 137, 964 

323, 642 

321, 863 

7,499 

325,  440 

194,  519 

131, 480 

7,839 


817, 085 
167, 104 
10, 399 
136, 025 


118. 826 
27, 823 

225, 913 
221, 301 
643,  514 
263,  704 
2,368 
395,  589 
28, 191 
43, 854 
79, 307 
20, 077 
167, 417 
94,426 
1,  583, 394 

185. 827 


452,  575 
31, 734 

208, 356 

1,  949, 819 

44,119 

89, 986 


91, 146 
304,  599 
194, 021 


112,  768 

431,  401 

321, 120 

51,  658 

2,309 


96, 964 
-112,728 


13, 272,  486 


Footnotes  at  end  of  table. 
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States,  Territories,  etc. 


Alabama 

Alaska -. 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idalio -. 

Illinois 

Indiana - 

Iowa -. 

Kansas 

Kentucky 

Louisiana 

Maine - 

Maryland 

Massachusetts 

Michigan 

Minnesota.. 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada _. 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Olilahoma 

Oregon 

Pennsylvania.. 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc  ' 

Adjustments  or  undistributed 
to  States  M — -. 


Department  of  Health,  Education,  and  Welfare— Continued 


Public  Health  Service— Continued 


Allergy 
and  infec- 
tious dis- 
ease activ- 
ities 

(129) 


$187, 414 


148,  973 
25, 259 

8,  636,  305 
957,  762 

1, 054, 247 
12,  265 
877,  476 
958, 218 
682,  612 
366, 313 


Total. 


3, 483, 055 

534, 084 

400, 074 

705,  671 

160,  701 

965, 141 

8,106 

2,  026,  049 

4, 472, 795 

1, 307,  055 

1,  095, 172 

287, 485 

811,  528 

305, 626 

86. 403 


129, 361 

909, 839 

50,  513 

7,  561, 131 

1, 146, 870 


1,  275, 070 

391, 004 

402, 916 

4, 241, 275 

52, 472 

36, 397 

65, 487 

883, 877 

1,  404,  454 

310, 181 


319,  567 
1, 314, 105 

123,  073 

1,  650,  772 

5,927 

128, 275 


1, 559, 107 
-77, 848 


54,  499, 074 


Arthritis 
and  me- 
tabolic 
disease 
activities 

(130) 


Child 
health  and 
human  de- 
velopment » 


(131) 


Chronic 

disease  and 

health  of 

the  aged 


(132) 


$833, 883 


50,  699 
537, 641 

9, 851, 926 
987, 761 

1, 861, 327 


1, 133,  575 

1,  532,  487 

816,  491 

143, 828 


4, 399. 766 

954, 244 

974, 827 

620,  753 

845,  682 

638,  462 

28. 619 

3,  648.  777 

12,  253, 188 

2,  958, 886 

3,  021, 275 
254,  746 

3, 154, 004 
31, 958 
507, 651 


331, 035 
1, 101,  512 

220, 105 

17,  569, 219 

3, 179,  519 

86,  455 

3, 206,  448 

848,  619 
1, 267, 262 
5,  816, 729 

126,  366 

343,  722 

61, 302 

2, 185, 050 

2,  981, 290 

1, 329,  579 

442,  795 

859, 090 
3, 331, 867 

438.  563 
2, 210, 835 


327, 246 


2, 046, 597 
-96, 327 


$284,302 


2,928 

100,510 

6, 252,  410 

1,  565, 628 
830, 515 
-1,705 
298,  677 

1, 292, 809 

448, 110 

323, 468 

9,716 

2,  471, 281 
608, 340 
746,  458 
827, 028 
317, 884 
326,  658 
325, 793 

2, 120, 140 

3,  ,507, 131 
1,546,811 
1,  069, 729 

6,257 

1, 010,  563 

29, 464 

836,  550 

48,  538 

121, 803 

578, 224 

263,  431 

6, 124.  533 

1, 202, 362 


2, 224,  520 

373, 186 

353, 842 

3,  200,  426 

556,  058 

17, 870 

4,057 

976,  495 

872,  554 

192. 330 

85, 016 

408. 895 

1, 208, 790 

94, 121 

1,  057,  589 


34, 043 


1, 122, 598 
-16,291 


102,257,334     48,262,435 


$717, 038 


103, 

63, 

2,788, 

367: 

288: 

52, 
858 
571 
948 

62, 

64, 

1, 390, 

547, 

399; 

310, 

545, 

4.52, 

118, 

321 

1,602 

1,101 

922 

370i 

1, 037, 

36, 
127 

37, 

32, 
338, 
154, 
4,  412, 
318 

12, 

1, 149 

291 

423, 

1,  402, 

68, 

140, 

6, 

851 

1, 047 

119, 

80, 
388 
717 

66, 
525, 

28 
108 


3 
-23 


Communi 
cable  dis- 
ease activ- 
ities '» 


(133) 


$8, 977 
"i54,"846' 


108,  471 


-1,727 
39, 236 
75, 675 


437,  520 


36,  683 
-186 
9.  703 

58, 247 


7,333 

HI,  783 

38, 215 

483 


61, 158 
'264,"83i' 


-2,  651 
17, 413 


62,  284 


8,763 
83, 479 
29, 352 


43, 192 


19,008 
39,681 


12, 954 
-13.447 


28,875,046       1,799,794 


Commu- 
nity health 
practice 

and 
research 

(134) 


$238, 760 

59,400 

368,  302 

124, 238 

4,604,621 

209, 992 

780. 833 

13. 266 

528, 102 

300,444 

327, 242 

456, 898 

43, 348 

1, 563, 014 

633,  515 

433,  553 

275, 222 

498, 861 

942, 168 

12, 944 

1, 499, 104 

2, 274, 890 

2,  623, 839 

1. 184, 886 

161, 394 

1,210,144 

18,  624 

304, 122 

26. 654 

32. 100 

379, 183 

81, 9.54 

3, 835, 070 

1, 886, 163 

93,  539 

1. 068, 625 

352, 155 

329, 046 

2. 686, 219 

180, 374 

25, 455 

54, 393 

045,  689 

1, 492,  674 

140, 283 

83, 035 

323, 425 

375, 390 

210. 620 

450,006 

8,744 

742, 762 


13,326 
-50,  432 


37, 058. 178 


Footnotes  at  end  of  table. 
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Department  of  Health,  Education,  and  Welfare— Continued 

Public  Health  Service— Continued 

States,  Territories,  etc. 

Compre- 
hensive 
health 
planning 
services 

(135) 

Control 

of 
tubercu- 
losis 

(136) 

Control 

of 
venereal 
disease 

(137) 

Construction 

Dental 

Health 
research 
facilities 

(138) 

Hospital  19 
(139) 

services 

and 
resources 

(140) 

Alabama 

$226,835 

$552, 524 

22,474 

651, 072 

$23, 378 

$188,  631 

Alaska - 

Arizona 

61, 267 

Arkansas 

$2,564 

California...                      .    .. 

107,423 
41,  775 

$61, 193 

3,757,405 
159, 812 
848, 273 
164,  598 

180, 116 

258  718 

Colorado ..- 

Connecticut 

106, 187 

Delaware.        ....    

District  of  Columbia 

325, 172 

523 

25,  000 
19,  713 
10,  295 

Florida 

944, 812 
2,319 

97, 291 

Georgia .           ..    .. 

Hawaii.. 

5,669 

44,761 

Idaho 

Illinois. 

2,156 

44,  035 
105,  900 

72, 215 

3, 864, 155 
80, 347 
200, 000 
211, 086 
108, 544 

152, 458 

139, 335 

150,  401 

3,916 

300, 080 

Indiana... 

82  555 

Iowa 

85, 625 

Kansas 

4,145 

Kentucky 

25,  976 

178,894 
44, 511 

Louisiana. 

64,576 

Maine.. 

Maryland... 

10,  772 
1,972 
4,726 

57,  499 
67,  853 

13, 081 

860, 622 

1, 802, 072 

865,  319 

902, 157 

46, 972 
652, 297 

43, 175 

129, 077 

277, 172 

244,  016 

1,167 

48, 559 

Massachusetts 

283,  626 

Michigan  .. 

309, 267 
42, 946 

Mimiesota 

100, 058 

Mississippi. 

Missouri 

190,  788 

56, 106 

158, 141 

Montana..  .  . 

Nebraska 

92, 316 

Nevada 

New  Hampshire 

New  Jersey 

142, 934 

872,  729 

5, 630,  918 

2, 405, 203 

87, 058 

New  Mexico 

6,564 

416, 856 

171, 520 

119, 420 
104, 244 

316,  982 
353, 827 

North  Carolina 

North  Dakota 

Ohio... 

980, 094 

125, 147 

300,  614 

Oklahoma 

Oregon 

32,  783 
421, 523 

198, 304 

1, 543, 306 

15, 848 

-18, 894 
49, 234 

105, 900 
296  694 

84, 190 

Rhode  Island 

South  Carolina 

South  Dakota 

2,516 

1,  006, 133 

3, 361, 006 

929,  260 

1,  087, 031 

896, 108 

472,  423 

Tennessee 

272,  675 
235,  661 

102, 469 
125, 528 

Texas 

2,231 

146,  625 

Utah 

Vermont 

Virginia 

84, 565 

37,955 

Washington 

40, 091 

West  Virginia 

31,  286 

Wisconsin. 

124,  686 

1,  433, 899 

8,627 

51, 521 

Puerto  Rico 

2,764 

21, 924 

Virgin  Islands. 

Other  Territories,  etc  s 

7,249 

Adjustments  or  undis- 
tributed to  States  62 

-47,  466 

-5,  720 

Total 

37, 187 

2, 943, 330 

409,  098 

37,  717,  747 

2,069,850 

4, 089, 299 

Footnotes  at  end  of  table. 
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States,  Territories,  etc. 


Department  of  Health,  Education,  and  Welfare— Continued 


Public  Health  Service— Continued 


Environ- 
mental 

engineer- 
ing and 
sanit;A- 
tion  19 

(141) 


Environ- 
mental 
health 

services  i" 


(142) 


General 
medical 
sciences 


(143) 


General 
research 

and 
services  " 


(144) 


General 
research 
support 
grants 


(145) 


Manpower 
education 

and 
utilization 


(140) 


Alabama 

Alaska 

Arizona 

Arkansas. 

California 

Colorado 

Connecticut 

Delaware. 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois - 

Indiana.. 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine - 

Maryland 

Massachusetts 

Michigan 

Mirmesota 

Mississippi 

Missouri 

Montana. .  _ 

Nebraska 

Nevada 

New  Hampshire. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma.. 

Oregon 

Pennsylvania 

Rliode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah... 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming.. 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc' 

Adjustments  or  undistril)- 
uted  to  States  »2. 


$88, 455 


$44,  705 

31,  814 

2,262 


1, 163,  270 
7,542 
390,  538 
5,478 
236,  842 
913,  259 
120,  772 
244, 327 


1, 160, 923 
837 
481 


63,  284 
381,  692 
168, 372 


500,  544 
83, 861 

353, 126 
36, 421 
54,950 
33,  221 


297,  509 
284, 178 
160,  060 
-922 
16,  408 
193,  402 


43,  058 
523,  200 
202,  701 
118, 943 


77,294 
25,  614 
74, 816 


148,  891 
651, 072 
363, 118 
95,  216 
39,  005 
808,  620 


$339, 

213, 

388, 

214, 

16,  699, 

1,  195, 

3,  456 

75, 
498, 

1,  807, 
852, 
649, 

5, 
7.364 

2,  470, 
1,  744, 
1,  218 

725, 
1,  094, 

107 

4,  814 
9,  856 

3,  857, 
2, 303, 

234, 

1,  827, 

94, 

175, 


$391, 353 


$358, 820 


10,  025 
300,  803 

5, 397,  500 
666, 046 
764,  428 
-1,942 

1, 173,  203 
551,  326 

1,  003,  957 
100,  805 


53,  533 

205,  460 

4,  783,  822 

400,  921 

365,  576 

29,  440 
842, 186 
594,  023 
604,  727 

83,  996 


2,  777, 199 
525,  216 
260,  503 
329,  395 
230, 362 

1,  800,  038 

47,  408 

2,  400,  035 
3,441,319 
1,  019, 152 

692, 427 

131, 113 

1,  243,  243 

-600 

18, 196 


2,  606, 472 

449,  510 

255,  222 

233,  781 

331,  850 

474,  010 

27,  912 

1,  017,  303 

4, 510,  029 

1, 198,  035 

498, 198 

33,  848 

930, 101 


239,  215 


$7, 373 


4,806 

34, 094 

3,878 

5,336 


19, 838 
8,718 
14,  701 


35,  502 
15,  530 
11, 105 
5,933 
5,105 
8,768 


12,  297 
16, 391 
19,  639 
11,800 

5,480 
18,  960 

1,359 
12,  810 


Total. 


-6,  871 
356, 161 
5,452 
486, 300 
180, 471 


310,  659 


1, 164,  294 
1,  000, 892 


132,  827 
74,  934 

310,  245 

290,  827 
20,  552 
58,  559 
21,516 
22,  296 

101, 856 
90,999 


346,  372 
113.  790 
353, 385 
53, 109 
60,787 
75, 387 


28,  759 
263,  481 


120,  200 

392,  402 

96,608 

567, 142 


18,  789 
85, 168 

141,  509 
21,  571 

116,315 


43,  783 
"25,"  704" 
-4,  893 


890, 

1,  284 

60, 

15,  066 

3,  957 

134, 

3,  562, 

586, 

1,  280, 

7,  061 

643 

116 

40, 

1,  337 

4,314 

948 

269, 

654, 

3,  219, 

124 

3, 494 

48, 

28 


33,  929 
235,  902 


5,  293, 389 

1,  122,  657 

22,  265 

1,  555,  030 

195, 944 

1, 493,  933 

3,  449,  294 

63,  483 

10,  745 


991, 108 

1,  907, 889 

372, 137 

145,  928 

218, 242 

1,  417, 170 

9,758 

1, 323,  674 


217, 164 
440,  545 
103,  521 

7,  812, 193 

864,  982 

58,  241 

1,  503.  440 
347, 405 
290,  740 

4,  282,  710 

88,  594 

126, 381 

60,  466 

874,  590 

1, 897,  977 
117,  337 
160,  853 
818,  319 
372, 156 
190,  646 
490, 457 


339, 218 


248, 291 


53, 338 

-7,524 


1, 865, 
-42, 


570,  567 
-85,684 


8,  787, 117 


9,  111,  008 


115,  239, 


289 


45, 959,  208 


42, 495, 148 


1,607 
6,745 
1,939 

42,  062 

11, 906 
1,475 

24,  992 
5,967 
8, 320 

41,  409 
1,657 


1,830 
8,  634 

22,  854 
3,878 
1,773 

11,469 
8,552 
,'1,508 

15, 497 


507, 683 


Footnotes  at  end  of  table. 
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States,  Territories,  etc. 


Department  of  Health,  Education,  and  Welfare — Continued 


Public  Health  Service — Continued 


National 

Cancer 

Institute 


(147) 


National 

Heart 
Institute 


(148) 


National 
Institute 
of  Dental 
Research  i' 

(149) 


National 
Library 

of 
Medicine 

(150) 


National 

Institute 

of  Mental 

Health 

(151) 


Neurology 

and 
blindness 
activities 

(152) 


Alabama --. 

Alaska - 

Arizona 

Arlcansas 

CaUfornia.,. 

Colorado..- 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia -.. 

Hawaii. 

Idaho - 

lUinois - 

Indiana 

Iowa 

Kansas 

Kentuck  y 

Louisiana. 

Maine... 

Maryland 

Massachusetts 

Michigan 

Minnesot  a.. 

Mississippi 

Missouri  _ _ _ 

Montana 

Nebraska  - 

Nevada..  - _ 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma. 

Oregon _ 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington.. 

West  Virginia 

Wisconsin 

Wyoming. 

Puerto  Rico- 

Virgin  Islands 

Other  Territories,  etc' _. 

Adjustments  or  undistributed 
to  States  62 


$225, 211 


$1,  538, 056 


$767, 419 


59 

71 

6, 765 

560, 

2,015, 

51 

655 

838 

384 

16, 

3 

2, 890 

630, 

213 

277, 

409 

1, 077, 

514 

1,811 

5, 937, 

1,  730, 

1,085, 

101 

1,450, 

32 

226, 


134 

723 

132 

16, 057, 

1,214 
1 

1,402 
296 
862, 

6, 237, 

566, 

69, 

18 

828, 

5, 065 
516, 
188, 
456, 
826, 
132 

3, 587 


81 
"\,ZQ5, 
-125, 


Total. 


70,  520 


51 

242 

9, 325 

1,121 

1,307 

19 
2, 178, 
1,429 
1, 779 


6, 188, 
1,482, 

837, 

449 
1,132 
1, 805, 

117, 
3, 066, 
9,443 
2, 635, 
4,432 
1,066, 
2,203 
26, 

499 
39 

299 
1, 052 

404 
14, 588 
4, 329 
58, 
4, 805, 
1, 746, 
3,864 
7,882 

134 

534 

84 

2,815, 

4, 612 

506, 

616, 
1,649 
2, 137 

371 
1, 280, 


67, 

"i,'252 

-209 


140 


109,390, 


101,087 
2,355 
993, 185 
110,510 
43, 667 


183,963 
337, 387 
273, 184 


1,950,040 

427,  773 

250, 272 

44,  511 

235, 118 

5, 492 


373, 266 

2, 047, 733 

744, 464 

464, 219 


229, 942 


84, 774 


-214 

59, 883 

4,807 

2, 969,  694 

341,382 


318. 025 

6,710 

211,459 

1,439,782 

48, 675 

17,879 

9,444 

80, 375 

570, 038 

66, 918 


248, 806 

620, 727 

2,246 

351, 468 


-3, 053 
""i95,'8i4" 
-36, 278 


$11,424 


301 

12, 
92 


9,817 

8,893 

653 

768 

033 


341 
12 

18 
12 
11 
16, 
3 
88 
55, 
67, 


2, 

49 

71 

234 

21 


$767, 849 

100, 000 

719,010 

608, 393 

18, 756, 471 

2, 738, 595 

3, 682, 825 

315,254 

3, 883, 740 

2,202,038 

1, 763, 895 

685, 889 

442, 786 

9, 463,  595 

2, 359, 506 

1, 283, 142 

2,941,096 

1,599,310 

1,  724, 436 

184, 858 

4,661,531 

13, 384, 046 

7, 242, 689 

3, 429, 170 

497,  791 

3,954,289 

300, 845 

1, 048, 991 

192, 677 

242, 385 

3, 255, 812 

654, 956 

26, 275, 076 

4,671,945 

314,326 

4,  650, 489 

1,730,993 

2, 092, 914 

9, 804, 869 

916,367 

479, 320 

237, 920 

2, 222, 999 

3, 839,  563 

997, 221 

492, 447 

1, 051, 754 

2,209,616 

670,  574 

2,927,807 

367,  727 

523, 080 


1,149,471 
-483,235 


$178, 454 


113 

127, 
9,244 

390 

1, 467, 

6 

596 
2, 434 

613, 


4,213, 

998: 

1,567, 

655 

391 

1,341 

27, 

2,953 

7,  662, 

2, 631 

3,168 

308: 

3, 353 

23 

215 


150, 

603: 

148, 

14,  623 

1,485, 


1,837, 
306, 

1,568 

4,131 
570, 
115, 
21 

1, 208 
958, 
719 
183, 

1,139 

1,  505, 
220: 

1,602 
36 
176 


1,267, 
-56, 


587 


17,194,948 


2, 134, 915 


162,231,113 


270 
204 
221 
199 
042 
314 
326 
121 
502 
409 


221 
000 
518 
121 
392 
835 
456 
227 
838 
400 
900 
490 
454 
163 
043 


697 
650 
131 
994 


883 
353 
480 
795 
690 
900 
960 
813 
577 
654 
571 
533 
515 
469 
153 
092 
182 


044 
138 


Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 

PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


Department  of  Health 

,  Education,  and  Welfare— Continued 

Public  Health  Service— Continued 

Vocational 
Rehabili- 

States, Territories,  etc. 

Nursing 

services  and 

resources 

(153) 

Occupa- 
tional 
health  i' 

(154) 

Radio- 
logical 
health 

(155) 

Regional 
medical 
programs 

(156) 

tation 
Adminis- 
tration 

(157) 

Alabama           .  

$190,472 

$43, 175 

$158,  679 

Alaska - 

53, 417 

111,334 

71,865 

1,713,332 

716, 625 

527, 166 

5,000 

602, 580 

352,422 

340,  587 

$9, 840 

$10, 822 
32,  743 
292, 996 
131,  628 

33, 371 

Arkansas                  -  .      . 

85,461 
61, 879 
189, 422 
87, 210 

72, 173 

222, 905 
93,334 
108, 895 

208, 805 

83, 871 

Connecticut                            .  .- 

75,529 

Delaware       -    - -  -  - 

District  of  Columbia 

Florida.- 

87, 123 
47, 508 
73, 150 

39,000 
231. 130 
162, 012 

42,983 

675,  594 
131, 924 

Georgia 

46,  512 
98, 180 

517, 281 

Hawaii 

11, 088 

11,565 
724, 641 
406,234 
285, 002 
238, 649 
108, 559 
109, 212 

32, 670 

473, 092 

1, 651, 554 

1, 325, 081 

455, 408 

12, 685 
532, 399 
283,333 
131, 973 

30,  592 

91, 205 
190, 571 

24,030 

2,  623, 984 

416, 980 

18, 253 
1, 261,  782 

54,310 

210,210 

1, 594, 967 

120, 160 

96, 696 

37,048 

61, 783 
334,122 
130,430 

24,900 

68,170 
795, 127 

85, 770 
561,384 

11,655 

Illinois. 

26, 273 

177,  621 
204, 035 

40,  620 

48, 492 
2,102 

43,  701 

1, 067 

163, 509 

323, 239 

155,  630 

01, 950 

252,391 

Indiana 

139, 908 
132, 430 

132, 721 

54,358 

Kansas 

-882 

157, 403 

Kentucky 

126, 092 
178, 344 

7,000 

Louisiana ..         .  .    

21, 337 

Maryland.. 

50, 686 
103, 649 
251, 621 

84,607 

188, 524 
16, 160 

119, 464 

Massacliusetts              .           .  . 

536, 270 

282, 390 

134,872 

132, 087 

Mississippi 

31,371 

Missouri ....         _  .. 

104,  531 

314, 455 

151,452 

4,500 

Nebraska 

85, 819 

38, 837 

Nevada    . .  

5,092 

6,971 

43, 141 

80, 252 

9, 455 

707, 257 

114, 131 

93,372 
115,495 
138, 905 

99, 144 
362,  219 

14,  514 

163, 290 

New  Mexico 

39,540 

New  York ... 

597, 298 
7,210 

451,611 
54, 028 

524, 108 

North  Carolina 

161,081 

North  Dakota 

22,  628 

Ohio 

144,  608 
65,377 

40,416 

241, 197 

19, 699 

9,947 

257,  692 

Oklahoma 

97, 878 

Oregon. 

Pennsylvania ._ 

Rhode  Island 

19, 924 
251,461 

158, 174 
572, 471 
25, 226 

South  Carolina 

23,964 

18, 898 

South  Dakota    .  .      .. 

12,  541 
97,317 
192,  751 
72, 192 

Tennessee 

20,601 
92,007 
13,385 

15,  738 

29, 195 

Texas 

283, 057 

Utah 

85, 893 

10,  708 

105, 980 

32,601 

3,456 

Virginia    . 

12,  742 

126, 202 

4,315 

199, 932 

Washington 

26,864 
21,925 
94,  779 

101, 838 

West  Virginia 

54,832 
109,402 

43,  714 

Wisconsin-    . 

182, 248 

Wyoming 

5,800 

Puerto  Rico 

71,993 

Virgin  Islands 

1,211 
-100,313 

46, 430 
-2,829 

111,730 

-19,605 

Adjustments  or  undistributed 
to  States  '2 .    ._       

Total 

20, 208, 805 

2.630,817 

4, 575, 807 

3,165,956 

6,884,666 

Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — -Continued 

PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


Department  of  Health,  Education,  and  Wel- 
fare—Continued 

Department  of  the 
Interior 

Welfare  Administration 

Commercial 
fisheries 

Water 
supply  and 

States,  Territories,  etc. 

Aid  for 
refugees 

in  the 
United 

States 

(158) 

Aid  for 
repatriated 

U.S. 
nationals  " 

(159) 

Children's 
Bureau 

Juvenile 
delinquency 
and  youth 
develop- 
ment i« 

(161) 

Manage- 
ment and 
investiga- 
tions of 
resources 

(162) 

pollution 

control 

and  grants 

for  waste 
treatment 

works  " 

(163) 

Maternal 
and  child 

health  and 
welfare 

services  "  ^3 

(160) 

Alabama _ 

$1, 104 

$500 

$65, 022 

$5,  017 

$7, 348 
11  179 

Alaska    

2,446 

-1,500 

1, 170,  541 

57, 233 

2.360 

-5,  728 

477,  930 

93, 083 

53,  553 

16, 076 

$51, 514 

87, 708 

7,543 

520, 121 

61  745 

Arkansas 

1,  073, 156 
64,  432 
134, 915 
1,381 
22,  036 
14,  045, 381 
36, 349 

28.  859 

227 

-409 

98, 122 

-5,  725 

18, 890 

Colorado 

Connecticut 

12, 873 

Delaware 

303 

District  of  Columbia 

294,  297 

17, 480 

330 

825, 836 
-7, 108 

109  595 

Florida    .      _ 

20,  425 
9,468 
4,726 

134  786 

Georgia    .    

28,  448 
5,394 
1,050 

-555 

Idaho 

niinois -- 

883, 192 

28, 004 

15,  574 

12,  752 

5,167 

334,  494 

2,058 

39,  098 

212,  910 

137,  953 

31,242 

2, 146 

11, 335 

1,364 

14, 000 

77, 214 

410 

2,  094, 461 

8,678 

780,  669 

12, 115 

240 
240 

451,  507 

-28,  772 

132  092 

Indiana 

4,428 
4,460 

31, 649 

21,712 
148,  381 

62, 183 
260, 891 

56,  586 

46,  448 

9  123 

Kansas 

-5,  974 
93, 135 

Kentucky .. 

15 
9,391 

15,427 
16,  756 

Maine - 

Maryland. _- 

206 
696 
136 

715, 334 
951, 831 
109. 238 
229,  535 
66,  573 
62, 108 

66,688 

Massachusetts  . 

114. 864 

-42 

-13,049 

14,  226 

26, 942 

111  925 

Michigan . 

330  102 

Minnesota 

88, 738 

5,039 

9,797 

Missouri 

. 

92, 968 

Montana 

29, 116 

48,  966 

4,918 

Nevada ---  

New  Hampshire 

-130 
-12,477 

11, 681 

2,874 

326 

33, 207 

38,  529 

5,277 

89,  995 

New  Mexico 

19,  523 

New  York 

1,  517, 848 
293,  431 

-16.457 
-3,  374 

403, 146 

North  Carolina ... 

20, 158 
8,695 
5,200 

56, 773 

North  Dakota 

9,593 

Ohio    

31, 179 
23, 470 
77,  776 
54, 286 

633, 865 
56. 397 
11, 907 

484,  635 
30, 314 

115,763 

280,  527 

86, 002 

613 
1,071 

8,  932 

179.  461 

-24, 746 

216,  433 

Rhode  Island 

9,000 

19, 843 

2,229 

-218 

87,  655 

South  Dakota 

7,319 

Tennessee 

5,609 

32, 474 

95 

460, 946 
324,  973 
186,  707 

46,  542 

Texas    .  .      

7,181 

-1,165 
-607 

4,200 

157,  758 

Utah 

82,  542 

Vermont 

36,  782 

13,  533 

738 

10, 354 

864 
159, 448 

19, 611 

2,217 

14, 975 

173, 108 

West  Virginia .  ... 

19, 578 

Wisconsin 

45, 027 

-1,779 

15,  515 

186, 192 

Wyoming 

4,063 

Puerto  Rico 

15 

233, 128 

-8,  403 

Other  Territories,  etc.' .. 

Adjustments  or  undistributed 
to  States 

1, 976,  418 

Total 

20, 372, 115 

399, 712 

11,  513,  712 

1, 168, 593 

210, 492 

4, 182, 853 

Footnotes  at  end  of  table. 
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Table  85. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1967 — Continued 

PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


States,  Territories,  etc. 


Alabama 

Alaslia 

Arizona 

Arliansas 

California 

Colorado 

Connecticut. 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii  _ _ 

Idaho 

Illinois 

Indiana. 

Iowa. 

Kansas 

Kentucky 

Louisiana 

Maine. 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada __ 

New  Hampshire 

New  Jersey _ 

New  Mexico 

New  York 

North  Carolina.. 

North  Dakota 

Ohio 

Oklahoma _ . 

Oregon. 

Pennsylvania 

Rhode  Island 

South  Carolina.. 

South  Dakota. 

Tennessee 

Texas 

Utah 

Vermont 

Virginia.. 

Washington.. 

West  Virginia 

Wisconsin 

Wyoming. 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc  ' 

Adjustinents  or  undistributed 
to  States 


Total. 


Department 
of  Justice 


Law  en- 
forcement 
assistance 


(164) 


$4,945 


76, 936 
8,931 


64,425 
29, 000 
65,000 


350, 909 
49, 000 


48, 583 


38,811 
180, 423 


12, 000 


6,369 


92,  960 
13,964 


45, 187 
6,900 
16,  727 
65,  791 
16, 008 


49, 471 


10,  Oil 


13,  750 
32,  758 


381, 136 


1,  679, 994 


Department  of  Labor 


Manpower 
development 
and  training 
activities  ^o 


(105) 


$3, 435, 206 

311,014 

1,  599,  093 

1,  580,  200 

23,  661,  724 

1,  517, 429 
2, 188,  509 

566,  289 
3,  752, 350 

3,  556,  431 
2, 164, 482 

504, 364 

534,  965 

10,  635,  677 

3, 456, 832 

2,  844,  284 
2,  254,  694 
3, 429,  248 

4,  565, 118 
1,  279,  761 
1, 169,  875 

6,  034,  690 

7,  683,  418 
6, 363,  018 
6, 329, 135 
4, 305,  899 

543,  248 

1,  234, 095 
325, 813 
506,  799 

9, 396, 025 
854, 455 

24,  551,  792 

2,  816,  468 
1, 192,  759 
7,  763, 481 
2,  212, 372 

995,  690 
9,  747,  589 

804,  241 
2,  271,  963 

704,  224 

5,  074,  517 
5, 183,  052 

1,  203,  996 
493,  855 

2,  080,  051 
2,  807,  545 
1, 487,  194 
4,113,445 

356,  632 

1, 916,  947 

46, 128 

91, 395 

-1,  678 


196, 497,  798 


Unemploy- 
ment com- 
pensation for 

Federal 
employees 

and  ex- 
servicemen 

(166) 


$1, 314 

1,  239, 

1, 124 

500, 

19, 338, 

672, 

330, 

no, 

1, 988 
585, 

1, 149 

1, 347, 
563 

1,  823 
558, 
317, 
520, 

1,  541, 
926, 
250, 
800, 

2,  768, 
3, 127 

1,  005 
473 

1, 105 

475, 

366, 

428, 

90, 

2,611 
622 

5,417 
981 
325, 

2,  479, 
710, 

1, 172, 

4,  575, 

564, 

567 

264 

2,  225, 

2,  748, 

754 

100, 

475, 

2, 920, 

684 

1, 106, 

173 

093 

1 


79, 005,  501 


National 

Science 

Foundation 


Research 

grants  and 

fellowship 

awards 


(167) 


150,  483 
357, 071 
562,  727 
846,  732 
022,  707 
125,  254 
730, 852 
569,  656 
518,  634 
365, 308 
935,  519 
376,  638 
458,  918 
445,  203 
079, 576 
870, 285 
582,  965 
413,  054 
956,  457 
737, 496 
673,  475 
419,215 
524,  203 
741, 153 
237, 339 
905, 984 
124, 873 
874,  689 
535,  025 
428,  087 
336,  071 
257,  245 
410,878 
460,  489 
911,967 
154, 198 
603, 542 
700,  635 
934,  313 
629,  907 
496,  914 
974,  043 
017,  400 
931,988 
718,  826 
454,  673 
588, 341 
868,  321 
090,  074 
604,  102 
948,  743 
599,  058 


14,  676 


340, 275, 982 


Veterans' 
Adminis- 
tration M 


Automobiles, 
etc.,  for 
disabled 
veterans 


(168) 


,582 


11, 070 
20,800 
84,  345 
8,000 
12, 800 


12, 800 
70,400 
14,400 


1,600 
33, 581 

4,800 

4,800 
16,000 

3,200 
14,  400 

4,800 

1,600 
22,  150 
40,  000 
25,600 
12, 800 
12,  800 

3,200 
12,  550 


6,400 
22,  400 

3,  200 
49,  249 
12,  800 

3,  200 
39,  690 

9,  600 
26,  910 
44,  800 
22, 395 

8,000 

1,600 
16,  000 
38, 295 


3,146 

6,  400 
11,200 

6, 400 
22,  250 

3,185 
12,800 


827, 998 


Footnotes  at  end  of  table. 
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TART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE  INSTITUTIONS 

IN  THE  STATES— Continued 


Veterans' 
Administra- 
tion 63— Con. 

Miscellane- 
ous 10 

(170) 

Total 
PartB 

(171) 

Grand  total, 

States,  Territories,  etc. 

Readjustment 

benefits  and 

vocational 

rehabilitation 

(169) 

Parts  A  and  B 
(172) 

Alabama 

$5, 187, 047 

193, 538 

4,  081, 999 

2,262,221 

39,  723, 380 

4, 607,  724 

4,  731, 618 

369,  970 

9,  065,  677 

10, 554, 674 

5, 340, 193 

1, 122, 242 

956,  880 

15, 550, 168 
4,  700, 129 
2,  686, 297 
2,  953, 154 
3, 221,  690 
4, 516, 024 
889, 397 
5,011,711 
8, 818,  943 
9,  677,  954 
6, 437,  622 
2, 199,  712 
5, 888,  028 
1, 039,  737 

2,  662,  412 
411, 545 
747, 592 

6,  783, 170 

2, 002, 110 

23, 033, 579 

4,  742, 013 
995,323 

14, 905, 230 
5, 219, 329 

3,  722,  747 
19, 150, 455 

1,  348, 992 
2, 259,  607 

907, 129 
4, 896,  214 
16,  728, 288 
2, 451,  903 

382,  745 
3,  487,  025 

5,  678, 001 
1,  904, 307 
5,  654,  622 

462, 289 
2, 400, 882 

$118, 813, 751 

8, 249, 855 

66, 572, 297 

106, 883, 973 

404,486,413 

99, 036, 019 

47, 201, 756 

9,  790, 126 

48,  763, 924 

90, 507, 409 

125, 982, 424 

33, 026, 257 

44,572,013 

266, 153, 471 

146, 307, 947 

260. 922. 599 
257, 566, 563 

71,  752,  670 
90, 935,  070 
11,  652, 390 
64, 491, 507 
160,146,318 

155. 190. 600 
203,  989,  746 
156, 579,  726 
199, 876, 876 

74, 910, 425 

202, 958, 040 

7, 087,  767 

10, 579, 124 

66,529,603 

54, 912, 005 

328, 514, 943 

127,  050, 812 

146, 482, 462 

181, 491, 389 

138,352,218 

63, 909, 463 

176, 539, 864 

16,683,843 

74, 420, 149 

88,  279, 488 

120,347,255 

567, 909, 471 

32, 137, 979 

12, 433,  722 

50, 906, 968 

105, 517, 231 

20,  629,  667 

115,  748, 519 

16,  839, 961 

29,  957,  718 

262,309 

14, 478, 318 

576, 010, 330 

$448  016  878 

Alaska 

115, 412, 494 

Arizona 

250  210  051 

Arkansas.. .      .. 

330  351,  774 

California 

67  $1,858, 944 

2, 129, 274, 182 

Colorado 

286, 125,  420 

Connecticut- 

228, 575, 522 

Delaware 

47, 871, 526 

District  of  Columbia 

209, 219, 113 

Florida....    . 

460, 869, 927 

Georgia .                

523, 309,  624 

Hawaii 

113, 140, 631 

Idaho .  .    .  . 

110, 240,  606 

Illinois . 

847,  209, 014 

Indiana 

378, 815, 101 

Iowa 

428, 940, 593 

Kansas.. 

68  -52, 588 

406, 950,  764 

Kentucky 

420, 487, 135 

Louisiana 

471, 450, 423 

Maine ..               

68  262,  005 

86,  625, 538 

Maryland . 

262, 210, 299 

Massachusetts 

69  97, 435 
68  -1,  757 

551,  010, 378 

Michigan.. 

654, 813,  336 

Minnesota 

495, 274, 387 

Mississippi 

421,  732, 822 

Missouri 

539, 012, 202 

Montana 

170, 686,  477 

Nebraska 

317, 236, 136 

Nevada ..           ..         .    .. 

75,  773, 302 

New  Hampshire.. 

52, 395, 871 

New  Jersey.. 

417, 157, 861 

211,  780, 303 

New  York .        

™  1,  666, 244 

1, 507, 505, 026 

457, 583, 855 

North  Dakota                       ..           

214, 395,  628 

753, 037, 935 

Oklahoma.. 

444, 575, 450 

249, 906, 381 

Pennsylvania. - 

891,  764,  087 

96, 534, 285 

South  Carolina 

248, 037, 370 

165, 336, 845 

Tennessee 

437,  030, 466 

Texas 



69  62, 295 

1, 301, 121, 262 

Utah 

147, 154, 849 

Vermont 

65,  937, 420 

Virginia  .                            ... 

350, 512, 461 

364, 910,  631 

West  Virginia 

215, 039, 130 

332, 321, 956 

Wyoming 

87, 993,  757 

260, 833,  627 

Virgin  Islands 

21, 904, 456 

i,  478, 541 

62, 299, 187 

Adjustments  or  undistributed  to  States. 

»  163, 697, 030 

726, 562,  677 

Total 

296, 203,  779 

167, 589,  608 

6,671,332,744 

21, 864, 478, 427 

Footnotes  at  end  of  table. 
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Footnotes  to  table  85 

'  Consists  of:  $675,003  Cooperative  State  Research  Service  (excluflod  from  column  5);  $256,285  Commodity 
Credit  Corp.  fund;  $2,275,904  Agricultural  Research  Service;  $4,500  Economic  Research  Service;  and  $438,- 
712  Forest  Protection  and  Utilization,  Forest  Service. 

>  Cost  to  Federal  tJoveniment  of  food  commodities  acquired  through  price-support  operations. 

3  Consists  of  $1,481,005  cooperative  extension  work,  Extension  Service  and  $1,750,000  Agricultural  Con- 
sumer and  Marketing  Service. 

*  Consists  of:  $105,531,923  Federal  share  of  the  value  of  food  stamps  redeemed;  $1,998,863  Federal  payment 
to  State  agencies  for  certification  assistance;  and  —$1,501,611  adjustment  from  a  food  stamps  issued  to  a 
checks-issued  basis. 

6  Includes:  American  Samoa,  Guam,  Trust  Territory  of  the  Pacific,  and  certain  other  foreign  countries. 

«  Adjustment  from  a  commodities  distributed  to  a  checks-issued  basis. 

'  Consists  of;  $3,113,000  penalty  mail  costs  for  State  extension  directors  and  cooperative  extension  agents; 
$8,299,901  retirement  costs  of  cooperative  extension  agents;  $53,858  reimbursement  for  benefits  paid  from 
the  employees'  compensation  fund;  and  $202,952  undistributed  to  States. 

8  Consists  of:  $310,000  penalty  mail  costs  of  State  experiment  station  directors  and  $11,476  undistributed 
to  States. 

«  Consists  of  $16,843,496  forest  protection  and  utilization  and  $929,206  assistance  to  States  for  tree  planting. 

ID  Consists  of:  $42,203,470  payments  to  States,  National  forest  fund;  $144,815  payment  to  Minnesota  (Cook, 
Lake,  and  St.  Louis  counties)  from  the  National  forests  fund;  and  $102,931  payments  to  school  funds,  Arizona 
($102,572)  and  New  Mexico  ($359). 

»  Cost  to  the  Federal  Government  of  commodities  acquired. 

12  Includes  $4,791,895,  paid  directly  to  participating  private  schools.  In  addition,  tlie  program  receives 
some  of  the  commodities  distributed  or  donated  under  programs  reported  in  columns  2  and  10  of  this  table. 

1'  Casli  payments  to  increase  consumption  of  fluid  milk  by  children  in  nonprofit  schools.  Includes  $7,029,851 
paid  directly  to  private  schools  and  other  outlets. 

i<  Soil  Conservation  Service,  consists  of:  $53,789,634  watershed  protection;  $18,038,598  flood  prevention; 
and  $1,145,822  resource  conservation  and  development.  Total  includes  contributions  of  $39,403,873  and  grants- 
in-kind  of  $33,570,181. 

'5  Consists  of  $1,021,892  grants  to  local  development  districts  for  research  and  demonstration  and  $5,094,764 
supplemental  grants  in  aid  (including  $43,500  administered  by  the  Department  of  Labor  and  $1,850,135 
administered  by  the  Department  of  Health,  Education,  and  Welfare). 

19  Consists  of:  $1,193,125  technical  and  community  assistance;  $183,796  area  redevelopment  assistance; 
and  $1,630,182  grants  for  pubUc  facilities. 

1'  (Consists  of:  $3,304,513  disbm-sed  by  the  Department  of  Commerce;  $11,422,463  disbursed  by  the  Depart- 
ment of  Housing  and  Urban  Development;  $3,678,847  disbursed  by  the  Department  of  Health,  Education, 
and  Welfare;  $841,398  disbursed  by  the  Department  of  the  Interior;  and  $113,769  disbursed  by  the  Depart- 
ment of  Transportation. 

'8  Consists  of  $52,593,782  disaster  relief  and  $402,031  State  and  local  preparedness. 

>«  Credit  amounts  (— )  other  than  "Adjustments  or  undistributed  to  States"  are  refunds  of  advances  from 
prior  years. 

20  Administered  by  the  Department  of  Health,  Education,  and  Welfare. 

21  These  grants  administered  by  the  Department  of  Labor. 

22  Consists  of  $3,008,599  cancer;  $7,185,148  heart;  and  $13,929,380  for  other  diseases.  Total  includes  $48,329 
giants-in-kind  (supplies  and  services). 

2^  Includes  $2,970,276  grants-in-kind  (supplies  and  services). 

24  Includes  $4,360  grants-in-kind  (supplies  and  services). 

25  Includes  $1,054,398  grants  for  health  research  facilities  construction,  $28,584,466  for  health  educational 
facilities  construction,  and  $3,993,702  for  construction  of  conamunity  mental  health  centers. 

26  Includes  $1,476,445  grants-in-kind  (supplies  and  services). 
2'  Includes  $3,271,394  grants-in-kind  (supplies  and  services). 
28  Includes  $14,741  grants-in-kind  (supplies  and  services). 

2«  Includes  $10,700  grants-in-kind  (supplies  and  services). 

30  Consists  of:  $44,821,823  child  welfare  services;  $28,355,864  grants  for  maternity  and  infant  care;  $12,552,815 
grants  for  school  and  pre-school  children;  $44,167,846  maternal  and  child  health  services;  and  $42,329,274 
services  for  crippled  cliildren. 

31  Hospital  and  medical  care.  Public  Health  Service. 

32  Nursing  services  and  resources.  Public  Health  Service. 

33  Indian  Health,  Pubhc  Health  Service. 

33tt  Joint  transportation  projects:  Bi-State  Development  Agency,  St.  Louis,  Mo.,  $17,757;  New  York 
Transit  Authority  $33,349;  New  York  State  and  MetropoUtan  Commuter  Transportation  Authority  $14,687; 
and  Washington  D.C.,  Metropolitan  Area  Transit  Commission  $58,172. 

^^h  Disbursed  to  the  Appalacliian  Regional  Commission  for  special  studies  and  plans. 

34  Consists  of  $10,770,520  education  and  welfare  services  and  $919,158  resources  management. 

35  Consists  of:  $2,406,915  Federal  Aid  for  Commercial  Fisheries,  Research  and  Development,  Bureau  of 
Commercial  Fisheries  and  $186,241  Anadromous  and  Great  Lakes  Fisheries  Conservation,  Bureau  of  Com- 
mercial Fisheries. 

30  Consists  of:  $242,772  payments  to  States  (proceeds  of  sales  receipt  limitation);  $4,130  payments  to  Okla- 
homa (royalties);  $277,030  payments  to  States  from  grazing  receipts,  public  lands  (outside  giazing  districts); 
$315,306  payments  to  States  "from  grazing  receipts,  etc.,  public  lands  (witliin  grazing  districts);  $1,130  pay- 
ments to  Arizona  (grazing  fees);  $4,170  payments  to  States  from  grazing  receipts,  etc.,  public  lands  (within 
grazing  districts,  miscellaneous);  $20,965,264  payments  to  counties,  Oregon  and  California  grant  lands; 
$114,814  payments  due  counties,  national  grasslands;  $244,041  payments  to  Coos  and  Douglas  counties, 
Oreg.,  in  lieu  of  taxes  on  Coos  Bay  Wagon  Road  grant  lands;  $11,073,732  internal  revenue  collections.  Virgin 
Islands;  $22,674  payment  to  Wyoming  in  lieu  of  taxes  on  lands  in  Grand  Teton  National  Park,  National 
Park  Service;  $300,017  payment  to  Alaska  from  Pribilof  Islands  Fund;  $600,000  payments  to  Arizona  and  Ne- 
vada, Colorado  River  Dam  fund,  Boulder  Canyon  project;  $73,524  payments  to  local  units,  Klamath  recla- 
mation area;  $9,279  payments  in  lieu  of  taxes  to  Trinity  County,  Calif.;  and  $9,555  payments  in  heu  of  taxes 
to  four  counties  in  Washington. 

37  Bureau  of  Sport  Fisheries  and  Wildlife,  consists  of  $0,125,386  fish  restoration  and  management,  $16,003,980 
wildlife  restoration,  and  $26,0!i3  Anadromous  and  Great  Lakes  Fisheries  conservation. 

39  Functions  transferred  from  Migratory  Bird  Conservation  and  Ala-ska  game  law,  shared  revenues. 

39  Previously  administered  by  Public  Health  Service,  Department  of  Health,  Education,  and  Welfare. 

40  Payments  in  lieu  of  taxes. 

41  The  Department  of  Transportation  was  established  pursuant  to  Public  Law  89-670,  Oct.  15,  1966. 
Certain  programs  previously  administered  by  the  Department  of  Commerce  and  tlie  Federal  Aviation 
Agency  were  transferred  to  the  new  department  and  are  reported  here  beguming  with  this  report. 
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Footnotes  to  table  85— Continued 
con\mcfSth°  rity^'^®^'^^  ^'^"*'  ^  ""'^  ^°'  ^^^°'^'  ^""^  $5,653,538  grants  in  aid  for  airports,  liquidation  of 

«  cZf^ll °n?ioHU7%?f'^ll'^l ?,f.°}^*<ioo'' advertising andjunkyardsand$l,233,782highwaybeautification. 
44  ^oiisists  of  $28,947  311  forest  highways  and  $9,814,227  public  land  highways 
^Consists  of  $38,368,976  emergency  flood  relief  and  $133,667  bridges  over  Federal  dams 
^^n?o'\,T.^^J''''\^'^^  '°"''?^?  °f  $8,727,584  grants  for 'state  homes  for  disabled  sddiers  and  sailors- 
homes  Vermont!  suP'^'-^ision  of  training  establishments;  and  $77,471  construction  of  State  nSg 

morfgigf  !M/n^^itySte '''''^  Centennial,  1967;  $1,000  transitional  grants  to  Alaska;  and  $2,600,000  Alaska 

$12;o^8r4fl?eSLSf siuctnTS^^^^^  Administration,  Department  of  Commerce  and 

^8  Consists  of  $58,000,000  Federal  payments  to  the  District  of  Columbia  and  $789  913  President's  rnm- 

mission  on  Law  Enforcement  and  the  Administration  of  Justice  and  on  Crime  in  the  Distrfct  of  ColumbS^ 

?,^f  ^^  ^^'■.  cultural  and  technical  interchange  between  East  and  West,  State  Department     ^°^''™'"^- 

btatemarme  schools,  Maritune  Administration,  Department  of  Conmerce 

o?!^  t  /Aft  tild    ^^"^ag''  of  anthracite  mines  and  $392  422  Appalachian  region  mining  area  restoration. 
:  Grant  to  settlement  Canyon  Irrigation  Company,  Utah,  for  fish  conservation 
Bi^eau'of  Customs      •^''  ^^^  collections  and  $23,900,000  refunds,  transfers,  and  expenses  of  operations, 
«  Refunds,  transfers,  and  expenses  of  operations.  Bureau  of  Customs 
55  Administration  of  Territories,  Department  of  the  Interior 

5  rZlllt  ^UkaHIMoo  acreage  diversion  payments  and  $489,236,806,  price  support  payments. 
Cnnl^ll  nf  I97  iffif  acreage  diversion  payments  and  $798,550,527  price  support  payments, 
issued  to  producers!    '  ^^^  diversion  payments  and  $651,907,340  value  of  wheat  n^^arke  ting  certificates 

80  n^*o°f  '^^^"'^'/"i?^  ^^^^  ^9"?  producer  payments  for  promotional  and  advertising  programs. 
facuUv  tr^inin^'^tndl^'TQ^^.'^w^r  °^=  f  ^-^'7^^  equipment  grants;  $3,662,888  student  fellowships^ $3,036,975 
.}:^  J  traming,  and  $3,790,551  for  materials,  services,  and  other  costs.  1   .     .      . 

""a  On  an  obligations  basis, 
educrtiom  ^'  $6,500,018  spent  by  the  Department  of  Health,  Education,  and  Welfare  for  civil  defense  adult 

II  S''®'^^^amounts  (-)  represent  refunds  which  cannot  be  identified  by  States. 
«i  2S9  99n'nhlHw!ifd^n;  f  maternal  and  child  health  services;  $4,334,900  services  for  crippled  children; 
trailing  grants  research  demonstration  projects;  $2,030,273  research  projects ;  and  $381,731  child  welfare 

tZ?meT^o"i!'S^e7tZlZ^'^  ""^  P°''""°"  ™"'™^  ^"^  ^'''■'''  <=°-^truction  grants  for  waste 

65  On  an  accrual  basis. 
«ioo^??l^\*^  of:  $73  781243  administered  by  the  Department  of  Health,  Education,  and  Welfare  and 
$122,a6,555  administered  by  the  Department  of  Labor.  1 1>  ,  duu  tYeuire  anu 

tr.'LSwf'^l?  °/'  ^^'725-000  construction.  Corps  of  Engineers,  Department  of  the  Army;  $134,337  subsistence 
to  cadets,  State  marine  schools.  Maritime  Administration,  Department  of  Commerce  and  -$393  hospital 
'"e^w  l'-?^'^'®/''^^  faci  ities.  Public  Health  Service,  Department  of  Health,  Educatfon,  and  Welfare 
and  Welfare.  '^^  facihties.  Public  Health  Service,  Department  of  Health,  Education, 

70  rnn'JfttT«i°^nd'lR«^'  ^tate  marine  schools.  Maritime  Administration,  Department  of  Commerce. 
vl2?^  ^  °}h?'^F^^  g'??H/°''  cancer  research  facilities.  Public  Health  Service,  Department  of  Health 
ESmeAt  of  Co'iSi'Irce  '       '"^'^^'^"'^'^  *«  cadets,  State  marine  schools,  MaritiSie  AdmL^Sation; 

w^ficK^^diliSZh^Ss^s  af^^^^^^^^^^  Department  of  Health,  Education,  and  Welfare,  for 

m^?''r,';^ni«f  ^!i^1m2°'A^^'^c '/^c"^'''^'^nH?  *^^  departments  and  agencies,  pursuant  to  Treasury  Depart- 
ment Circular  No.  1014,  Aug.  8,  1958  (see  1958  annual  report,  exhibit  70,  p.  381). 
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Customs  Operations 

Table  86. — Merchandise  entries,  fiscal  rjears  1966  and  196? 


Entries 


19C6 


1967 


Percentage 
increase,  or 
decrease  (— ) 


Consumption  free -. 

Consumption  dutiable 

Warehouse  and  rewarehouse 

Other  formal 

Total  formal  entries 

Warehouse  withdrawals 

Appraisement -. 

Drawback 

Outbound-immediate  transportation;  transportation  and  expor- 
tation; etc 

MaU - 

Informal 

Passenger  declarations— total 

Crew  declarations — total 

Military  declarations— total 

Passenger  declarations— dutiable -- 

Crew  declarations — dutiable 

Military  declarations— dutiable. 

Other  informal 


399, 742 

456, 984 

14.3 

1,517,450 

1,604,079 

5.7 

85,  754 

84,609 

-1.3 

7,603 

6,518 
2, 152, 19 

-14.3 

2,  010,  549 

7.0 

432,226 

437,210 

1.2 

1,758 

1,584 

-9.9 

19, 819 

24,  767 

25.0 

679, 400 

724,319 

6.6 

1.560,388 

1, 549, 231 

-.7 

820,392 

890, 973 

8.6 

3, 879, 132 

4, 175,  784 

7.6 

1,  013,  607 

1,125,612 

11.1 

1, 173, 456 

1,424,342 

21.4 

319,911 

449, 280 

40.4 

186. 248 

195,  424 

4.9 

47,614 

52,  653 

10.6 

1, 488,  050 

1, 282, 849 

-13.8 
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Table  87. 


-Principal  commodities  on  which  drawback  was  paid,  fiscal  years  1966 
and  1967 


Coniiiiodity 


1967 


Percentage 
increase,  or 
decrease  (— ) 


Aluminum 

Animal  and  vegetable  oUs,  fats,  and  greases 

Automobiles,  aircraft,  and  parts 

Barley 

Brass  and  bronze  manufactures.  _ 

Burlap 

Chemicals. 

Chromium  and  alloys _ 

Citrus  fruit  juices 

Coal-tar  products 

Copper  and  manufactures 

Cotton  cloth. 

Cotton,  uimianufactured 

Diesel  engines 

Electrical  machinery  and  apparatus. 

Feathers 

Ferroalloying  ores  and  metals , 

Fish  and  fish  products. 

Fruits  and  preparations 

Glass  and  glass  products 

Iron  and  steel  semimanufactures. 

Knit  fabrics,  cotton 

Lead  ore,  matte,  pigs,  and  bars 

Leather  and  leather  products 

Machinery,  other  than  electric 

Magnesite 

Manganese  ore 

Medicinal  preparations... 

Nickel- 

Paper  and  manufactures 

Petroleum  and  products 

Pigments,  paints,  and  varnishes 

Quicksilver  or  mercury 

Rayon  and  other  synthetic  textiles 

Steel  mill  products 

Sugar 

Tires  and  tubes,  rubber  and  synthetic 

Tobacco  and  manufactures 

Tungsten  ore 

Vegetables  and  vegetable  products 

Watch  movements  and  parts 

Whiskey 

Wool  and  semimanufactures 

Wool  fabrics 

Zinc  ore  and  manufactures 

Other 

Total.. 


$1,  497, 161 

1  22,  668 

123,  694 

41, 164 

12, 561 

63,209 

1,  406, 277 

153, 932 

1,  086, 545 
990,  323 
392,  449 
338,  723 

38, 942 
73,  749 

422,  795 
28,763 
38, 105 
43, 409 
68,873 

133,  583 
17, 158 
33,  371 

392,  747 
11,397 

154,  740 
8,339 
46,  229 

393, 555 

115,904 

117,  768 
97, 175 
50,  794 
33,  697 

106, 109 
4,  042, 928 

648,  085 
48,  270 

844,  657 

294, 198 
20,  029 

599,  640 

3,599 

36,  044 

44,  495 

173, 893 

2,  407, 194 


$2, 981, 384 

277,  609 

26,  456 

31,713 

2, 527 

103,  014 

1,  233,  734 

30,  282 

2,  462, 128 
2,  687,  561 

379, 170 
285,  261 

16,  607 
100,  668 
160,  641 

26,  743 
120,  463 

10, 275 

255,  366 

112,  052 

2,478 

1,434 

655, 334 


143, 060 

61, 584 
145,  689 
185,  021 

98,  757 

175, 913 

21, 437, 215 

31, 947 

11,961 

233, 183 

4, 147,  574 

815,  616 

83, 983 

896, 342 

501, 864 

1,927 

751,  418 

58, 847 
7,610 

34, 129 
107,  302 
732, 799 


17, 718, 940 


42,  626,  641 


99.1 

1,124.7 

-78.6 

-23.0 

-79.9 

63.0 

-12.3 

-80.3 

126.6 

171.5 

-3.4 

-15.8 

-57.4 

36.5 

-62.0 

-7.0 

216.1 

-76.3 

270.8 

-16.1 

-85.6 

-95.7 

66.9 

-100. 0 

-7.6 

638.5 

215.1 

-53.0 

-14.8 

49.4 

-37.1 

-64.5 

119.8 

2.6 

25.9 

74.0 

6.1 

70.6 

-90.4 

25.3 

1, 635. 1 

-78.9 

-23.3 

-38.3 

-69.6 

140.6 


•  Figures  for  1966  show  only  vegetable  oils  and  waxes. 
2  Percentage  comparison  is  so  large  it  is  inappropriate. 

Note.— Includes  Puerto  Rico. 
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Table  88. — Carriers  and  persons  arriving  in  the  United  Stales,  fiscal  years  1966  and 

1967  i 


Type  of  entrant 


1966 


Percentage 

1967   increase,  or 

decrease  (— ) 


Carriers  arriving: 

Vessels  entering  direct  from  foreign  ports 50, 159 

Vessels  entering  via  U.S.  ports. '  (40,797) 

Vessels  reporting  only  from  foreign  ports: 

Government 1,612 

Ferries 62,749 

Other. 47,244 

Commercial  planes 123, 870 

Commercial  planes  entering  via  U.S.  ports 2  (n,  161) 

Military  planes 38,931 

Private  planes 74,877 

Autos,  empty  trucks 53,329,307 

Buses 276,549 

Trucks 880,591 

Other  vehicles 503,434 

Passenger  trains 11,815 

Freight  cars 2,019,042 

Total  carriers 57,420,180 

Persons  arriving: 

Passengers  arriving  on: 

Vessels  entering  direct  from  foreign  ports 681,630 

Vessels  entering  via  U.S.  ports... 84,919 

Vessels  reporting  only  from  foreign  ports: 

Govermuent.. 360,668 

Ferries.. 1,206,727 

Other... 219,226 

Coimneri'ial  planes 5,891,901 

Military  planes. 1,040,852 

Private  planes 225,883 

Autos,  empty  trucks.. 141,228,505 

Buses. 5,517,154 

Trucks 109,600 

Other  vehicles 468,020 

Passenger  trains 441,141 

Pedestrians 34,495,560 

Total  persons 192,031,846 


61, 189 

2.1 

»  (42, 880) 

6.1 

1,471 

-8.8 

56, 948 

-9.3 

42, 251 

-10.6 

142, 233 

14.8 

2  (13, 573) 

21.6 

40, 205 

18.7 

87, 185 

16.4 

56, 435,  528 

5.8 

188, 292 

-31.9 

927, 381 

5.3 

582,  458 

15.7 

8,029 

-27.0 

1,973,538 

-2.3 

60, 543, 308 


619,778 

-9.1 

99,364 

17.0 

383,524 

6.3 

1,253,584 

3.9 

96, 455 

-56.0 

0,913,686 

17.3 

1, 325, 586 

27.4 

283, 787 

25.6 

149, 194, 151 

5.6 

3,831,639 

-70.6 

208,  080 

58.1 

1, 374, 334 

193.6 

374, 544 

-15.1 

36,  010.  733 

4.4 

202,029,245 

5.2 

•  Excludes  Puerto  Rico. 

2  Not  included  in  totals,  already  counted  under  entering  direct  from  foreign  ports. 
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Percentage  in- 

Aircraft 

Aircraft  passengers 

crease,  or 
(- 

decrease 
-) 

1966 

1967 

1966 

1967 

Aircraft 

Passen- 
gers 

5,817 

6,378 

163, 814 

169, 672 

9.6 

3.6 

297 

438 

2,711 

3,682 

47.5 

35.8 

6,579 

7,732 

594, 668 

708, 611 

17.5 

19.2 

1, 622 

1,739 

4,677 

5,195 

7.2 

11.1 

2,829 

3,062 

14, 224 

15, 733 

8.2 

10.6 

349 

407 

8,493 

8,494 

16.6 

2,125 

3,415 

379, 933 

499, 115 

60.7 

31.4 

23, 171   1, 168, 520   1, 410, 502 
53,312   2,359,064   2,626,888 


18.1 
12.8 


2,810 

878 

7,004 


83,  741 

16, 149 

293,  304 


107,  774 

16,  077 

357, 319 


7.7 
4.6 
25.3 


10, 692    393, 194 


59,  759 

270 
2.005 

2,275 

1, 165, 236   1. 302. 947 


12.6 


3, 230 
86, 865 


3,939 
91, 776 


90,  095 


95, 715 


16, 449    207, 105 


20, 227 


332, 865 


445,  719 


54, 597   1,  046, 679   1, 440, 821 


30.4 


35, 141 


275, 623 
37,049 


395, 878    466, 649 


7, 158, 636 
606,  050 


,  523,  059 
641,  004 


16.0 
-2.1 


28.7 
-.5 
21.8 


22.4 


1,659 

53, 916 

57, 222 

7.9 

6.1 

53, 861 

1, 030, 872 

1, 194, 150 

13.7 

15.8 

374 

3,758 

8,574 

-43.4 

128.2 

3,295 

27, 734 

30, 428 

47.2 

9.7 

570 

48, 956 

12.  573 

-54.3 

-74.3 

22.0 
5.7 


Table  89. — Aircraft  and  aircraft  passengers  entering  the  United  States,  fiscal  years 

1966  and  1967 


Regions  and  districts 


Boston  region: 
District  offices: 

Boston _ 

Bridgeport.  -_ _ 

Buffalo 

Ogdensburg 

Portland,  Maine 

Providence 

St.  Albans 

Total  Boston  region. 19,  618 

New  York  regional  office 47,259 

Baltimore  region: 
District  offices: 

Baltimore... 2,610 

Norfolk 839 

Philadelphia 5,588 

Total  Baltimore  region. 9,037 

Miami  region: 
District  offices: 

Charleston.. 1.537 

Miami 47,384 

Savannah 661 

Tampa. _.. 2,239 

Wilmington 1,246 

Total  Miami  region 53,067 

New  Orleans  region: 
District  offices: 

Mobile 268 

New  Orleans 1,988 

Total  New  Orleans  region 2,256 

Houston  region: 
District  offices: 

El  Paso 2,281 

Galveston... _ 160 

Houston __ 1,766 

Laredo 9,879 

Port  Arthur 14 

Total  Houston  region 14, 100 

Los  Angeles  region: 
District  offices: 

Los  Angeles 4,516 

Nogales 5,520 

San  Diego... ___ 7,537 

Total  Los  Angeles  region 17,  573 

San  Francisco  region: 
District  offices: 

Great  Falls 2,364 

Honolulu.. _.  12,002 

Juneau _ 5, 740 

Portland,  Oregon. _ 534 

San  Francisco... _.  9,719 

Seattle 11,520 

Total  San  Francisco  region 41, 879 

Chicago  region: 
District  offices: 

Chicago... 6,450 

Cleveland... 6,764 

Detroit _ 6,763 

Duluth _ 6,229 

Milwaukee 503 

Minneapolis 707 

Pembina 5,132 

St.  Louis... 341 

Total  Chicago  region 32,889 

Total  all  regions 237,678 

San  Juan 37,826 

Grand  total 275, 504 


2,410 

9,065 

10,644 

5.7 

17.4 

250 

2,223 

3,774 

56.2 

69.8 

2,232 

68, 242 

88,  281 

26.4 

29.4 

11,  544 

127,  559 

149, 924 

16.9 

17.5 

13 

16 

25 

-7.2 

56.2 

22.0 


5,998 

284,  073 

389, 171 

32.8 

37.0 

5, 888 

21,  050 

24, 742 

6.7 

17.5 

8,341 

27, 742 

31,806 

10.7 

14.6 

33.9 


2,918 

27,  750 

41,  303 

23.4 

48.8 

13, 978 

339, 458 

420,312 

16.5 

23.8 

9,259 

41, 160 

101, 947 

61.3 

147.7 

666 

2,324 

2,769 

24.7 

19.1 

13, 403 

390, 491 

490,  778 

37.9 

25.7 

14.  373 

245,  496 

383,  712 

24.8 

56.3 

37.7 


6,967 

212, 448 

255, 972 

8.0 

20.5 

7, 342 

47,040 

52, 279 

8.5 

11.1 

7,241 

57,933 

69, 702 

7.1 

20.3 

7,294 

18,  542 

22, 171 

17.1 

19.6 

464 

2, 999 

2,735 

-7.8 

-8.8 

1,328 

4,772 

5,622 

87.8 

17.8 

4,223 

44, 455 

51, 268 

-17.7 

15.3 

282 

7,689 

6,900 

-17.3 

-10.3 

19.1 

5.8 


312, 672      7, 764, 686      9, 164,  063 
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Table  90. — Seizures  for  violations  of  customs  laws,  fiscal  years  1966  and  1967  ' 


1966  total 

1967 

Seizures 

Seizures 

by 
Customs 

Seizures 
by  other 
agencies 

Joint 
seizures  by 

Customs 
and  other 

agencies 

Total 

Automobiles: 

Number                

939 
$2,286,270 

106 
$308, 196 

16 

$747, 800 

109 
$22,  500, 559 

1,459 
$582, 601 

9,726 

15, 697 

$330,264 

7,453 
$145, 641 

8,550 

1,231 
$1,221,514 

89 
$224,349 

16 
$1,219,270 

81 
$46,997,985 

1,939 

$1,093,080 

10,380 

14,748 

$252,647 

11,049 
$1,062,543 

8,833 

161 
$213,614 

8 
$8,050 

22 
$29,391 

3 

$6,076 

1,414 

Value...      

$1, 464, 519 

Trucks: 

Number. 

100 

Value.-                 

$238, 474 

Aircraft: 

16 

Value 

$1, 219, 270 

Boats: 

Number    .        .  

1 

$76 

6 

$1, 120 

24 
26 

$742 

13 

$1, 735 

101 

82 

$46,998,060 
1,980 

Narcotics: 

Number 

35 

$36,051 

237 
213 

$4, 668 

23 

$471 

46 

Value                   

$1, 130, 251 

Liquore: 

10, 641 

Gallons... 

14, 987 

Value                          .  .      -    

$257, 957 

Proliibited  articles  (obscene,  lottery,  etc.): 
N  umber 

11,085 

$1, 064,  749 

Other  seizures: 

Number 

8,979 

Value: 

Cameras... 

$75,065 
68, 951 
46,418 
47,273 

578,639 
16,144 
22,717 

136, 161 

182, 674 
7,002,071 

$49,696 

253,445 

89,607 

135, 239 

1,134,912 

25,009 

43,371 

339, 142 

180, 857 

5,802,527 

$49, 695 

Edibles  and  farm  products 

Furs — skins  and  manufactures  .. 

$194 

$114 

253, 753 
89,607 

Guns  and  ammunition 

126 

2,672 

6,266 

8 

293 
170 

135, 657 

1, 137, 764 

31,276 

Tobacco  and  manufactures 

Watches  and  parts 

8 

43,387 
339, 142 

Wearing  apparel. 

224 
22,851 

694 
9,291 

181,775 

Miscellaneous 

5, 834, 669 

Total  value  of  other  seizures 

8, 176, 113 

8,053,804 

32,340 

10,  570 

8,096,714 

Grand  total: 

27,188 
$36,077,444 

32,201 
$60, 126, 192 

144 

$267,676 

340 
$87, 126 

32,685 

Value 

$60,469,994 

'  Includes  Puerto  Rico  and  the  Virgin  Islands. 

8  Excludes  number  of  carriers  confiscated  in  connection  with  seizures  of  liquor,  narcotics  ,etc. 
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Table  91. — Invesligative  aclivities,  fiscal  years  1966  and  1967 


Activity 


1966 


1967 


Percentage 
increase,  or 
decrease  (— ) 


Drawback 

Classification 

Mar Iset  value 

Smuggling,  narcotics 

Smuggling,  all  other 

Undervaluation,  false  invoicing 

Prohibited  importations 

Navigation,  aircraft,  and  vehicle  violations.. 

Baggage  declarations 

Customs  brokers,  cartmen,  and  lightermen- 
Petitions  for  relief 

Personnel 

Customs  procedure 

Collection  of  duties  and  penalties 

Cooperation  with  other  agencies 

NeutraUty 

Pilferages  and  shortages 

Export  control 

Federal  tort  claims. 

Miscellaneous 

Dumping 

Port  security 

Total 


1,222 

1,265 

3.5 

208 

229 

10.1 

899 

608 

-32.4 

6,158 

7,246 

17.7 

3,205 

2,809 

-12.4 

2,247 

2,886 

28.4 

327 

485 

48.3 

1,376 

1,624 

18.0 

1,681 

1,392 

-17.2 

319 

397 

24.5 

1,445 

1,760 

21.8 

2,016 

2,640 

31.0 

479 

467 

-2.5 

250 

188 

-24.8 

1,027 

1,260 

22.7 

398 

345 

-13.3 

604 

664 

9.9 

414 

398 

-3.9 

181 

139 

-23.2 

132 

152 

15.2 

16 

24 

50.0 

1 

15 

1400. 0 

24, 605 


26,993 


9.7 
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Engraving  and  Printing  Production 

Table  92.- — New  postage  stamp  issues  delivered,  fiscal  year  1967 


Issues 


Number  of  stamps 
Denominations  delivered 

(in  thousands) 


Commemoratives: 

Bill  of  Rights 

Polish  Millennium 

National  Park  Service 

Marine  Corps  Reserve 

General  Federation  of  Women's  Clubs. 

Johnny  Appleseed 

Beautification  of  America 

Great  River  Road 

Servicemen-Savings  Bonds 

American  Painting  (Mary  Cassatt) 

Alaska  Purchase  (Airmail) 

National  Grange 

Canada  Centennial. 

Special: 

Christmas— Series  1966 

Regular: 

George  Washington  (432  subject) 

John  Bassett  Moore 

Albert  G allatin_ 

Frederick  Douglas 

Andrew  Jackson _ 

Columbia  Jay  (Airmail) 

John  F.  Kennedy 


$0.05 

114, 160 

.06 

127, 975 

.05 

119,  035 

.05 

125,110 

.05 

112, 110 

.05 

124,290 

.05 

127,955 

.05 

126,320 

.05 

114,770 

.05 

114,  015 

.08 

54,  710 

.05 

120, 105 

.05 

127, 400 

.05 

1, 173, 590 

.05 

4,  221, 645 

5.00 

3,900 

.mi 

52,  030 

.25 

43,  470 

.10 

99,  400 

.20 

67,385 

.13 

43, 300 
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Table  93. — Deliveries  of  finished  work  by  the  Bureau  of  Engraving  and  Printing, 
fiscal  years  1966  and  1967 

Number  of  pieces  Face  value 

Class  1967 

1966  1967 

Currency: 

U.S.  notes 3,200,000    

Federal  Reserve  notes 2,278,448,000  1,985,664,000  $10,877,280,000 

Specimens 44  6,600  


Total 2,281,648,044      1,985,670,600      10,877,280,000 


Military  payment  certificates 130,058,000         123,600,000  288,968,000 

Specimens 1,596  1,848    


Total - 130,059,596  123,601,848  288,968,000 


Bonds,  notes,  bills,  certificates,  and  debentures: 
Bonds: 

Treasury 233,950  135,521       2,740,712,100 

Treasury,  special  series 802  500    

Kingdom  of  Greece 1  13,155,921 

ConsoUdated  Federal  Farm  Loan  bonds 156, 124  219, 220       2, 929, 350, 000 

Consolidated  bonds  of  the  Federal  Home  Loan 
banks 41,230  161,196       5,614,000,000 

N^OtGSI 

Treasury 791,812  1,016,241  51,375,700,000 

Treasury,  special  series 301  653    

'         U.S.  International  Monetary  Fund— Special 100    

Consolidated  notes  of  the  Federal  Home  Loan 

banks— bearer 223,200    

BiUs: 

Treasury 3,818,000  5,424,004  235,203,000,000 

Treasury  certificates  of  indebtedness,  coupon 97, 601  94, 212       8, 192, 000, 000 

Treasury  certificate  of  indebtedness,  special  series,  2,601  3,802    

Participation  certificates  in  Government  mort- 
gage liquidation  trast 109,838  135,235       6,599,000,000 

Participation  certificates  in  Export-Import  Bank 

ofWashington 17,101        1,226,500,000 

Participation  certificates  in  Export-Import  Invest- 
ment PortfoUo 53,213       2,263,000,000 

Commodity  Credit  Corporation — special  series, 

certificate  of  interest 19,024    

Debentures: 

Consolidated  collateral  trust  for  the: 

Twelve  Federal  intermediate  credit  banks. . .  179, 000  168, 000       4, 650, 000, 000 

Thuteen  banks  for  cooperatives 58,000  69,000       2,280,000,000 

Federal  National  Mortgage  Association  sec- 
ondary market  operations 63,747  98,382       2,138,800,000 

Federal  Housing  Administration 244,029    


Total 6,039,259  7,596,381    325,225,218,021 


Stamps: 

Customs 3,272,100    

U.S.  Internal  Revenue: 

To  office  of  issue 2,306,941,880  2,267,407,480  52,801,447 

To  Smithsonian  Institution 53,000  19,416    

Puerto  Rican  Internal  Revenue 239,471,850  227,642,240    

Virgin  Islands  Internal  Revenue 82,900    

U.S.  postage: 

Ordinary 18,822,967,864  21,258,529,064  1,210,635,125 

Airmail 1,225,605,000  1,403,914,400  131,352,370 

Commemorative 1,694,445,848  1,896,864,400  96,484,300 

Specialissue 1,616,740,000  1,600,164,220  80,008,171 

Special  delivery 34,830,000  35,470,000  10,641,000 

Postage  due 109,360,000  125,730,000  13,805,600 

Postal  insurance  books --  29,710  323,710  64,740 

Canal  Zone  postage: 

Ordinary - 3,415,800  8,294,000  752,210 

U.S.  savings 106,189,500  117,186,500  18,984,500 

Federal  migratory  bird  hunting 3,108,240  2,658,000  7,974,000 

Foodcoupons 163,168,750  276,487,750  374,577,000 

Total 26,326,327,442  29,224,046,180  1,998,080,463 


Miscellaneous: 

Cards,  certificates,  etc.,  to  office  of  issue 8,075,958  12,075,238 


Grand  total 28,752,150,299    31,352,990,247    338,389,546,484 


736   1967  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

International  Claims 

Table  94. — Status  of  Class  III  awards  of  the  Mixed  Claims  Commission,  United 
States  and  Germany,  and  Private  Law  509  as  of  June  SO,  1967 

Class    III  Private  Law 

Description  awards— over      509,  approved 

$100,000  July  19,  1940 

Awards  ' 

Principal  of  awards. $117,387,252.24  $160,000.00 

Less  amounts  paid  by  Alien  Property  and  others 266,072.77    

Interest  to  Jan.  1, 1928,  as  specified  in  awards 53,245,392.03  64,000.00 

Interest  thereon  to  date  of  payment  or,  if  unpaid,  to  June  30,  1967,  at 
5  percent  per  annum,  as  specified  in  the  Settlement  of  War  Claims 
Act  of  1928 81,526,247.28  178,192.02 


Total  due  claimants 251,892,818.78  402,192.02 


Payments 

Principal  of  awards 76,955,283.40  101,053.06 

Interest  to  Jan.  1,1928 53,245,392.03  64,000.00 

Interest  at  5  percent  from  Jan.  1, 1928,  to  date  of  payment.... 63,345,937.02  138,830.00 

Total  payments  2 193,546,612.45  303,883.06 


Balance  Due 

Principal  of  awards 40,165,896.07  58,946.94 

Interest  to  Jan.  1, 1928 

Accrued  interest  from  Jan.  1, 1928,  through  June  30, 1967 18,180,310.26  39,362.02 


Balance  due  clahnants 58,346,206.33  98,308.96 


Total  reimbursement  for  administrative  expenses ' 967, 723. 65  1, 519. 39 

1  Excludes  Class  I  awards  (on  account  of  death  and  personal  injury)  which  have  been  paid  in  full;  and  also 
Class  II  awards  on  which  there  remain  balances  totaling  $42,830.84.  For  details  concerning  all  classes  of 
awards,  including  claims  of  U.S.  Goverrmient,  see  1962  annual  report,  pp.  138  and  826. 

2  Amounts  shown  are  gross;  deductions  for  administrative  expenses  are  shown  below  (see  footnote  3). 
'  Deductions  of  ^i  of  1  percent  are  made  from  each  payment  to  cover  administrative  expenses.  These 

amounts  are  covered  into  the  Treasury  as  miscellaneous  receipts. 

Note.— On  Feb.  27, 1953,  the  German  Government  agreed  to  pay  $97,500,000  (U.S.  dollars)  over  a  period  of 
25  years  in  full  settlement  of  Gennany's  obhgations  on  account  of  Class  III  awards  and  the  award  under 
Private  Law  509.  Through  June  30,  1967,  $53,500,000  has  been  paid  under  the  agreement. 
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International  Financial  Transactions 

Tabm;  W). —  U.S.  nrt  monetary  gold  iransaclions  with  foreign  counlries  and  inUr- 
national  inslilulions,  fiscal  years  1045-67 

[In  millions  of  dolUirs  at  $30  per  ounce.  Negative  figures  represent  net  sales  by  the  United  States;  positive 

figures,  net  purchases] 

1945-62         1963  1964  1965  1966  19G7 

Afghanistan.. -5.3    (*)  (•)  -3.2  -1.9 

Algeria -15.0    -.8  -.8 

Argentina 859.9    -30.0    -39.7 

Australia - —8.3    

Austria -230.5      -136.3        -87.5        -62.5        -62.5    

Bank  for  International  Settlements —513.3 

Belgium.. -574.5    -101.7        -21.0    

Bolivia 18.8    -.1  -.1    

Brazil -25.4         103.6  54.4  54.3  -3.8  -1.7 

Burma -8.8        -16.0 

Cambodia. -- -15.1  -4.0  3.2    

Cameroon  Republic —1.9 —.2  —.2 

Canada ..-.         796.3    150.0  100.0 

Central  African  Republic —.7 —.1  —.1 

Ceylon -7.5    (♦)  -4.3         -4.2  -.1 

Chad -.7    -.1  -.1 

Chile 18.1    -..     -3.3         -5.4  -7.5 

Colombia 62.8  37.8         (*)  40.0  0.2  -.4 

Congo  (Kinshasa) 28.8    _.  -3.1  1.6  -.6  -2.4 

Costa  Rica ..-  -2.3  -.6  -.6         -1.9  -.4  -1.8 

Cyprus - -2.0    - 

Dahomey —.8    —.1  —.1 

Demnark...- -113.4  15.0    -13.3    

Dominican  RepubUe .-        -16.3  -.2  -2.5  -.2  -.6  -.8 

Ecuador 2.1  -5.5 -1.3  -.2 

Egvpt -136.8  -1.6        -10.4  -3.7  -3.3     

ElSalvador. -20.9    -2.2  -1.5 

Ethiopia ---     -  -1.0    

Finland -16.7 -5.0 ..- 

France -377.0      -517.6      -517.7      -832.5      -577.7        -277.3 

Gabon - -     -.7    -.  -.1  -.1 

Germany,  Federal  Republic  of -431.9 -200.0        -25.0 

Ghana —5.6 -. 

Greece -      -136.4    -.4  -.6 

Guinea - -2.8 -1.0 

Haiti.- - ---  -.2  -.2 

Honduras - —1-0  —.1 

Iceland -9.5 {*) 

Indonesia -113.1     -.4    -1.8 

International  Bank 18.8    - 

International  Monetary  Fund  > 21,139.4    '-258.8       U82.8  «50.1 

Iran  - -16.2         -5.9    -.1  -7.5         -15.0 

Iraq -29.8    -10.0         -4.0  -.2 

Ireland ----        (*)  (*)  -2.3         -2.3  -1.3 

Israel -15.5 -9.0    

Italy.. -363.1     200.0        -80.0     -60.0 

Ivory  Coast - -1-5    —.2  —.2 

Jamaica - —2.5    

Japan... -202.7    -56.3    

Jordan - ---  —-6 

Korea —3.5 —1.3 

Kuwait... -9.8        -12.5    

Laos.- -1.9    

Lebanon -53.9        -21.0    -10.5        -10.8  -.6 

Liberia —2.4  —.3 

Malagasy - -2.3    -1.0    

Footnotes  at  end  of  table. 
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Table  96. —  U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  fiscal  years  1945-67 — Continued 

[In  millions  of  dollars  at  $35  per  ounce.  Negative  figures  represent  net  sales  by  the  United  States;  positive 

figures,  net  purchases] 


1945-62 

1963 

1964 

1965 

1966 

1967 

Mah_-._ __ 

-1.0 

Mauritania-- 

-.8 
-4.0 

-.1 

—  1 

Mexico - 

14.9 

Morocco 

-21.0 

-.1 

3.8 

-.9 

Netherlands--- 

-641.3 

-95.0 

Nicaragua 

19.9 

-.1 

-2.1 

_  o 

Niger 

-.8 

-.  1 

Nigeria-- 

-20.0 

Norway-  - - 

11.7 

Pakistan-- - ,.- 

-.6 

-.8 

Panama -- 

-.1 

-2.7 

Paraguay - 

r."^'!     "'-27"2 

"'"-"6 

"-10^6 

-.9 

Peru— - 

25.0 

PhiHppines 

- 38.8 

24.6 

9.6 

9.7 

-1.3 

Portugal 

-41.6 

Republic  of  Congo  (Brazzaville) 

-.7 

-.1 

-.1 

Rwanda.- - 

-.2 

—  2 

Saudi  Arabia -- 

.     ..         -64.2 

""-\.l 

Senegal-.. 

-.8 

Somalia 

-1.9 

(*) 

-.1 

-.9 

-.2 

South  Africa 

1,121.3 

'-ITO'O 
(*) 

""-2"0 

"-iso.'o 

-7.6 

""-30."  6    '. 
-3.1 

Spain 

-312.4 

-.1 

Sudan 

-.5 

Surinam 

-5.0 

2.5 

2.5 

.1 

Sweden... 

246.4 

-764.7 

5."0 

"-30'0 

'-ioi.'o 

-18.7    . 
18.0 

Switzerland 

-50.0 

Syria. - - 

-11.5 

-.3 

-3.0 

-.7 

-4.0 

-.6 

Togo-.. - 

-1.1 

Tunisia 

-.5 

-.5 

-.5 

-.1 

-3.5 

-.4 

Turkey 

48.2 

6.0 

9.8 

-30.7 

-20.9 

-5.8 

United  Kingdom .-        .     

-1,389.5 

68.8 

535.0 

241.2 

169.9 

75.2 

Upper  Volta 

-.8 

-.1 

-.1 

Uruguay... 

-11.7 

8.0 

-.1 

_.2 

-.3 

-.2 

Vatican  City 

-1.6 

-360.9 

1.0 

4.5    . 
-25.0    . 
-.3 

Venezuela 

Vietnam- -  - 

-1.3 

-18.1 

-1.6 

-2.3 

-2.3 

-2.6 

-2.8 

All  other .  - 

-156.3 

-1.4 

-1.9 

-.6 

-.7 

—.1 

Total 

-2,861.9 

-636. 5 

-128.0  - 

-1,473.1 

-378. 4 

-232.  2 

*Less  than  $50,000. 

1  International  Monetary  Fund  (IMF)  figures  prior  to  1961  include  gold  purchases  by  the  IMF  on  behalf 
of  member  countries  for  their  payments  to  the  IMF. 

-  Includes  $343.8  million  payment  to  the  International  Monetary  Fund.  Pursuant  to  an  act  approved 
June  17,  1959  (22  U.S.C.  286e-l),  the  United  States  made  payment  of  its  increase  in  quota  to  the  IMF, 
amounting  to  $1,375,000,000  on  June  23, 1959.  The  payment  was  made  in  gold  in  the  amount  of  $343,750,000.40 
and  in  nonnegotiable,  noninterest-bearing  notes  of  the  United  States  amounting  to  $1,031,249,999.60,  in 
place  of  a  like  amount  of  currency. 

3  Public  Law  89-31,  approved  June  2,  1965,  authorized  an  increase  of  $1,035  million  in  the  quota  of  the 
United  States  in  the  IMF.  On  .Tune  30,  1965,  the  United  States  made  the  required  payment  of  25  percent 
of  its  quota  increase  in  gold  in  the  amount  of  $258,750,004.03. 

*  This  amount  constitutes  a  deposit  by  IMF  with  the  United  States  under  the  mitigation  program  con- 
nected with  payment  of  gold  portion  of  counti^y  quota  increases. 
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Table  97.- — U.S.  reserve  assets:  Gold  stock,  holdings  of  convertible  foreign  currencies, 
and  reserve  position  in  the  International  Monetary  Fund,  fiscal  years  1958-67 

[In  millions  of  dollars] 


End  of  fiscal  year  or  month 


Total  reserve 
assets 


Gold  stock  1 


Totals 


Treasury 


Convertible 

foreign 
currencies ' 


Reserve 

position  in 

International 

Monetary 

Fund* 


1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965- ---- 

1966 

1967 

1966— .Tuly 

August 

September. 

October 

November. 

December., 
1967— January 

February... 

March 

April 

May , 

June 


21,412 
19, 746 
19,363 
17,603 
16,  527 
15,830 
15, 623 
«  14, 049 
13,  529 
13, 169 
13, 413 
13,319 
13, 356 
13,311 
13, 262 
13, 235 
13, 202 
13, 161 
13, 184 
13, 234 
13,214 
13, 169 


21,356 
19,  705 
19, 322 
17,550 
16, 435 
15, 733 
15, 461 
»  13, 934 
13, 433 
13,110 
13, 332 
13, 259 
13,258 
13, 257 
13, 159 
13, 159 
13, 157 
13, 107 
13, 107 
13, 109 
13, 109 
13,110 


186 

554 

126 

182 

546 

722 

738 

1,093 

1, 299 

1,148 

1,213 

1,108 

1,321 

645 

480 

314 

315 

363 

738 


2,084 

1,768 

1,807 

1,519 

1,409 

1,109 

786 

« 1,167 

707 

367 

642 

397 

372 

356 

345 

326 

349 

357 

357 

357 

366 

367 


1  Includes  gold  sold  to  the  United  States  by  the  International  Monetary  Fund  (IMF)  with  the  right  of 
repurchase,  and  gold  deposited  by  the  IMF  to  mitigate  the  impact  on  the  U.S.  gold  stock  of  foreign  purchases 
for  the  purpose  of  making  gold  subscriptions  to  the  Fund  under  quota  increases. 

2  Includes  gold  in  E.xchange  Stabilization  Fund,  which  is  not  mcluded  in  Treasury  gold  figures  shown  in 
dafiy  Treasury  statements. 

3  Includes  holdings  of  Treasury  and  Federal  Reserve  System. 

<  In  accordance  with  Fund  policies  the  United  States  has  the  right  to  draw  foreign  currencies  equivalent 
to  its  reserve  position  in  the  Fund  virtually  automatically  if  needed.  Under  appropriate  conditions  the 
United  States  could  draw  additional  amounts  equal  to  the  U.S.  quota,  which  amounted  to  $5,1G0  million 
as  of  June  30,  1967. 

5  Reserve  position  includes,  and  gold  stock  excludes,  $259  milhon  gold  subscription  to  the  Fund  in  June 
1965  for  a  U.S.  quota  increase  which  became  effective  on  February  23,  1966.  In  figures  published  by  the 
Fund  from  June  1965  through  January  1966,  this  gold  subscription  was  Included  in  the  U.S.  gold  stock  and 
excluded  from  the  reserve  position. 
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Table  100. —  U.S.  balance  of  payments,  calendar  years  1964-66  and  January- 
June  1967 

[In  millions  of  dollars] 

paet  I.— seasonally  adjusted 


1966 


1967 


Jan.-Mar.    Apr.-Junep 


Trade. 


Exports. 
Imports - 


Travel  (including  fares)' 


Receipts--- 
Payments. 


Military- 


Receipts  2. 

Payments. 


Other  services  and  transfers  (excluding  direct  in- 
vestment income) 


Government  grants  and  capital,  net. 


Outflows 

(Dollar  outflow).- 

Debt  repayments 

U.S.  Government  nonliquid  liabilities. 

Direct  investment 


Capital  outflows 

Investment  income- 
Bank  claims 


Short-term. 
Long-term.. 


Nonbank  claims  . 


Short-term. 
Long-term.. 


U.S.  transactions  in  foreign  securities. 


New  issues 

Outstanding  issues  and  redemptions- 


Foreign  capital  (excluding  liquid  liabilities) 

Errors  and  omissions 

Balance  on  liquidity  basis,  seasonally  adjusted.-. 
Less:  seasonal  adjustment-. 

Balance  on  liquidity  basis  (seasonally  unad- 
justed)   

Balance  on  official  reserve  transactions  basis  (sea- 
sonally adjusted)' 


6,676 


4,772 


3,658 


25, 297 
-18,621 


-1,499 


26, 244 
-21,472 


1,357 

-2, 856 


-1,! 


981 
-2, 861 


829 
-3, 331 


-4, 263 

(-685) 

694 

238 

1,239 


-2, 435 
3,674 


-2, 464 


-1,523 
-941 


-966 


-623 
-343 


-677 


-1,063 
386 

222 

-949 

-2, 800 


29, 168 
-25, 510 


-1,644 


7,691 
-6, 692 


1,545 
-3, 158 


-1, 823 


1,768 
-3,412 


-2,  747 


1,098 
-2, 921 


875 
-3, 432 


947 
-3, 694 


-3, 479 


350 
-1,045 


203 
-1, 128 


-4, 277 

(-708) 

832 

13 

545 


-4,  680 

(-720) 

1,188 

13 

502 


-3,418 
3,963 


-3, 543 
4,045 


325 
-232 


340 


337 
-441 


428 


-758 


-329 
-112 


-1,206 


81 

-415 

-1,335 


-1,210 

728 

2,445 

-302 

-1,357 


-2, 800 
-1, 549 


-1,335 
-1,304 


-1,357 
225 


-1,419 

(-174) 

198 

93 

377 


150 
-135 


-67 
-263 


-353 
90 

736 
-284 
-538 
-303 

-235 

-1,827 


1,136 


7,723 
-6, 587 


438 
-1,093 


-635 


417 
-1, 052 


180 
-860 


-1,237 

(-187) 

262 

115 

283 


-684 
967 


-176 


-329 
153 


-99 


44 
-143 


-171 


-338 
167 

1,061 
-576 
-512 
-319 

-193 

-814 


Footnotes  at  end  of  table. 
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Table  100. —  U.S.  balance  of  -payments,  calender  years  1 96  4~f>(>  and  January - 
June  1967 — Continued 

[In  millions  of  dollars] 

Part  II.— SEASONALLY  UNADJUSTED 


1964 

1965 

1966 

1967 

Jan.-Mar. 

Apr.-June  p 

Balance  on  liquidity  basis   (seasonally  unad- 

2,800 
2,253 

1,335 
-9 

1,357 
1,734 

235 
-864 

193 

Increase  in  short-term  official  and  banking  lia- 
bilities and  in  foreign  holdings  of  marketable 
U.S.  Government  bonds  and  notes. 

566 

Foreign  holders  other  than  official 

1.554 
699 

376 
171 

131 
-140 

122 
1,222 

2,384 
-650 

-945 
568 

-709 
-155 

72 
1,027 

94 
472 

Net   sales  of  nonmarketable,  medium-term, 

46 

Decrease  in  U.S.  monetary  reserve  assets 

-419 

266 

-220 

125 

-94 
-349 
1,665 

537 

-540 

571 

-31 

1,007 
51 

—10 

Convertible  currencies 

Gold - - 

-424 
15 

p  Preliminary. 

1  Fares  are  estimated  for  1967. 

2  Total  receipts  from  foreign  governments,  including  advance  receipts  on  military  sales  contracts  and 
principal  repayments  on  Defense  Department  credits  financing  military  sales. 

3  Balance  on  official  reserve  transactions  basis  equals  balance  on  liquidity  basis  minus  changes  in  liquid 
dollar  liabilities  to  foreigners  other  than  official  national  institutions  plus  changes  in  certain  nonliquid 
liabilities  to  official  national  institutions. 

Source.— Department  of  Commerce,  "Survey  of  Current  Business,"  June  and  September  1967. 
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Table  101. — Assets  and  liabilities  of  the  Exchange  Stabilization  Fund  as  of  June  30, 

1966  and  June  30,  1967 


Assets  and  liabilities 


June  30,  1966         June  30, 19671" 


Fiscal  year 

1967, increase 

or  decrease(— ) 


Assets 
Cash: 
Treasurer  of  the  United  States,  checking  account.-. 
Federal  Reserve  Bank  of  New  York,  special  ac- 
count  

Imprest  fund 

Total  cash 

Special  account  of  the  Secretary  of  the  Treasury  in  the 
Federal  Reserve  Bank  of  New  York-gold  (schedule 

1) 

Foreign  exchange  due  from  foreign  banks: 

Oesterreichische  Nationalbank 

Banque  Nationale  de  Belgique 

B  anque  Nationale  de  B  elgique  (IMF) 

Banco  do  Brasil 

Bank  of  Canada 

Banco  Central  de  Cliile.. 

Banco  de  la  RepubUca,  Colombia... 

Deutsche  Bundesbank 

Deutsche  Bundesbank  (IMF) 

Banco  Central  de  la  RepubUca,  Dominicana 

Bank  of  England... 

Banca  d'  Italia 

Bancad'  Italia  (IMF) 

De  Nederlandsche  Bank 

Sveriges  Riksbank 

Banque  Nationale  Suisse ._ 

Bank  for  International  Settlements 

Investments  in  U.S.  Government  securities  (schedule 

2). 

Investments  in  foreign  securities  (schedule  2) 

Interest  purchased 

Accrued  interest  receivable 

Accrued  interest  receivable — foreign. 

Accounts  receivable 

Deferred  charges _._ 

Office  equipment  and  fixtures,  less  allowance  for  de- 
preciation..  

Land  and  structures 


Total  assets 

Liabilities  and  Capital 


$1, 043,  744. 27 


$441,  519. 03        -$602, 225. 24 


500.00 


500.00 


1, 044, 244. 27 


442,  019. 03 


-602,225.24 


95,132,855.67  59,644,322.03     -35,488,533.64 


3, 

15, 

294, 
8,  240, 
783, 
12, 330, 
7,  705, 
2, 492, 
2 

3,  083^ 

171,006, 

255, 

1, 500, 

263, 

4, 

50, 

17, 578, 


956. 35 
983. 64 

525.00 
000. 00 
774. 41 
006. 30 
479. 45 
402. 47 
116.81 
765.  05 
165. 49 

309. 36 
000.  00 
837. 39 
952.  77 
043.  58 
367. 60 


3, 954. 88 
128, 005. 89 


814, 169.  50 


7,  743, 150.  68 

222, 950.  74 

11,754.31 

"85,'"379,'5i6."82 

2,731,381.97 

1, 500,  000. 00 

263, 837. 39 

4, 952.  77 

4, 129. 14 

6,  793,  569. 86 


643,290,447.52    1,4.31, 474, 592.  ( 


46, 446, 138. 21 

7, 683. 42 

3, 958, 320. 27 

118, 128.  60 

84, 051. 33 

92, 406. 48 

63, 539. 19 
150,000.00 


61,  743, 434.  50 

44, 244. 80 

4, 289, 679. 97 

335, 440.  73 

36, 118. 22 


79, 603. 62 
150, 000. 00 


-1.47 

112, 022.  25 

-294, 525.  00 

-8, 240, 000.  00 

30, 395.  09 

-12,330,006.30 

37, 671.  23 

-2,269,451.73 

9, 637.  50 

-3, 083,  765. 05 

-85,  626, 654. 67 

2, 476, 072. 61 


-45,914.44 
-10, 784, 797.  74 

788, 184, 144.  57 

15, 297, 296. 29 

.36,  561. 38 

331, 359.  70 

217,312.13 

—47,933.11 

—92, 406. 48 

16, 064. 43 


,  500. 63    1, 663, 840, 822. 94      647,842,322.31 


Liabilities:  i 

Vouchers  payable 

Accounts  payable 

Deferred  credits 

Undistributed  credits _ 

Special  accounts _ 

Advance  from  U.S.  Treasury  (U.S.  drawings  on 
IMF).. 

Total  Uabilities 


20, 652. 02  47, 629. 23 

397,109.94  842,983.69 

46,465.46 

_ 19,164.81 

24, 772, 478. 08  278, 855, 975. 37 


26, 977. 21 

445, 873.  75 

46, 465. 46 

19, 164. 81 

254, 083, 497. 29 


583, 000, 000. 00        925, 000,  000. 00      342, 000,  000. 00 


8, 190, 240. 04    1, 204, 812, 218. 56      596,621,978.52 


Capital: 
Capital  account 

Cumulative  net  income  (schedule  3) . 


Total  capital... 

Total  liabilities  and  capital. 


200, 000, 000. 00       200, 000, 000. 00 
207, 808, 260. 59        259, 028, 604. 38 


51, 220, 343. 79 


407, 808, 260. 59        459, 028, 604. 38        51,220,343.79 


1,015,998,500.63     1,663,840,822.94      647,842,322.31 


>  For  contingent  liabiUties  under  outstanding  stabihzation  agreements,  see  schedule  4. 
V  PreUminary. 
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Table  101. — Assets  and  liabilities  of  the  Exchange  Stabilization  Fund  as  of  June  SO, 
1966  and  June  SO,  1967 — Continued 

SCHEDULE  1.— SPECIAL  ACCOUNT  OF  THE  SECRETARY  OF  THE  TREASURY  IN 
THE  FEDERAL  RESERVE  BANK  OF  NEW  YORK — GOLD 


June  30, 1966                            June  30, 1967  » 
Gold  Accounts  


Ounces  Dollars  Ounces  Dollars 


Federal  Reserve  Bank  of  New  York 1, 067,  574.  770  37, 365, 116. 95       569, 948. 022    19  948  180.  76 

Federal  Reserve  Bank  of  New  York,  Account 

No.  1  (Bank  of  Canada) 1,428,770.580  50,006,970.30 

Federal  Reserve  Bank  of  New  York,  Account 

No.  4  (Bank  of  England) 174,276.414  6,104,552.59    1,106,326.936    38,633.875.21 

U.S.  Assay  Offlce,  New  York. _ 47,320.310  1,656,215.83          30,350.317      1.062,266.06 

Totalgold 2,717,942.074    95,132,855.67    1,706,625.275    59.644,322.03 

«>  Preliminary. 

SCHEDULE  2.— INVESTMENTS   HELD  BY  THE  EXCHANGE 
STABILIZATION  FUND,  JUNE  30,   1967  p 


Securities  Face  value         Cost  (in  dollars)       Accrued 

interest 


Investments  in  public  debt  securities: 
Special  issues,  Exchange  Stabilization  Fund  Certifi- 
cate series: 

3.25%  maturing  July  1,  1967 $572, 694, 63'».  91      $572,694,634.91    $3,043,157.34 

3.73%  maturing  July  1,  1967 50,000,000.00         50,000,000.00         152,868.90 

3.95%  maturing  July  1,  1967 10,000,000.00         10,000,000.00  4,316.92 

4.150%  maturing  July  1,  1967 10,317.95  10.317.95  51,434.40 

4.999%maturingSept.  1,  1967... 200,000,000.00        200,000,000.00  54,535.52 

Total  special  issues 832,704,952.86       832,704,952.86      3.306,313.08 

Public  issues: 
Treasury  bonds: 

2H%  of  1964-69  (dated  Apr.  15,  1943). 

2i/«%  of  1964-69  (dated  Sept.  15, 1943) 

2H%  of  1965-70 

2\<.%  of  1966-71 

2U%  of  1967-72  (dated  Nov.  15, 1945) 

Treasury  bills 


2,200,000.00 

2, 199,  625.  00 

2,254.10 

400, 000.  00 

399, 875.  00 

409.  83 

10, 000, 000. 00 

10,000,000.00 

72, 690.  22 

2, 400, 000.  00 

2, 308, 843.  75 

17,445.65 

10, 000, 000.  00 

10, 000, 000.  00 

10,245.90 

431,000,000.00 

423.507,770,42     . 

Total  public  issues 456,000,000.00       448,506,114.17         103,045.70 


Investments  in  agency  securities: 

F.H.L.B.  bonds: 

43^%  maturing  Mar.  1,  1968.. 7,500,000.00  -.504.687.50  82.942.71 

5?^%  maturing  Apr.  25,  1968 30.000,000.00  30,305,468.75  291,145.82 

5?^%  maturing  Mar.  25, 1969 7,500,000.00  7,628,125.00  101,901.04 

F.L.B.  bonds: 

4!4%maturing  Aug.  20,  1968 2,500,000.00  2,493,750.00  26,857.65 

4?^%  maturing  Mar.  20,  1969 2,500,000.00  2,500,000.00  27,647.56 

434%  maturing  Jan.  20,  1969... 25,000,000.00  24,950,000.00  125,347.23 

F.N.M.A.  debentures: 

4.65%  maturing  May  12,  1969 25,000,000.00  24,976,562.50  161,458.35 

4%%  maturing  June  14, 1968 25,000,000.00  24,987,500.00  59,376.00 

Total  agency  securities 125,000,000.00  125,346.093.75  876.675.36 


Purchases  of  F.N.M.A.  participation  certificates: 
5H%  maturing  Sept.  29,1969 25,000,000.00         25,000,000.00  3,64.5.83 


Subtotal 1,438,704,952.86 

Unamortized  discount 7,577,859.95 

Unamortized  premium 347,499. 18 


Total 1,431,474,592.09    1,431,557,160.78      4,289,679.97 


Foreign  .securities: 

British  Qovernment,  Treasury  bills £21, 64,5, 000. 00         60, 176, 856.  38 

Republic  of  Germany,  Treasury  bills  (IMF).. DM6, 300, 000.  00  1, 566, 578. 12 

Total  foreign  securities 61,743,434.50 

p  Preliminary. 
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Table  101. — Assets  and  liabilities  of  the  Exchange  Stabilization  Fund  as  of  June  30, 
1966  and  June  30,  1967 — Continued 

SCHEDULE   3. — INCOME  AND  EXPENSE 

Jan.  31, 1934  through- 
Classification 


June  30, 1966     June  30, 1967  p 


Incomp: 
Profits  on  transactions  in: 

Gold  and  exchange  (including  profits  from  handling  charges  on  gold).  $145,374,968.26  $145,654,526.64 

Sale  of  silver  to  U.S.  Treasury 3, 473, 362. 29  3, 473, 362. 29 

Silver 102,  735.  27  102, 735. 27 

Investments 2, 638, 546. 28  2, 638, 546. 28 

Miscellaneous- 139,301.72  145,740.10 

Interest  on: 

Investments 78,021,845.76  126,832,187.23 

Foreign  balances 24,873,706.98  31,691,169.42 

Total  income 254,624,466.56  310,538,267.23 

Expense: 

Personnel  compensation  and  benefits 34,918,856.64  38,464,069.81 

Travel 2,149,902.35  .     2,340,647.89 

Transportation  of  things 2,450,338.17  2,557,611.50 

Rent,  communications,  and  utilities 1,029,286.52  1,162,384.17 

Supplies  and  materials 299,454. 33  332, 847. 40 

Other 5,968,367.96  6,652,102.08 

Total  expense 46,816,205.97  51,509,662.85 

Cumulative  net  income 207,808, 260. 59  259, 028, 604. 38 

p  Preliminary. 

SCHEDULE  4. — CURRENT  U.S.   STABILIZATION  AGREEMENTS, 
JUNE  30,   1967 

Effective  dates  Amounts  (in  millions) 
Country 


Original         Renevral       Expiration         Original      Advances  by  Repayments 

agree-         the  United  to  the 

ment  States       United  States 


Argentina- May    2,1967  May    1,1968  $75.0    

Brazil- May  16,1961  May  16,19631  70.0  .$130.0  $130.0 

Chile Mar.  13,1964  Feb.     4, 19651  15.0  12.0  12.0 

Chile.- Feb.    4,1965  Jan.    30,19661  16.1  16.1  16.1 

Colombia Apr.     1,1966  Mar.  31,19671  12.5  10.8  3.0 

Dominican  RepubUc.  Aug.  10,1964  Aug.  10, 1965 ■  6.3  6.3  6.3 

1  No  further  drawings  permitted  after  expiration. 
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Table  102. — Summary  of  receipts,  withdrawals,  and  balances  of  foreign  currencies 
acquired  by  the  United  States  without  purchase  with  dollars,  fiscal  year  1967 

[In  U.S.  dollar  equivalents] 

Balance  held  by  Treasury  Department,  July  1, 1966.. $1,276,652,224.82 

Receipts: 

Sale  of  surplus  agricultural  commodities  pursuant  to: 

Title  I,  Public  Law  480,  Agricultural  Trade  Development  and 

Assistance  Act  of  1954,  as  amended  (7  U.S.C.  1704-1705) $794,707,236.18 

Commodity  Credit  Corporation  Charter  Act  (15  U.S.C.  713a).  292, 464.  40 

Loans  and  other  assistance: 

Title  I,  Public  Law  480,  loans  repayments,  including  interest: 

Sec.  104(e),  loans  to  private  enterprises 24,224,231.41 

Sec.  104(g),  loans  to  foreign  governments. 92, 149,844.44 

Sec.  612,  Foreign  .Assistance  Act  of  1961  (22  U.S.C.  2362)  loan 
repayments  including  interest: 
Development  Loan  Fund  and  Mutual  Security  Program.      177, 872, 556.  26 

Infomiational  media  guaranties  (22  U.S.C.  1442),  principal 2,574,411.35 

Lend-le;ise  and  surplus  property  agreements  (22  U.S.C.  412b)  and 

(50  App.  U.S.C.  l&41(b)(l),  1946  ed.)  i _ 9,005,627.21 

Bilateral  agreements  5%  and  10%  counterpart  funds  (22  U.S.C. 

1852(b))  1 2,436,730.15 

Interest  on  public  deposits 24,841,839.83 

All  other  sources 2  148,260,544.10 


Total  collections 1.276,365,485.33 


Total  available _.- 2,553,017,710.15 

Withdrawals: 

Sold  for  dollars,  proceeds  credit  to:  ^ 

Miscellaneous  receipts  of  the  general  fund 148,  796,447.91 

Commodity  Credit  Corporation,  Agriculture 155,551,570.82 

Informational  media  guaranties  fund,  USIA 2,437,854.47 

Other  fund  accounts _-_ 2 170,015,223.18 


Total  sold  for  dollars 476,801,096.38 


Requisitioned  for  use  without  reunbursement  to  the  Treasury 
pursuant  to: 

Sec.  104,  PubhcLaw480,  as  amended  (7  U.S.C.  1704). 635,206,474.58 

Otlier  authority 1,703,915.73 


Total  requisitioned  without  reimbursement 636, 910, 390. 31 


Total  withdrawals 1,113,711,486.69 

Adjustment  for  rate  differences 2,598,318.37 

Balances  held  by  Treasury  Department,  June  30,  1967 1,441,904,541.83 


Analysis  of  balance  held  by  Treasury  Department  June  30,  1967: 

Proceeds  for  credit  to  miscellaneous  receipts  of  the  general  fund 476, 144,  806.  67 

Proceeds  for  credit  to  agency  accounts: 

Commodity  Credit  Corporation,  Agriculture 458,  665,263.92 

Information  media  guaranties  fund,  USIA 396,  684.24 

Other.. ..,. -- -.- - -79,649,894.35 

For  program  allocations: 

Sec.  104,  title  I,  Public  Law  480,  as  amended _ 586,347,681.35 

Total <  1, 441,  904,  541. 83 


Balances  held  by  other  executive  agencies  June  30,  1967,  for  purpose  of: 

Economic  and  technical  assistance  under  Mutual  Security  Act.. 14,467,922. 10 

Programed  uses  under  Agriculture  Trade  Development  and  Assistance  Act 6ti7,  718, 100.02 

Military  family  housing  in  foreign  countries.  _ 1,  504,774.28 

Trust  agreements  with  foreign  countries -.. 46, 631, 922. 80 

Other 6,225,070.68 


Total 736,547,78 


Grand  total... 2,178,452,331.71 

Footnotes  on  the  next  page. 
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Footnotes  to  taljle  102 

'  Collections  under  lend-lease  and  surplus  property  agreements  will  continue  to  be  made  until  such 
agreem.ents  are  satisfied,  although  the  act  originally  authorizing  such  action  has  been  repealed. 

-  Includes  Special  Letters  of  Credit  activity  amounting  to  $108,000,000.00. 

3  Dollars  acquired  from  the  sale  of  foreign  currencies  are  derived  from  charges  against  the  dollar  appro- 
priations of  the  Federal  agencies  which  use  the  currencies.  These  dollar  proceeds  are  credited  to  either 
miscellaneous  receipts  or  other  appropriate  accounts  on  the  books  of  the  Treasury. 

■<  Represents  the  dollar  value  of  currencies  held  in  the  accounts  of  the  Treasury  Department  only. 
Currencies  transferred  to  agency  accounts  pursuant  to  requisitions  submitted  to  the  Treasury  Department, 
or  as  otherwise  authorized,  are  accounted  for  by  the  U.S.  Government  agencies.  Balances  held  by  executive 
departments  and  agencies  as  of  June  30,  1967,  are  stated  at  the  end  of  summary. 

Note. — For  the  purpose  of  providing  a  common  denominator,  the  currencies  of  94  foreign  countries  are 
herein  stated  in  U.S.  dollar  equivalents.  It  should  not  be  assumed  that  dollars  in  amounts  equal  to  the 
balances  shown  are  actually  available.  The  dollar  equivalents  are  calculated  at  varying  rates  of  exchange. 
Foreign  currencies  deposited  under  certain  provisions  of  Public  Law  480  and  the  Mutual  Security  Act  were 
converted  at  deposit  rates  provided  for  in  the  international  agreements  with  the  respective  countries.  The 
greater  portion  of  these  currencies  is  available  to  agencies  without  reimbursement  pursuant  to  legislative 
authority  and,  when  disbursed  to  the  foreign  governments,  will  generally  be  accepted  by  them  at  the  deposit 
or  collection  rates.  Currencies  available  for  sale  for  dollars  and  certain  other  U.S.  uses  were  converted  at  the 
end  of  the  month  for  transactions  during  the  month,  these  market  rates  being  those  used  to  pay  U.S. 
obligations.  The  closing  balances  were  converted  at  the  June  30,  1967,  market  rates. 

For  detailed  data  on  collections  and  withdrawals  by  country  and  program,  see  part  V  of  the  "Combined 
Statement  of  Receipts,  Expenditures  and  Balances  of  the  United  States  Government  for  the  Fiscal  Year 
Ended  June  30, 1967  " 
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Table  103.- 


-Balances  of  foreign  currencies  acquired  by  the  United  States  without 
purchase  with  dollars,  June  SO,  1967 


('iirrciicy 

In  Treasury  accounts 

In  Agency  accounts 

Country 

Foreign 
currency 

Dollar 
fifiuivalcnt 

Foreign 
currency 

Dollar 
equivalent 

Afghanistan 

Argentina  

Afghani 

Peso 

-18,595,454.14 

-1,605,594.64 

-12,  663.  38 

-107,082.96 

-424.  75 

-1,129.18 

-674, 037. 00 

-23.  89 

17,550,070.59 

-25, 098, 948. 99 

-215.47 

53,124,816.25 
-293, 398. 80 

-$246, 297.  40 

-4,  587. 41 

-14,168.02 

-4, 160. 18 

-416.42 

-659.  57 

-13,456.52 

-66.  76 

1,456,437.39 

-9,  295, 907.  03 

-150.89 

11,255,257.68 
-8, 399.  62 

99, 982, 419. 18 

1,605,594.64 

12,  663. 38 

107, 082. 96 

424.  75 

1,129.18 

753,150.00 

23.89 

182,877,908.12 

27,978,171.48 

215.47 

43,332,644.65 
12,205,466.22 
17, 287, 270. 00 
18,216,069.02 
42,872,105.81 

205,730,217.58 
5, 127, 407.  72 

757,995,126.00 

528, 336. 36 
149,912.23 
8,210.29 
34, 634. 92 
474, 918. 33 

802,161.89 

9, 430.  88 

1,869,474.60 

13, 835. 94 

161,046.66 

6, 805, 079.  64 

$1, 324, 270. 45 

Australia. 

Austria... 

Bahamas 

Barbados 

Belgium 

Dollar.. 

Schilling 

B.  dollar. 

W.I.  dollar.... 
Franc 

14,168.02 

4,160.18 

416.42 

659.  67 

15,035.94 

66.76 

15,176,589.89 

10, 362, 285.  73 

150.89 

9, 180, 645.  06 

349, 426. 46 

70, 273. 46 

3,828,513.87 

7, 852, 034.  04 

5, 135, 237.  74 

315  532  79 

Bermuda.. 

Bolivia... 

Pound 

Peso 

Brazil. 

Cruzeiro 

B.H.  dollar.. 

Kvat 

British 

Honduras. 
Burma     

Cambodia 

Riel.. 

Cameroon 

C.F.A.  franc. 

Ceylon. 

Rupee 

Escudo 

N.T.  dollar... 
Peso 

36,478,039.96 
-5,592,843.33 
-81,323,849.24 
-5,119,057.72 
453,291,914.00 

-527,017.36 
-50,  754.  65 

7,153,346.71 
-34,634.92 

-400,341.94 

-523, 618.  69 
-9, 430.  88 
649,  548. 89 
260,  520.  75 

-161,046.66 
-5, 783, 182. 51 

32, 042. 69 

397, 769.  96 

-17,625,747.50 

1, 392.  71 

1, 735, 991, 894.  00 

-1,389.00 

-1,625.00 

-18,443.88 

460, 440. 00 

2,024,713.73 

4,991,318,674.20 

7,  666,  675.  06 
-1,024,330.28 
-2, 025, 078.  54 

-315,018.94 
906,  583.  83 

-74.227.80 

-142,369.29 

994, 08S.  54 

-5, 002.  88 

-400, 341. 94 

-26,180.93 

-3,  772. 35 

261,809.30 

81,184.41 

-32,  766.  36 

-1,455,621.07 

2,  584. 09 

556, 866.  80 

-587,524.92 

1,392.71 

7, 042, 563. 46 

-811,33 

-812.  50 

-3, 202. 06 

9,  592.  50 

47, 141. 18 

656,752,457.13 

Chile... 

China_ 

Colombia. 

Congo,  Kcpub- 

Franc 

1  515  990  24 

lic  of  the. 
Costa  Rica  ... 

Colon.. 

74  413  57 

Cyprus 

Pound.. 

Koruna 

Krone.. 

Peso 

420  511. 16 

Czechoslovakia. 

Denmark 

Dominican 

572. 15 

5,002.88 

474,918.33 

40  108.09 

Republic. 
Ecuador.. 

Sucre . 

El  Salvador.. 

Colon... 

3  772.35 

Ethiopia. 

Finland.. 

France 

E.  dollar 

New  Markka.. 
Franc 

753,616.56 

4,311.60 

32,  766.  36 

Germany, 

Federal 

Republic  of 
Germany,  E;ist. 

W.D.Mark... 

E.D.  Mark 

New  Cedi 

Drachma 

Quetzal. 

Franc 

1,461,132.62 

Ghana 

2, 822,  946. 98 

75,950,067.50 

1,392.71 

5,  495, 070, 828. 00 

1,389.00 

1, 625. 00 

18, 443.  88 

106, 049. 80 

607, 375. 00 

1,979,210,209.63 

33, 085, 433. 34 

15,317,891.99 

436, 334, 066.  90 

609.  73 

46,864,037.17 

7,534,687,963.00 

229,760,991.00 

3, 962, 046.  73 

2, 531, 668. 92 

1, 392.  71 

22, 292, 376. 58 

Greece. 

Guatemala 

Guinea 

Guyana... 

Honduras. 

Hong  Kong 

Hungary 

Iceland 

O.  dollar 

Lempira 

H.  K.  dollar... 

Forint 

Krona...  . 

811.33 

812.50 

3, 202. 06 

2, 209. 37 

14,141.44 

India 

Rupee 

Indian  rupee.. 

260,422,396.01 
4, 353, 346. 49 

(Nepal, 

U.S.D.O.) 

Indonesia 

Iran 

Rupiah 

Rial 

20,883,167.15 

-251,207,153.60 

-127.61 

61,956,290.13 
-264,856,667.00 
-229,097,382.00 

172,079.32 

-3,349,428.71 

-357. 15 

20, 652, 096. 71 

-423, 770.  50 

-931, 290. 17 

124, 650. 67 
5, 817, 787. 56 

Ireland  ..  . 

Pound 

Pound 

Lira 

C.F.A.  franc. 

1,706.50 

Israel 

15,621,345.72 

Italy 

12, 055,  600. 73 
933,987.77 

Ivory  Coast 

Footnotes  at  end  of  table. 
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Table  103. 


-Balances  of  foreign  currencies  acquired  by  the  United  States  ivitliout 
purchase  with  dollars,  June  30, 1967 — Continued 


Coun  try- 


Jamaica 

Japan  _ 

Jordan 

Kenya 

Korea 

Laos.. 

Lebanon 

Libya.. 

Malawi 

Malaysia 

Mali. 

Mexico. 

Morocco 

Nepal 

Netherlands.. 
New  Zealand. 

Nicaragua 

Nigeria 

Norway 

Pakistan 

Paraguay 

Peru 

Philippines... 

Poland 

Portugal 

Rumania 


Somali 

South  Africa. 

Spain 

Sudan 

Surinam 

Sweden.. 

Switzerland . . 
Syrian  Arab 

Republic. 

Thailand 

Trinidad 

Tunisia 

Turkey 

Uganda. 

United  Arab 

Republic. 
United 

Kingdom. 

Uruguay 

Venezuela 

Vietnam 

Yugoslavia... 
Zambia 


Total. 


Currency 


Pound. 

Yen 

Dinar. 

Shilling 

Won.... 

Kip. 

Pound 

Pound 

Pound. 

M.  dollar 

Franc 

Peso 

Dirham 

N.  rupee 

Guilder 

Pound 

Cordoba 

Pound 

Krone 

Rupee 

Guarani 

Sol 

Peso 

Zloty. 

Escudo. 

Lei- 

C.F.A  franc. 
S.  ShiUing... 

Rand 

Peseta 

Pound 

Florin 

Krona 

Franc 

Pound. 


In  Treasury  accomits 


Foreign 
currency 


Baht.. ., 

T.&T.  dollar. 

Dinar 

Lira, 

Shilling 

Pound.. 


Pound. 


Peso 

Bolivar. 
Piastre.. 
Dinar... 
Pound.. 


5, 238.  77 

9, 143, 323, 282.  00 

266,  794.  01 

-311, 139.  75 

-1,040,432,124.32 

-511,972.61 

-4, 084.  66 

1, 488, 853.  94 

-9,331.77 

-12,958.57 

-39, 894, 803. 00 

-32, 248.  50 

38,791,720.89 


Dollar 
equivalent 


-2,330,374.66 

-1,477.52 

-7,307.00 

-98. 20 

-61, 166.  79 

514,908,431.49 

-83, 871, 200. 00 

-99, 159, 515. 98 

-1,933,817.98 

11,367,716,745.63 

-286,  521. 04 


-351, 513, 622. 00 

395. 31 

-1, 136. 85 

-57,293,463.00 

-51, 527. 00 

-847.  50 

-8, 403. 04 

-60,423.87 

-6,313,347.67 

3, 486, 468.  69 

-1, 037. 10 

4, 837,  736.  55 

-151,203,322.11 

-275, 208. 35 

69, 186, 365. 19 

-590,746.21 

1, 163, 317. 41 

-44, 261. 75 

-1,509,209,464.70 

659,641,303.44 

-1,340.07 


.*14, 657. 98 

25, 398, 120.  23 

749, 000.  58 

-43, 723.  97 

-3, 896,  749.  53 

-2, 133. 22 

-1,276.46 

4, 153, 009.  59 

-26, 205. 49 

-4,251.50 

-81, 086.  99 

-2, 581. 95 

7, 698, 297. 45 


-647, 686. 12 

-4, 130.  63 

-1,043.86 

-274. 85 

-8, 587. 22 

107, 160, 963. 89 

-665, 644. 44 

-3, 699, 981. 94 

-494, 709. 12 

473, 654, 864. 40 

-9,983.31 


-1,428,917.16 

55.68 

-1,591.56 

-955, 209. 46 

-278, 577. 18 

-453. 45 

-1,631.66 

-14,009.71 

-1,517,631.65 

169, 492. 88 

-605. 78 

9, 285, 482. 81 

-16,800,369.13 

-38, 674.  59 

124, 525, 495. 30 

-1, 651, 513. 00 

13, 144. 82 

-9, 857. 85 

-18,865,118.31 

62, 771, 304. 27 

-3,  769.  53 


In  Agency  accounts 


11,441,904.541.83 


Foreign 
currency 


1,443 
1,431 


373 


359, 

646, 

108, 

13, 


351, 


109, 
2, 


27, 


531. 93 

,  750, 032. 00 

911,550.11 

311, 139.  75 

316,101.92 

882, 864. 12 

4, 084.  66 

15,488.51 

9, 331.  77 

12, 958.  57 

575, 628. 00 

32, 248. 50 

679, 566. 08 

6, 916. 75 

330,  748.  78 

1,477.52 

7,307.00 

11, 659. 68 

61, 166. 79 

157, 182.  60 

410, 619. 76 

323, 084. 49 

180,621.03 

92, 862. 08 

287, 197.  54 

3, 676.  56 

513, 622. 00 

502, 983. 61 

1,136.85 

685, 679.  67 

989,466.15 

847.  50 

56, 853. 04 

60, 423. 87 

293, 347. 67 


18, 562, 960. 25 

1,037.10 

6, 060, 127. 66 

209, 766, 421. 20 

276, 208. 35 

62, 490, 640. 62 

937, 279. 15 

405, 468. 39 

44  261. 75 

2, 746, 064,' 778.' 86 

393,419,011.07 

1, 340.  07 


Dollar 
equivalent 


$1. 488. 36 

18, 750. 09 

2,669,096.35 

43, 723. 97 

5, 405, 678. 29 

5, 966, 178. 60 

1,276.46 

43, 203. 67 

26, 206. 49 

4, 251. 60 

759,300.05 

2, 581. 95 

13, 629, 602. 31 

913. 10 

647, 790. 10 

4, 130. 63 

1,043.86 

32, 632. 49 

8, 587. 22 

74, 746, 652. 06 

5,122,306.60 

4, 041, 906. 14 

3,371,865.19 

3, 868. 84 

10, 006. 88 

309. 47 

1, 428, 917. 17 

70,842.76 

1, 591. 66 

1, 827, 037. 00 

8,  757, 475. 15 

453. 45 

11,039.43 

14, 009. 71 

6,  660, 900. 88 

901, 942.  64 

605.  78 

9, 712, 339. 09 

23, 306, 269. 02 

38, 674.  59 

112,474,154.99 

2, 620, 293. 96 

4 


34, 325, 

31, 473, 

3, 


581. 66 
857.  85 
809.  74 
520.88 
769. 53 


'  736, 647, 789. 88 


•  For  the  purpose  of  providing  a  common  denominator,  the  currencies  of  94  foreign  countries  are  herein 
stated  in  U.S.  dollar  equivalents.  It  should  not  be  assumed  that  dollars  in  amounts  equal  to  the  balances 
shown  are  actually  available. 
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Table  110. — Borrowing  authority  and  outstanding  issues  of  Government  corporations 
and  other  business-type  activities  whose  securities  are  issued  to  the  Secretary  of  the 
Treasury,  June  30,  1967 

[In  millions  of  dollars.  On  basis  of  daily  Treasury  statements] 


Corporation  or  activity  ' 


Outstand-      Unused 
Borrowing   ing  securi-    borrowing 
autliority  ties  lield  by  autliority 

Treasury 


663 

598 
<285 

62 

3,  17.'i 
500 
600 
50 

1,000 

78 

15 
6  150 

28 

1,927 

1 

1,959 
93 
36 
12 

71 


100 

22 

1,730 

1 


1 


199 


4,403 
6,000 
3,000 
1,000 


Agency  for  International  Development: 

Mutual  defense  program— economic  assistance 620  620 

Foreign  investment  guaranty  fund 199    

India  emergency  food  aid 23  23 

Loan  to  Spain. 20  20 

Commodity  Credit  Corporation 14,500  10,097 

Export-Import  Bani:  of  Wasliington 6,000 

Federal  Deposit  Insurance  Corporation 3,000    -.. 

Federal  home  loan  banks 1,000 

Federal  Housing  Administration,  general  insurance  fund 2  25  25 

Federal  National  Mortgage  Association: 

Management  and  liquidating  functions. 802  775 

Secondary  market  operations 2,250    

Special  assistance  functions. _ 3,  820  554 

Federal  Savings  and  Loan  Insurance  Corporation 750    

Panama  Canal  Company. 10    

Public  Housing  programs 1, 500    

Rural  Electrification  Administration. 5,  699  4,  518 

Saint  Lawrence  Seaway  Development  Corporation 140  125 

Secretary  of  Agriculture,  Farmers  Home  Administration: 

Rural  housing  direct  loan  account 

D  irect  loan  account 

Agricultural  credit  insurance  fund 

Secretary  of  Commerce: 

Maritime  Administration,  Federal  ship  mortgage  insurance  fund. . 
Secretary  of  Housing  and  Urban  Development: 

College  housing  loans. 

Flood  insurance 

Publ  ic  facility  loans 

Urban  mass  transportation  fund 

Urban  renewal  fund 

Secretary  of  the  Interior: 

Bureau  of  Mines,  helium  fund 

Sniitlisonian  Institution: 

John  F.  Kennedy  Center  parking  facilities 

Tennessee  Valley  Authority 

U.S.  Information  Agency,  informational  media  guaranties  fund..:... 

Veterans'  Administration  (veterans'  direct  loan  program) 

Virgin  Islands  Corporation 

Defense  Production  Act  of  1950,  as  amended: 

General  Services  Administration. 

Secretary  of  Agriculture 

Secretary  of  the  Interior,  Defense  Minerals  Exploration  Admin 

Unallocated 

District  of  Columbia  Commissioners,  stadium  sinking  fund,  Armory 

Board,  District  of  Columbia. 

Total 51,529 


27 

3  2, 250 

3,266 

750 

10 

1,500 

1,181 

15 


663    

598 

153  131 

2     

2,066  1,109 
500 

203  397 
50 

400  600 

64  14 


15 
50 

6 
197 


(•) 


24,  611 


'Less  than  $500,000. 

1  Excludes  autliorizations  to  borrow  from  the  public;  also  excludes  autliorizations  to  expend  from  public 
debt  receipts  for  subscriptions  to  capital  stock  of  the  following  agencies:  International  Baiik  for  Recon- 
struction and  Development,  $6,350  million;  International  Monetary  Fund,  $2,325  million;  International 
Finance  Corporation,  $35  million;  and  certain  Government  corporations,  $1,317  million.  In  addition,  tlie 
authorized  credit  to  the  ITnited  Kingdom,  of  which  $3,089  million  is  outstanding  lias  been  excluded. 

2  Funds  may  be  borrowed  as  needed  pursuant  to  an  act  approved  Aug.  10,  1965  (12  U.S.C.  1735d). 

'  The  balance  shown  represents  unused  portion  of  authorization  to  expend  from  public  debt  receipts 
available  for  loans  to  tlie  secondary  market  operations  fund  witliout  further  action  by  Congress.  Because 
of  the  borrowing  and  capital  structure  of  the  fund,  tlie  maximum  it  could  borrow  from  the  Treasury  without 
adjusting  its  other  borrowing  or  its  capital  structure  as  of  June  30,  1967,  would  be  as  follows:  Borrowing 
authorized  (15  times  capital  plus  surplus),  $7,838  million;  less  securities  outstanding,  $4,079  million;  unused 
balance  of  borrowing  authorized,  $3,7.58  million. 

<  Represents  amount  due  Treasury  and  net  amount  obligated  less  unexpended  fund  balance.  Authority 
to  borrow  from  the  Treasury  is  inderuiite  in  amount.  Funds  may  be  borrowed  as  needed  to  carry  out  pro- 
visions of  an  act  approved  Aug.  8,  1961  (7  U.S.C.  1929(c)). 

'  Authority  to  borrow  from  the  Treasury  is  indefinite  in  amount.  Funds  may  be  borrowed  as  needed  to 
purchase  insured  defaulted  mortgages  as  provided  by  acts  of  Congress. 

'  Represents  amount  of  interim  securities  outstanding  which  may  be  issued  to  the  Secretary  of  the  Treas- 
ury under  specified  conditions  as  provided  by  an  act  approved  Aug.  6,  1959  (16  U.S.C.  831n-4(c)). 

'  Funds  may  be  borrowed  from  the  Secretary  of  the  Treasury  under  certain  conditions  as  provided  by  an 
act  approved  July  28, 1958  (2  D.C.  Code  1727). 
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Table  111. — Description  of  securities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  SO,  1967 
[On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


Title  and  authorizing  act 


Date  of  issue       Date  payable  ' 


Rate  of 
interest 


Principal 
amount 


Agency  for  International  Development: 

Act  of  Apr.  3,  1948,  as  amended: 

Noteof  Administrator  (EGA) May  26,  1951----    June  30,  1977.  - - 

Notes  of  Administrator  (EGA) Various  dates.  .    June  30,  1984. . - 

Act  of  June  15  1951' 

Notes  of  Director  (MSA) Feb.  6,  1952 Dec.  31,  1986... 

Total 


Percent 
V/s 
VA 


$19,  796, 431.  77 
619,  692,  699.  95 

22, 995, 512.  59 

662, 484,  644.  31 


Gommodity  Gredit  Gorporation,  act  of 
Mar.  8,  1938,  as  amended: 

Note,  1967 Oct.  1,  1966... 

Notes,  1967 do 

Notes,  1967 do 

Notes,  1967 do 

Notes,  1967 do.. .- 

Notes,  1967 do 

Notes,  1967 do 

Notes,  1967 do 

Notes,  1967 Various  dates. 


Oct.  1,  1967 

None 

i,  041, 903, 559.  GO 

—do 

4 

212, 000, 000.  00 

—do 

m 

138, 000,  000.  00 

..-.do 

i-^i 

60, 000,  000.  00 

...-do 

iVs 

165, 000,  000. 00 

—do 

m 

138, 000,  000.  00 

—do 

5V8 

158, 000, 000.  00 

—  -do 

5V2 

487,  000, 000.  00 

—do 

5H 

4,  697, 000,  000. 00 

Total 10,096,903,559.00 


Federal  Housing  Administration: 
General  insurance  fund,  act  of  Aug.  10, 
1965: 

Note Jan.  25,  1966... 

Note do 


Jan.  24,  1981..- 
.--do 


Total. 


Federal  National  Mortgage  Association, 
act  of  Aug.  2,  1954,  as  amended: 
Management  and  liquidating  fmictions: 

Notes,  Series  G Various  dates. 

Note,  Series  G July  1,  1962. _- 

Note,   Series  G July  1,  1965.-. 

Note,  Series  G Apr.  3,  1967-.. 

Notes,  Series  G Various  dates- 


July  1,  1967. 

...-do 

July  1,  1970. 
July  1,  1971. 
....do 


Subtotal. 


Special  assistance  functions: 

Notes,  Series  D Various  dates. 

Notes,  Series  D do 

Note,  Series  D July  1,  1963.- 

Note,  Series  D,  subseries  BMR July  1,  1966... 

Notes,  Series  D,  subseries  BMR Various  dates. 

Note,  Series  D Apr.  3,  1967-.. 

Notes,  Series  D Various  dates. 

Note,  Series  D Jan.  31,  1967... 


July  1,  1967--. 

....do 

July  1,  1968— 
July  1,  1971--. 
Various  dates. 
July  1,  1971.-. 

-.-do 

.--.do 


Subtotal. 


Total  Federal  National  Mortgage 
Association 


Rural  Electrication  Administration,  act 
of  May  20,  1936,  as  amended: 

Notes  of  Administrator Various  dates. 

St.  Lawrence  Seaway  Development  Gor- 
poration, act  of  May  13,  1954,  as 
amended: 

Revenue  bonds Various  dates. 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do -. 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds do 

Revenue  bonds Apr.  13,  1966.. 

Total 


Various  dates. 


Various  dates. 

....do 

....do 

.-.-do 

...-do 

...-do 

...-do 

....do 

.-.-do 

...-do 

-—do 

-.-do 

—do 

Dec.  31,2004.. 
Dec.  31,2006.. 
—do 


414 
5 


31^ 

41/s 
43^ 


iVs 


3J4 

■33/8 

31/^ 

m 
4 

4V^ 

4?8 

45i 
V4 


10, 000,  000.  00 
15, 000,  OOP.  00 

25,  000,  000.  00 


28, 020, 000.  00 
270, 180, 000.  00 
364,  650, 000. 00 
67, 520,  000.  00 
44,  670,  000.  00 

775,  040, 000.  00 


35, 820, 
152, 900, 
252, 530, 
8, 320, 
4,  570, 
22, 814, 
66, 590, 
10, 370, 


000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000. 00 


553, 914, 000.  00 


1,328,954,000.00 


4,  518, 086, 274. 97 


3,  000, 

7, 300, 

8, 200, 

24,  600, 

15, 900, 

9, 900, 

31, 100, 

4, 600, 

2, 500, 

6,600, 

5, 276, 

700, 

1, 600, 

3,500, 

200, 

100, 


000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
050.  53 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 


125, 076, 050. 53 


Footnotes  at  end  of  table. 
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Table  111. — Description  of  secui-ilies  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  30,  1967 — Continued 


Title  and  authorizing  act 


Date  of  issue       Date  payable  '       Rate  of        Principal 
interest         amount 


Secretary  of  Agriculture,  Farmers  Home 
Administration: 
Rural  housing  direct  loan  account,  act 
of  July  15, 1949,  as  amended: 

Notes July  1,  1966 Tulv  1,  1967... 

Notes June  15,  1961  ...    Juiie  30,  1993. 

Notes Various  dates  . .    Various  dates 

Notes do do 

Notes do... _..do-. 

Notes do do. 


Percent 

3.225 
3?4 

3-^ 
4 

AM. 
4W 


Subtotal. 


Direct  loan  account,  acts  of  Julv  8,  1959, 
June  29,  1960,  and  June  30,  1961: 

Note.. .Tune  .30,  1964.. 

Note June  30,  1965.. 

Note June  30,  1966.. 

Subtotal 


June  30,  1969. 
Jnne  30,  1970. 
June  30,  1971. 


4 

4W 
4;i 


Agricultural  credit  insurance  fund,  act 
of  Aug.  14,  1946,  as  amended: 

Note - _ Juiie30,  1963.. 

Notes.. Various  dates. 

Notes.- .do - . 

Notes do 

Notes _ do. --. 

Notes do 

Notes do 

Notes do 


Subtotal 

Total  Secretary  of  Agriculture - 


June  30,  1968. 

..._do 

....do 

.Tune  30,  1969. 
June  30, 1970. 

....do 

June  30,  1971 . 
....do 


3^^ 
3% 
37^ 
4 

4W 

45^ 


Secretary  of  Commerce,   Maritime  Ad- 
ministration: 
Federal  ship  mortgage  insurance  fund, 
act  of  July  15, 1958: 
Note Mar.  18,1963.. 

Secretary  of  Housing  and  Urban  Develop- 
ment: 
College  housing  loans,  act  of  Apr.  20, 
1950,  as  amended: 

Note,  Series  CH Dec.  31, 1966... 

Note,  Series  CH Junel,  1967... 


Mar.  18,1968- 


Jan.  1.1968... 
Nov.  1, 1980-- 


35^ 


$107,710,000.00 

15,  000,  000.  00 

120,717.972.54 

220,  000,  000.  00 

135,000,000.00 

65,  000.  000. 00 

663,  427. 972.  54 


4, 963. 355.  49 
266,996,251.85 
326,  000,  000.  00 

597, 959, 607. 34 


2, 060,  000.  00 
775, 000.  00 
17,075,000.00 
20, 375,  000.  00 
41,530,000.00 
15,  240,  000.  00 
23,  530,  000. 00 
32, 855,  000. 00 

153.440.000.00 

1,414,827,579.88 


1,650,000.00 


2%  500,  000,  000.  00 

2.968      1,566,212.000.00 


Subtotal 2,066,212,000.00 


Public  facility  loans,  act  of  Aug.  11, 
1955: 
Note,  Series  PF _. May  1,1967.. 

Urban  renewal  fund,  act  of  July  15, 1949, 
as  amended: 
Note,  Series  URA Dec.  31,1966.. 

Total    Secretary   of   Housing   and 
Urban  Development 


June  1, 1978. 


ZMo  203.358.000.00 


,Tuly  1,  1967- 


4M  400, 000,  000. 00 


2. 669,  570,  000. 00 


Secretary  of  the  Interior: 
Bureau  of  Mines: 
Helium  fund,  act  of  Sept.  13,  1960: 

Notes Various  dates.. 

Notes _.do 

Notes. Dec.  28,  1965... 

Notes Various  dates.. 

Notes do 

Notes do 

Notes do 


Sept.  13,1985... 

4^ 

20,500,000.00 

....do 

4W 

9,  000. 000. 00 

....do.. 

AH 

2. 000.  000.  00 

....do... 

AVi 

10,  500,  000.  00 

....do 

AH 

8,  000,  000.  00 

....do 

AH 

4, 000,  oon.  00 

....do 

Ali 

10,  200,  000.  00 

Total. 


64.  200,  000. 00 


Footnotes  at  end  of  table. 


TABLES 


771 


Table  111. — Description  of  securities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  SO,  1967 — Continued 


Title  and  authorizing  act 


Date  of  issue       Date  payable  ' 


Rate  of 
interest 


Principal 
amount 


Tennessee  Valley  Authority,  act  of  Aug.  Percent 
6, 1959: 

Advances... Various  dates..    Various  dates..  ^% 

U.S.  Information  Agency: 
InfoiTaational  media  guaranties  fund, 
act  of  Apr.  3,  1948,  as  amended: 

Noteof  Administrator  (EGA). Oct.  27, 1948—.    June  30, 1986-..  1% 

Noteof  Administrator  (EGA) do do.. 2 

Noteof  Administrator  (EGA).-- do do— 2% 

Noteof  Administrator  (EGA) Jan.  24, 1949 dO-- 2i^ 

Noteof  Administrator  (EGA) dO-- do 2% 

Noteof  Administrator  (EGA) do— dO--- 2M 

Noteof  Administrator  (EGA) do do 2% 

Noteof  Administrator  (EGA) do do... 3 

Noteof  Administrator  (EGA).. do do ZM 

Noteof  Administrator  (EGA)--- do do ZM 

Noteof  Administrator  (EGA)--- dO- do... 3% 

Note  of  Administrator  (EGA).. do do 3^ 

Note  of  Administrator  (EGA)- ..do do Z% 

Notesof  Administrator  (EGA) Various  dates . .    Various  dates..  3J^ 

Notes  of  Administrator  (EGA)-.. do. do... 4 

Notesof  Administrator  (EGA) Aug.  12, 1959-..    June  30, 1989.-.  4J^ 

Total. 


$100, 000, 000.  00 


1,410,000.00 
1,305,000.00 
2, 272,  610. 67 

775, 000. 00 
75, 000. 00 

302, 389.  33 
1,865,000.00 
1, 100, 000. 00 

510, 000. 00 
3, 431, 548.  00 

495, 000. 00 

220, 000. 00 
2, 625, 960. 00 
3,451,000.00 
1, 234, 332.  67 

983, 300. 00 

22, 056, 140. 67 


Veterans'  Administration  (veterans'  direct 

loan  program),  act  of  Apr.  20, 1950,  as 

amended: 

Agreements Various  dates. 

Agreements... ..do 

Agreements... do... 

Agreements do 

Agreement-. Dec.  31, 1956.. 

Agreements. Mar.  29, 1957.. 

Agreement June  28, 1957-- 

Agreement.. Apr.  7,  1958.-- 

Agreement Oct.  6, 1958... 

Agreements Various  dates. 

Agreements- .do 

Agreements .do 

Agreements do- 

Agreements do. 

Agreements do--- 

Agreement- Feb.  5, 1960-. 


Indefinite- 

do-— 

do-— 

do.-.. 

do.... 

do.... 

do.-. 

do.-. 

do.... 

do.... 

do.... 

do.... 

do.... 

do-.- 

do.... 

do.... 


2M. 

88,342,741.00 

2% 

53,032,393.00 

m 

102, 845, 334. 00 

3 

118, 763, 868. 00 

z% 

49, 736, 333. 00 

m 

49, 768, 442. 00 

■i\^ 

49, 838, 707. 00 

31/, 

49, 571, 200. 00 

3^8 

48,855,090.00 

Z% 

99,889,310.00 

m 

392, 344, 555. 00 

4 

110,000,000.00 

4Vs 

287,793,564.07 

414 

109,387,321.00 

4V^ 

99,909,137.93 

^% 

20,000,000.00 

Total 1,730,077,996.00 


ZH 
Z% 
4 

4H 


Virgin  Islands  Corporation,  act  of  Sept.  2, 
1958,  as  amended: 

Notes.. Various  dates..  Various  dates. 

Notes.. .do ...do... 

Notes do do. 

Note. Sept.  30,  1959...  Sept.  30,  1979.. 

Note... Oct.  15, 1959....  Oct.  15, 1979... 

Note.. Feb.  24, 1960...  Feb.  24, 1980.. 

Total 

Defense    Production    Act    of    1950,    as 
amended: 
General  Services  Administration: 

Notes  of  Administrator,  Series  D Various  dates..    Various  dates.-  Z^ 

Notes  of  Administrator,  Series  D dO-- do Z% 

Notes  of  Administrator,  Series  D do ...dO- ZH 

Notes  of  Administrator,  Series  D dO-. .do--- 3J^ 

Notes  of  Administrator,  Series  D do do 4 

Notesof  Administrator,  Series  D... .do do iys 


450, 000. 00 
110, 000. 00 
631, 100. 00 

10, 000. 00 
500. 00 

23, 400. 00 


1,225,000.00 


145, 000, 000. 00 
259, 000, 000. 00 
105, 000, 000. 00 
85, 000, 000.  00 
810, 700, 000. 00 
332, 000, 000. 00 

Subtotal 1,736,700,000.00 


Secretary  of  Agriculture: 

Note.. July  1, 1962_ 

Note— July  1, 1963. 

Note July  1, 1964- 

Note— July  1,  1965. 


.July  1, 1967- 
July  1,  1968- 
July  1, 1969. 
July  1,1970. 


35/g 
3M 
4 
4H 


Subtotal. 


12, 774, 236. 86 
2,540,931.33 

62,259,621.82 
1,031,008.80 

78,  605, 798. 81 


Footnotes  at  end  of  table. 
277-468—68 51 
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Table  111. — Description  of  securities  of  Oovernment  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  SO,  1967 — Continued 


Title  and  authorizing  act 


Date  of  issue       Date  payable  >       Rate  of       Principal 
interest         amount 


Defense    Production    Act    of    1950,    as 
amended— Continued 
Secretary  of  the  Interior,  Defense  Min- 
erals Exploration  Administration: 

Notes Various  dates..  Various  date^.. 

Notes Aug.  12,  1957. _.  July  1,  1967 

Note Oct.  11,  1957.. -do 

Note Jan.  17,  1958.. __  do 

Note July  1,  1965 do. 


Note. 


July  1,  1966 July  1,  1968. 


Percevi 


4 

5 


Subtotal - 


Total  Defense  Production  Act  of 
1950,  as  amended 


$2, 000, 000. 00 

1,000,000.0;) 

1,000,000.00 

1,000,000.00 

4, 000, 000. 00 

26,  000, 000. 00 

35,000,000.00 


1,850.305,798.81 


District  of  Columbia  Commissioners: 
Stadium  sinking  fund,  Armory  Board, 
D.G.,    act   of   Sept.    7,    1957,   as 
amended: 
Note Dec.  1, 1966... 

Note June  1, 1967... 

Total.- 

Total  securities  ' 


.    When  funds  are 

5H 

415,800.00 

available. 

_    .__.do 

4 

340,800.00 

756, 600. 00 


24,611,173,644.17 


•  Securities  may  be  redeemed  at  any  time. 

2  Tliese  securities  were  issued  to  the  Treasury  in  exchange  for  advances  by  the  Treasury  from  public 
debt  receipts  under  congressional  autliorization  for  specified  Govenunent  corporations  and  business-type 
activities  to  borrow  from  the  Treasury. 


TABLES  773 

financial  condition  of  Governmei 
ype  activities,  June  30,  1967 

llii  IhousaiKls  of  dollars.  On  biisis  of  reports  received  from  activities] 


Table  112.— Summanj  statements  of  financial  condition  of  Government  corporations 
and  other  busmess-type  activities,  June  30,  1967 


Administrative  budget  funds  Trust  funds 


^^°°""^                                      Public  Intragov-  General  Trust  Govern- 

enterpnse  ermnental  and  special  revolving  ment- 

'"l^^^'r^  '7°^^"'^  ^"^"^^  funds  sponsored 

funds            funds  enterprises 


Assets 

Cash  in  banks,  on  hand,  and  in  transit 228  079  <>  609  -^  is^  -tk  oo  ,r^ 

irestme™^"''"''''-'-'^''"''^^'-^  ''''^'^^^  ^,774,861  6.662;283  115,157  ^  J28 

Public  debt  securities  (par  value) _ 2,656,556 2  200  579  089  7  48s  dva 

Securities  of  Government  enterprises  77  913  o/y,u»y  7,488,474 

Unamortized  premium,  or  discount  (-).  -lo',045  WW -WWih    ^o"q«q 

Other  securities -'86  448  '"  '7"^-n'o7o  Jw  J:^,  -52,963 

Advances  to  contractors  and  agents:                                         7,5<0,278  66,643  25,730 

Government  agencies 17,  368  25.  531  14  8''9  54 

Accc^ll^aWnotesreceivable: -  '''''*'  ''-'''  ^o!  192  252,765  V:::::/. 

nT®T"f;^*'^S«'^«i'*S-- 340,752  1,095,519  148,986  67  248  (*^ 

Other  (net) ._ .,  1,239,429  110,935  1,322  043  19  159  ^  \  n-<i 

Inventories...    2,976,741  8,372  597  6118506  665  '^\\ 

Allowance  for  losses  (-) —569  841  -13)  "•^^'''^""  too  113 

Accrued  interest  receivable:  '  "    "  " 

On  public  debt  securities _ 17  l'>2  in  >;  n<;>;  aa  ncr 

On  securities  of  Government  enterprises.  1,245             583^65  44,225 

LoaS^^e'ceiVabie:" " -  ^^^'"^^  --:::::  55i;467  ""  "21,"407  "'""126,924 

Government  agencies 48  500 

Other:  U.S.  doUarloans.... V\  I8,905,'l33  .        ..''  ioi25"479  "4"fii7"7Qn  qiJ'^a? 

Foreign  currency  loans i;098,261  4  116  86^  4,617, /90  9,148,541 

.          Allowance  for  losses  (-) -403,649    ::'""  -9i' 8"i  "-14978^    is'iii 

Acquired  security  or  collateral  (net).. 1,089  853  'H8  Q  fin?  ~"    '  «iJ 

Land,  structures  and  equipment 6,503,481  690:542  9  295  947  117  fim  19  fi99 

Foret™r^lc^4'^^"^'^^^°"^-^ -''''''Z  -'''''''  '''W.  "^^  ^^ 

Other  assets  (net) 888,238  ""446,936      3,605:225  """31,"539  """"25,945 

Total  assets..... _ 2  43,  703, 143  13,352,624  2  47,325,090  5,745,021  16,949,849 

Liabilities 

Accounts  payable: 

Govermnent  agencies. 

Other.... ;;: 

Accrued  liabilities: 

Government  agencies. 

Other ._.:.""" 

Advances  from: 

Government  agencies. 

Other.... .'.".".'.".'"" 

Trust  and  deposit  liabilities: 

Govermnent  agencies. 

Other ;. 

Bonds,  debentures,  and  notes  payable: 

Govermnent  agencies 

Other:  Guaranteed     by     the     United 

States 

Not  guaranteed  by  the  United 

Other  liabihtils'&udingVeserves):::::;::        4,82[:654    ""i5§:847    "2:654:480      V^im       ''^934 

Total  liabilities J^106,020      4,214,563      3,819,244      6,249,261      11,417,867 

Footnotes  at  end  of  table. 


178,  263 
672,  778 

558,  063 
961, 901 

237,  041 
703,  729 

18 
74, 526 

13,324 
23, 472 

597,  595 
172,  489 

1,294 
265,  754 

14,  802 
165,  517 

3,656 
38, 900 

16 
155,  787 

5 
39,  225 

1, 965,  201  . 
6,110 

1,906 

487 

i  : 

31,341 
12, 332 

583,  649 

127, 254 

118,  362 
46, 326 

117 
1,926,863 

81,413 

2,165 

4,450 

414,  483 

. 
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Table  112. — Summary  statements  of  financial  condition  of  Government  corporations 
and  other  business-type  activities,  June  30,  1967 — Continued 

[In  thousands  of  dollars] 


Account 


Administrative  budget  funds 


Public  Intragov- 

enterprise  ernmental 

revolving  revolving 

funds  funds 


General 

and 
special 
funds 


Trust  funds 


Trust  Govern- 

revolving         ment- 
funds        sponsored 
enterprises 


Net  Investment 

U.S.  interest: 

Interest-bearing  investment: 

Capital  stock 

Borrowings  fi'om  the  U.S.  Treasury 
Other 

Noninterest-bearing  investment: 

Capital  stock 

Appropriations 20,  742, 128 

Capitalization  of  assets  (net) 2, 179, 431 

Other 7,394, 120 

Accumulated  net  income,  or  deficit  (— ).  —11, 135,  207 

Deposits  of  general  and  special  fund  rev- 
enues (-) -692,948 


100,000 

14,882,225     5,180,571 

1,086,373     


1, 041, 000 


681,602    33,954,634 

458, 070      2,  523, 433 

7,848,808    10,057,028 

149,581  -4,730,340 


141, 820 


-3, 479, 479 


Trust  and  private  interest: 

Principal  of  fund 

Capital  stock. 


138, 439 

122, 847 


Accumulated  net  income,  or  deficit  (—) —955,876 


154,  792 


48,  530        3, 421, 352 


Total  U.S.  interest 35,597,123      9,138,062    43,505,846  190,350        3,576,144 


1,  604,  723 
351, 116 


Total  trust  and  private  interest -694,690       1,955,839 


Total  UabUities  and  investment 43,703,143    13,352,624    47,325,090      5,745,021      16,949,849 


•Less  than  $500. 

1  Consist  mainly  of  unexpended  balances  of  general,  special,  and  revolving  fund  accounts  against  which 
checks  may  be  drawn  to  pay  proper  charges  under  these  funds.  The  funds  are  considered  assets  of  the 
agencies,  but  not  of  the  U.S.  Government  since  funds  must  be  provided  out  of  cash  balances  of  the  Treas- 
urer of  the  United  States  and  future  receipts  to  take  care  of  checks  to  be  issued  against  the  balances. 

2  Includes  foreign  currency  assets,  representing  loans  and  other  receivables  recoverable  in  foreign  currencies 
in  U.S.  depositaries,  aggregating  $5,814  million  in  dollar  equivalent.  These  currencies,  acquired  primarily 
without  dollar  payments,  were  generated  under  various  Government  programs,  but  principally  the 
Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended,  and  the  Mutual  Secm'ity  Acts, 
as  amended.  Dollar  equivalents  are  computed  for  reporting  purposes  to  provide  a  common  denominator 
for  the  currencies  of  the  many  countries  involved.  Foreign  currencies  on  hand  and  on  deposit  and  loans 
under  section  104(e)  of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended,  are 
stated  at  the  rates  as  of  June  30,  1967,  at  which  the  United  States  could  purchase  currencies  on  the  market 
for  regular  operating  purposes.  Other  loans  are  stated  at  the  rates  at  which  they  are  to  be  repaid  or  at  rates 
in  efloct  when  the  loans  were  extended.  Currencies  that  are  dollar  denominated  or  guaranteed  as  to  rate 
of  exchange  are  stated  at  rates  specified  in  the  agreements. 

Note. — Business-type  activities  reporting  pursuant  to  Department  Circular  No.  966,  issued  Jan.  30, 1956. 
Statements  of  financial  condition  by  type  of  fund,  department,  and  agency  are  published  quarterly  in  the 
monthly  Treasury  Bulletin. 
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Table  113. — Statement  of  loans  outstanding  of  Government  corporations  and  other 
business-type  activities,  June  SO,  1967 


[In  thousands  of  dollars] 

U.S.  dollar  loans 

Type  of  loan  and  lending  agency  ' 

Total 

Public 

enterprise 

revolving 

funds 

Certain 

other 

activities 

Foreign 
currency 
loans  2 

To  Aid  Agriculture 

Loans  to  cooperative  associations-. 
Economic  opportunity  loan  fund 

7,698 

127,  449 
4,  505,  792 

3  1,  503, 142 

901 
124,  336 

32,  792 

179, 297 

<  273, 455 

74,  758 

4  507,  005 

62, 315 

< 313, 470 

1,489 
38,  543 

7,698 
127,449 

Farmers  Home  Administration: 
Direct  loan  account 

Rural  Electrification  Administration 

4,  505,  792 

Crop,  livestock,  and  commodity  loans: 
Commodity  Credit  Corporation.. 

»  1,  503, 142 

901 
124, 336 

32,  792 

179,  297 

*  273, 455 

74,  758 

<  507, 005 

62, 315 

<  313, 470 

193 
38,  543 

Farmers  Home  Administration: 
Direct  loan  account 

Kmergpncy  crpriit  revolving  frind 

Storage  facility  and  equipment  loans: 
Commodity  Credit  Corporation. 

Farm  mortgage  loans: 
Farmers  Home  Administration: 
Agricultural  credit  insurance  fund 

Direct  loan  account.   

Rural  housing  insurance  fund 

Rural  housing  loans. 

Other  loans: 
Economic  opportunity  loan  fund: 
Loans  to  aid  farmers  and  rural  families.. 

Farmers  Home  Administration: 
Direct  loan  accoun t 

Rural  housing  and  other  loans 

1,296 

Senior  citizens'  rental  and  rural  housing  loans 

Total  to  aid  agriculture 

7,752,443 

3,245,355 

4, 507, 088 

To  Aid  Homeowners 

Mortgage  loans: 
Federal  Home  Loan  Bank  Board: 

Federal  Savings  and  Loan  Insurance  Corporation.. 

149,  208 

10, 873 
175, 838 

<  960,  737 

«  694, 419 

147 

154 

*  404,  595 

20,306 

39,643 

*  634, 475 

149, 208 

10, 873 
175,  838 

<  960,  737 

<  694, 419 

147 

154 

<  404, 595 

20,306 

39, 643 
*  634,475 

Housing  and  Urban  Development  Department: 
Federal  Housing  Administration: 

Community  rli5?posal  (^pprHtionS  fund 

Revolving  fundi. '. 

Federal  National  Mortgage  Association: 
Management  and  liquidating  functions 

Special  assistance  functions 

Low-rent  public  housing  program  fund 

Interior  Department: 
Bureau  of  Indian  Affairs: 
Liquidation  of  Hoonah  housing  project             .  . 

Veterans'  Administration: 
Direct  loans  to  veterans  and  reserves 

Loan  guaranty  revolving  fund                            

Other  loans: 
Veterans'  Administration: 
Direct  loans  to  veterans  and  reserves 

Loan  guaranty  revolving  fund 

Total  to  aid  homeowners. 

3,090,395 

3,090,395 

To  Aid  Industry 

Loans  to  railroads: 
Expansion  of  defense  production: 
Treasury  Department 

4,730 
30,  843 

4,571 

28,645 
70,883 

4,730 

Other  purposes: 

30,843 
4,571 

Treasury  Department: 
Reconstruction   Finance   Corporation  loans  in 
liquidation 

Ship  mortgage  loans: 
Commerce  Department: 

28,645 

Maritime  Administration 

70,883 

Footnotes  at  end  of  table. 
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Table  113. — Slaleinent  of  loans  outstanding  of  Government  corporations  and  other 
husiness-type  activities,  June  SO,  1967 — Continued 


[In  thousands  of  dollars] 

U.S.  dollar  loans 

Type  of  loan  and  lending  agency  ' 

Total 

Public 
enterprise 
revolving 

funds 

Certain 

other 

activities 

Foreign 

currency 

loans  2 

To  Aid  Industry— Continued 

Other  loans: 
Expansion  of  defense  production: 
Interior  Department                                            

4,978 
7,014 

6,370 

477 

8,659 

157, 018 
75 

5,200 

7.338 
2,267 

*  530, 477 

430 

22 

4,978 
7,014 

6,370 

477 
8,659 

157,018 
75 

5,200 
7,338 

Treasury  Department...  ..           

Defense  j)ro(luction  guarantees: 
Air  Force  Department 

Army  Department      .  .                 

Otlier  purposes: 
Commerce  Department: 
Economic  Development  Administration: 

Federal  shijt  mortgage  insurance  fund               

Housing  and  I'rban  Development  Department: 

Interior  Department: 
Bureau  of  CnninK^cial  Fisheries: 

2,267 

Small  Business  Administration: 

< 530, 477 

Treasury  Department: 

430 

22 

Reconstruction   Finance   Corporation  loans  in 

Total  to  aid  industry 

869,996 

760,980 

109,016 

To  Aid  Education 

Health,  Education,  and  Welfare  Department: 
Office  of  Education: 
Higher  education  facilities  loans  fund: 

»  129, 773 
6,987 

903,223 

67,325 

<  2, 012, 614 

8 129, 773 

6,987 

903,223 

67,325 

Loans    to    students    in    institutions    of    higher 

Public  Health  Service: 

Housing  and  Urban  Development  Dei)artment: 

<  2, 012, 614 

Total  to  aid  education                                       

3,119,922 

2,142,387 

977, 535 

To  Aid  States,  Territories,  etc. 

Commerce  Department: 
Economic  Development  Administration: 

34, 100 

52,228 

182 

280. 516 

67,437 

74, 127 

<  189. 133 

6,961 

128,037 

672 

in,  65H 

227 

180, 256 

34, 100 

General  Services  Administration: 

Public  Works  Administration  (in  liquidation) 

Health,  Education,  and  Welfare  Department: 

52,228 
182 

Housing  and  t'rban  Development  Department: 

280, 516 

67,437 

74, 127 

«  189. 133 

5,961 

Interior  Department: 

128,037 

672 
10, 658 

227 

180,256 

Oflico  of  Territories: 

Treasury  Department: 

1,023,533 

651,274 

372,259 

Footnotes  at  end  of  table. 
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Table  113. — Statement  of  loans  outstanding  of  Government  corporations  and  other 
business-type  activities,  June  30,  1967 — Continued 

[In  thousauds  of  dollars] 


Type  of  loan  and  lending  agency  ' 


U.S.  dollar  loans 


Total 


Public 
enterprise 
revolving 

funds 


Certain 

otlier 

activities 


Foreign 

currency 

loans  2 


FoEEiGN  Loans 

Foreign  military  sales  fund: 
Defense  Department 

Military  assistance  credit  sales: 

Defense  Department — 

Other  purposes: 
Agency  for  International  Development: 

Alliance  for  Progress,  development  loans... 

Development  loans 

Development  loan  fund  liquidation  account 

Loans  to  U.S.  firms  and  domestic  or  foreign  firms  in 
foreign  countries 

All  other  loans 

Commerce  Department: 

Maritime  Administration 

Export-Import  Bank  of  Washington: 

Regular  lending  activities 

Treasury  Department: 

Miscellaneous  loans  and  certain  other  assets 


42,  991 

757 


1,  216,  721 

2, 932, 582 

279, 517 


42,  991 


1,  216,  721 

2, 932, 582 

279,  517 


1,  706,  688 

1,314 

«  4, 151, 382 

7  3,447,407 


1,  706,  688 
1,314 


1, 098, 261 


156, 076 
3, 960,  788 


«  4, 151, 382 


'  3, 447, 407 


Total  foreign  loans 

Other  Loans 

General  Services  Administration: 

Surplus  property  credit  sales  and  liquidation  activi- 
ties  

Health,  Education,  and  Welfare  Department: 

Public  Health  Service 

Housing  and  Urban  Development  Department: 

Rehabilitation  loan  fund 

Low-rent  public  housing  program  fund. _ 

Housing  for  the  elderly  or  handicapped,  revolving 
fund _ 

Revolving  fund,  liquidating  programs 

Interior  Department: 

Bureau  of  Indian  Affairs: 

Loans  for  Indian  assistance 

Revolving  fund  for  loans... 

SmaU  Business  Administration: 

Disaster  loan  fund 

State  Department: 

Loans  to  United  Nations 

Treasury  Department: 

Miscellaneous  loans  and  certain  other  assets. 

Veterans'  Administration: 

Insurance  appropriations  policy  loans 

Service-disabled  veterans'  insurance  fund. 

Soldiers'  and  sailors'  civil  relief 

Veterans'  reopened  insurance  fund 

Veterans'  special  term  insurance  fund 

Vocational  rehabilitation  revolving  fund 


13,  779, 358 


8,  623, 193       5, 156, 165 


Total  other  loans. 


Total  loans  8 »30,252,056 


6,188 

11 

317 

9,991 


616, 410 


4,455 

5,776 
519 

5,776 
519 

224,  927 
3,949 

224, 927 
3,949 

7 

25,655 

25,  655 

114, 126 

<  114, 126 

96,  998 

39 

1.079 

6,188 

11 

317 

9,991 


391,  549 


122, 283 
4,455 


39 

1,079 


224, 861 


18,905,133    10  11,346,923 


5, 215, 125 


5, 215, 125 


Footnotes  on  next  page. 
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Footnotes  to  table  113. 

'  Includes  purchase  money  mortgages,  mortgages  purchased  from  insured  lending  institutions  to  prevent 
default,  and  similar  long-term  paper  held  by  the  agencies.  Prior  to  June  30,  1960,  these  assets  had  been 
classified  as  accounts  and  notes  receivable  or  other  assets.  This  table  excludes  interagency  loans  and  those 
made  by  deposit  and  trust  revolving  funds. 

2  The  dollar  equivalents  of  these  loans  are  computed  for  reporting  purposes  at  varying  rates.  Where  the 
loan  agreements  stipulate  a  dollar  denominated  figure,  the  loans  outstanding  are  generally  valued  at  the 
agreement  rates  of  exchange.  Loans  executed  in  units  of  foreign  currency  are  valued  at  the  market  rates 
(i.e.,  the  rates  of  exchange  at  which  the  Treasury  sells  such  currencies  to  Government  agencies). 

5  Certificates  of  interest  amounting  to  $1,021  million,  issued  against  certain  of  these  loans,  were  outstanding 
as  of  June  30, 1967. 

*  Has  been  reduced  by  participation  certificates  issued  under  trust  agreements  by  the  Federal  National 
Mortgage  Association,  participation  sales  fund  and  participation  sales  trust  fund.  The  face  amounts  of 
participation  certificates  outstanding  for  these  programs  as  of  June  30,  1967,  were: 

Agriculture  Department:  In  millions 

Farmers  Home  Administration: 

Direct  loan  account... $488 

Rural  housing  direct  loan  account.. 112 

Housing  and  Urban  Development  Department: 

College  housing  loans 600 

Public  facility  loans 80 

Federal  National  Mortgage  Association: 

Management  and  hquidating  functions 561 

Special  assistance  functions 914 

Veterans'  Administration: 

Direct  loans  to  veterans  and  reserves 871 

Loan  guaranty  revolving  fund 304 

Small  Business  Administration: 

Business  loan  and  investment  fund 622 

Disaster  loan  fund 178 

'  Participation  certificates  amounting  to  $100  million,  issued  against  certain  of  these  loans,  were  out- 
standing as  of  June  30,  1967. 

'  Participation  certificates  amounting  to  $2,164  million  (including  net  noncash  transactions  of  $18  million), 
issued  against  certain  of  these  loans,  were  outstanding  as  of  June  30, 1967. 

'  Represents  receivables  of  $5  million  from  Finland,  $13  million  from  Greece,  $340  mOlion  from  Japan, 
and  $3,089  million  from  the  United  Kingdom. 

'  Excludes  World  War  I  funded  and  unfunded  indebtedness  of  foreign  governments  and  World  War  II 
indebtedness  of  foreign  governments  involving  lend-lease  articles,  surplus  property  sales  agreements,  and 
certain  other  credits  shown  in  table  106. 

'  Does  not  include  foreign  currency  loans. 

i"  Includes  loans  in  the  amount  of  $1,221  million  excluded  from  table  112. 

Note. — The  "Treasury  Bulletin"  for  December  1967  contained  on  pp.  147-148,  a  table  by  years  beginning 
with  1958  showing  loans  outstanding  including  those  by  deposit  and  trust  revolving  funds.  Statistical 
statements  of  financial  condition  by  agencies  as  of  June  30,  1967,  were  pubhshed  in  the  same  issue.  State- 
ments of  income  and  expense,  and  somce  and  application  of  funds  by  agencies  as  of  June  30,  1967,  were 
published  in  the  "Treasury  Bulletin"  for  January  1968. 
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Table  114. — Dividends,  interest,  and  similar  earnings  received  by  the  Treasury 
from  Government  corporations  and  other  business-type  activities,  fiscal  years  1966 
and  1967 


Agency  and  nature  of  earnings 


Amounts 


Agency  for  International  Development: 

Development  loan  fund  liquidation  account,  earnings 

Mutual  defense  program — economic  assistance,  interest  on  borrow- 


mgs. 


Civil  Service  Commission,  investigations,  earnings 

Commerce  Department: 

Economic  Development  Assistance,  economic  development  re- 
volving fund,  interest  on  loans - .-- 

National  Bureau  of  Standards,  working  capital  fund,  earnings 

Maritime  Administration,  Federal  ship  mortgage  insurance  fund, 

interest  on  borrowings 

Commodity  Credit  Corporation: 

Interest  on  capital  stock 

Interest  on  borrowings 

Export-Import  Bank  of  Washington: 

Regular  activities: 

Dividends 

Interest  on  borrowings. 

Farm  Credit  Administration: 

Banks  for  cooperatives,  franchise  tax 

Federal  intermediate  credit  banks,  franchise  tax 

Farmers  Home  Administration: 

Rural  housing  direct  loan  account,  interest  on  borrowings. 

Direct  loan  account,  interest  on  bonowings 

Agricultural  credit  msurance  fund,  interest  on  borrowings 

Federal  Housing  Administration,  genei'al  insurance  fund,  interest  on 

borrowings 

Federal  National  Mortgage  Association: 

Management  and  Uquidating  functions: 
Interest  on  borrowings.. 

Secondary  market  operations: 

Dividends 

Interest  on  borrowings 

Special  assistance  functions,  mterest  on  borrowings 

Federal  Prison  Industries,  Inc.,  earnings 

General  Services  Administration: 

Buildings  management  fund,  earnings 

General  supply  fund,  earnings 

Working  capital  fund,  earnmgs 

Government  Printing  Office,  earnings 


$12,  608,  609. 05 

11, 567, 400.  25 
413. 49 


258, 538. 06 

198,  563. 13 

3, 750, 000. 00 
298, 292, 589. 81 


50, 000, 000. 00 
13, 774,  730.  07 

1,  738, 343. 58 
3, 092, 371. 34 

22,360,171.69 
17, 423, 388. 19 
6, 517, 948. 86 

192, 679. 56 


29,  671, 185. 11 

1, 890, 000.  00 
6, 021, 071. 67 
37,  760, 001. 06 
4, 000, 000. 00 

704, 171. 67 


22, 991. 56 
8, 104,  294. 35 


$11, 926, 808. 49 

12, 467, 474. 85 
2, 911. 35 


26, 853. 34 
493, 138. 31 

268,  736. 22 

4, 125, 000. 00 
328,  786,  605.  62 


50, 000, 000. 00 
6, 550, 335. 38 

1, 386, 134. 13 
3, 103, 396. 19 

21, 266, 414.  62 

16, 108, 361.  06 

7, 392, 054.  59 

1, 045, 108.  70 


33,  784,  622. 02 

5, 013, 009. 31 
11, 101, 389. 60 
28,  759,  606. 13 

4, 000,  000. 00 

1,  689, 524. 85 

8, 014, 580. 89 

77, 389. 25 

8, 141,  734. 18 
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Table  114. — Dividends,  interest,  and  similar  earnings  received  by  the  Treasury 
from  Government  corporations  and  other  business-lype  activities,  fiscal  years  1966 
and  1967 — Continued 


Agency  and  nature  of  earnings 


Amounts 


1966 


1967 


Interior  Department: 

Bureau  of  Commercial  Fisheries: 
Federal  ship  mortgage  insurance  fund,  fishing  vessels,  interest  on 
borrowings 

Bureau  of  Reclamation: 

Colorado  River  Dam  fund,  Boulder  Canyon  project,  interest 

Upper  Colorado  River  storage  project,  interest 

Virgin  Islands  Corporation: 

Interest  on  appropriations  and  paid-in  capital 

Interest  on  borrowings. 

Labor  Department: 

Farm  labor  supply  revolving  fund,  repayment  of  earnings 

Office  of  Economic  Opportunity: 

Economic  opportunity  loan  fund,  interest  on  appropriations 

Panama  Canal  Company,  interest  on  net  direct  investment  of  the 

Government.. _._ 

Rural  Electrification  Administration,  interest  on  borrowings 

St.  Lawrence  Seaway  Development  Corp.,  interest  on  borrowings... 
Secretary  of  Housing  and  Urban  Development: 

College  housing  loans,  interest  on   borrowings 

Public  facility  loans,  interest  on  borrowings 

Urban  renewal  fund,  interest  on  borrowings 

SmaU  Business  Administration,  interest  on  appropriations. 

Tennessee  Valley  Authority: 

Earnings 

Interest  on  borrowings 

Treasury  Department: 

Federal  Farm  Mortgage  Corp.  liquidation  fund,  dividends 

Veterans'  Administration: 

Canteen  service  revolving  fund,  profits 

Direct  loans  to  veterans  and  reserves,  interest  on  borrowings 

Rental,  maintenance,  and  repair  of  quarters,  profits 

Supply  f und ,  earnings 

Veterans'  reopened  insurance  fund,  earnings 

Defense  Production  Act  of  1950,  as  amended: 

General  Services  Administration,  interest  on  borrowings 

Secretary  of  Agriculture,  interest  on  borrowings 

Secretary  of  the  Interior  (Defense  Minerals  Exploration  Adminis- 
tration) ,  interest  on  borrowings 

District  of  Columbia  Commissioners,  stadium  sinking  fund.  Armory 

Board,  District  of  Columbia,  interest  on  bonowings.. 


Total. 


$421.  62 


2,  755,  030.  93 
5,  766, 110. 00 


160,  000. 00 
1, 299,  605.  22 


12, 179, 
81, 904, 
4,700, 

56, 517, 
6,  217, 
7,544, 

38,  924, 

43, 873, 
2,  761, 


227. 95 
375.  90 
000.00 

717. 30 
412.  20 
378.44 
720. 85 

083.93 
145. 26 


33, 115. 00 


895, 

33, 978, 

2, 


784.00 
149. 40 
654.00 


64, 892. 47 


13, 879, 
153, 


428, 
10, 


173. 38 
229. 17 


000.  00 
769. 50 


844, 046, 327. 90 


$20, 308. 39 

2,  644,  219. 46 
6, 899, 323. 00 

1, 198, 539. 91 
47, 868. 88 


2, 306, 436.  78 

11,444,949.41 

85,  928,  744. 64 

5, 100, 000. 00 

66, 321, 295.  76 

7,  259, 210.  76 

12,711,768.32 

48, 445, 572. 46 

47, 124, 972.  65 
3, 626, 390. 89 


105, 514.  00 

17, 505, 482. 84 

56.00 

109, 523. 44 


28,688,819.85 


2, 455,  624.  79 
10, 326. 10 


915, 486, 136. 41 
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TABLES  783 

Government  Losses  in  Shipment 

Table  116. — Government  losses  in  shipment  revolving  fund,  June  30,  1967 

[Established  July  8, 1937,  under  authority  of  the  Government  Losses  in  Shipment  Act,  as  amended  (5U.S.C. 

134-134h)] 

SECTION  I— STATUS  OF  FUND 

Cumulative        Fiscal  year        Cumulative 
Transactions  through  1967  through 

Tune  30,  1966  June  30,  1967 

Receipts: 

Appropriations $1,352,000.00         $265,000.00       $1,617,000.00 

Transferred  from  securities  trust  fund  pursuant  to 
5  U.S. C.  134b 91,803.13 91,803.13 

Transferred  from  the  account  "Unclaimed  partial  pay- 
ments on  U.S.  savings  bonds"  pursuant  to: 

Public  Law  85-354 50,000.00    50,000.00 

Public  Law  86-561 100,000.00    100,000.00 

Public  Law  87-575 525,000.00    525,000.00 

Recoveries  of  payments  for  losses 489,915.34  934.23  490,849.57 

Repayments  to  the  fund 3,924.32 3,924.32 

Total  receipts 2,612,642.79  265,934.23  2,878,577.02 


Expenditures: 

Payment  for  losses 2,567,653.02  58,352.00  2,626,005.02 

Other  payments  (refimds,  etc.) 92.57    92.57 

Total  expenditures 2,567,745.59  58,352.00  2,626,097.59 


Balance  in  fund 44,897.20  207,582.23  252,479.43 

Note.— This  statement  excludes  contingent  liabilities  for  pending  claims  against  the  fund  as  of  June  30 
1967,  totaling  $125,491.63. 

SECTION  II— AGREEMENTS  OF  INDEMNITY  ISSUED  BY  THE  TREASURY 

DEPARTMENT 

Agreements  of  indemnity  •  Number         Amount 

Issued  through  June  30,  1966 1,885       $3,703,032.86 

Issued  during  fiscal  year  1967 13  75,385.23 

Total  issued 1,898         3,778,418.09 

Canceled  through  June  30,  1967 32         1,056,192.03 


In  forceasof  June  30,  1967 1,866  2,722,226.06 

•  The  Government  has  not  sustained  any  actual  monetary  loss  in  connection  with  its  liability  under 
these  agreements  of  indemnity. 

SECTION  III— CLAIMS  MADE  AND  SETTLED 

Claims                                                             Number  Amount 

Through  June  30,  1966 7,787  $9,063,558.57 

During  fiscal  year  1967  and  processed  by: 

Bureau  of  Accounts... 166  177, 174.  63 

Bureau  of  the  Public  Debt 106  53,  759. 91 


Total  claims  received  through  June 30, 1967 8,059        9,294,493.11 


Settled: 

Through  June  30,  1966 7, 763         9,  055, 109. 38 

During  fiscal  year  1967  and  processed  by: 
Bureau  of  Accounts: 

For  payment  out  of  the  fund. 19  1,  542. 63 

For  credit  in  appropriate  accounts 85  43,088. 13 

Without  payment  or  credit 2  330.18 

Bureau  of  the  Public  Debt: 
For  payment  out  of  the  fund: 

U.S.  savings  bonds  redemption  cases 106  56, 640.  62 

Armed  Forces  leave  bonds  redemption  cases 1  168.75 

Without  payment  or  credit,  U.S.  savings  bonds  redemption  cases 1  988. 91 


Total  claims  settled  through  June  30,  1967 7,977  9, 157,868.  60 

Unadjusted  as  of  June  30, 1967  1 82  136,624.51 

Total 8, 059  9, 294, 493. 11 

*  Includes  claims  in  process  of  adjustment  by  the  Bureau  of  the  Public  Debt. 
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Personnel 

Table   117. — Number  of  employees  in  the  departmental  and  field  services  of  the 
Treasury  Department  quarterly  from  June  SO,  1966,  to  June  SO,  1967  ' 


Organizational  unit 


Increase, 
or 
June  30,    Sept.  30,    Dec.  31,    Mar.  31,    June  30,    decrease 
1966  1966  1966  1967  1967  (-) 

since 

June  30, 

1966 


Offlceofthe  Secretary  2 860 

Comptroller  of  tlie  Currency,  Office  of  the..  1,727 

Customs,  Bureau  of 9,808 

Engraving  and  Printing,  Bureau  of 3,068 

Fiscal  Service: 

Accounts,  Bureau  of- 1,420 

Public  Debt,  Bureau  of  the 1,968 

Treasurer  of  the  United  States,  Office  of 

the.. - 999 

Internal  Revenue  Service 61,689 

Mint,  Bureau  of  the 2,129 

JvJarcotics,  Bureau  of. 454 

U.S.  Coast  Guard  < 5,504 

U.S.  Savings  Bonds  Division  541 

U.S.  Secret  Service 1,189 

Total  civilian  employees. 91,356 

Military  employees— U.S.  Coast  Guard  < 35, 289 

Grand  total.. 126,645 


845 

858 

839 

910 

50 

1,707 

1,686 

1,672 

1,808 

81 

9,667 

9,445 

9,205 

9,733 

-75 

2,964 

2,905 

2,994 

3,080 

12 

1,376 

1,421 

1,473 

1,542 

122 

1,908 

1,887 

1,894 

2,035 

67 

967 

955 

954 

979 

-20 

62, 231 

61,349 

3  74, 194 

65, 122 

3,433 

2,219 

2,217 

2,107 

2,072 

-57 

463 

462 

460 

478 

24 

5,540 

5,500 

5,733 

-5, 504 

536 

536 

532 

539 

-2 

1,183 

1,172 

1,173 

1,190 

1 

91,606 

90,393 

103, 230 

89,488 

-1,868 

35, 199 

35,242 

35, 545 

-35,289 

126,805      125,635      138,775        89,488      -37,157 


'  Actual  number  of  employees  on  the  last  day  of  the  month  and  any  intermittent  employees  who  worked 
at  any  time  during  the  month. 
-  Includes  Office  of  the  Assistant  Secretary  for  International  Affairs. 
5  Includes  seasonal  employees. 
<  Transferred  to  Department  of  Transportation,  Apr.  1, 1967. 
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Accounts,  Bureau  of,  administrative  report 82-7 

Administrative  management 57-60 

Adjusted  service  certificate  fund.  See  Public  debt:  Matured. 

Advisory  committees 410-32 

Armed  Forces  leave  bonds.  See  Public  debt:  Matured. 

Asian  Development  Bank 49-50,  323-6,  343-4 

Assistant  Secretary  of  the  Treasury  Davis: 

Remarlis  on  international  financial  affairs: 

March  1,  1967 364-8 

Assistant  Secretary  of  the  Treasury  Knowlton: 
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Assistant  Secretary  of  the  Treasury  Surrey: 
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March  9,  1967 304-07 

Tax  policy: 

April  29,  1967 307-13 

Tax  treatment  of  the  elderly: 
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Gold  and  dollar  movements 42 

International  liquidity 350-3,  360-4 

Measures  to  improve 356-8,  368-74 
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Bases  of  tables 435-7 
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1967  operations 17-19,  21,  22 

One  year  and  other: 

Allotments 628 

Issues  and  redemptions 550,  551,  556,  557 

Outstanding 506 

Press  releases 165-9 

Regular  monthly: 

Issues  and  redemptions 566-9 

Outstanding 515-17,568-9 

Regular  weekly : 

Issues  and  redemptions 550,  551,  556,  557,  566-9 

Outstanding 506,  515-18,  568-9 

Regulations,  amended  and  revised 175-6 

Summary,  1967  issues 170-4 

Tax  anticipation: 

Allotments 628 

Issues  and  redemptions 550,  551,  556,  557,  567,  568 

Outstanding 506 
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Bonds,  U.S.  Government  {see  also  Public  debt:  Debt  bearing  no  interest; 

Matured ;  Statutory  limit) :  Page 

Depositary 500,  528,  550,  551,  558,  559,  576 

Foreign  currency  series 506,  551,  560,  561,  573 

Foreign  series 506,  527,  560,  561,  572 

Investment  series 506,  52S,  560,  561,576 

Postal  savings  (matured).  See  Public  debt:  Matured. 

REA  Series 606,  528,  550,  551,  560,  561,  576 

Retirement  plan 506,  528,  550,  551,  576 

Savings : 

Payroll  savings  plan 141-2 

Regulations,  revised  and  amended 176-87,  190-2 

Sales,  redemptions,  and  outstanding 506, 

529-32,  552,  553,  560,  561,  574-5,  632-8 

States  sales  of  Series  E  and  H 639 

Treasury 506,  520-6,  550,  551,  556,  557,  558,  559,  570-1 

U.N.  Special  Fund 508,  556,  557,  562,  563,  593 

Budget: 

Administrative: 

Estimates 7-8 

Receipts  and  expenditures 4-6,  438,  450-61,  475-7,  481-4 

Refunds  of  receipts 448 

Surplus  or  deficit 3,  8,  438,  461,  477 

Concepts,  new XVII,  3,  7-8,  437 

Receipts  from  and  payments  to  the  public 488-9 


Cash  income  and  outgo.  See  Budget:  Receipts  from  and  payments  to  the 

public. 
Certificates   of  indebtedness,    U.S.    Government    (see   also   Public   debt: 
Matured;  Statutory  limit): 

Allotments 154,  629 

Circular 1 53-4 

Foreign  currency  series 506,   526-7,   550,   551,   558,   559,   572 

Foreign  series 506,  526,  550,  551,  558,  559,  571 

Regular  series 506,  518,  550,  551,  556,  557,  569 

Tax  anticipation  series  (matured)  and  tax  series  (matured). 
See  Public  debt:  Matured. 

Treasury.  _ 506,  529,  550,  551,  552,  553,  558,  559,  573-4 
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Administrative  budget  1957-67 4 

Changes  in  public  debt  holdings  by  investor  classes 16 
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Market  yields,  1961-67 13 
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Organization  of  the  Treasury  Department,  December  1,  1967 XV 

Ownership  of  the  Federal  debt,  June  30,  1 967 25 

Public  holdings  of  marketable  Treasury  and  Federal  agency  obliga- 
tions, 1963-67 15 

Circulars,  Department,  Numbers: 

5-66,    July   28,    1966,    Treasury    certificates    of   indebtedness,    Series 

A-1967 153-4 

2-67,  January  26,  1967,  Treasury  notes.  Series  A-1972 155-7 

6-67,  April  27,  1967,  Treasury  notes,  Series  B-1972 157-9 

Civil  Service  Commission: 

Employees  health  benefits  fund 666 

Employees'  life  insurance  fund 668 

Investments 659 

Retired  employees  health  benefits  fund 667 

Retirement  and  disability  fund 470,  662-4 

Clearing  account 438 

Coins: 

In  circulation,  issued,  outstanding,  and  stock 114-16,652-6 

Production  by  U.S.  mints 114 


INDEX  787 

Comptroller  of  the  Currency,  Office  of  the:  Page 

Administrative  report 61-4 

Advisory  committees 418-26 

Congressional  testimony  by  Treasury  officials,  other  than  that  reprinted 

herein 225,  278-9,  313,  399 

Convention  on  the  Settlement  of  Investment  Disputes.  See  World  Bank. 

Coombs  reports 374-91 

Corporation  income  taxes.  See  Taxation. 

Corporations  and  other  business-type  activities  of  the  U.S.  Government: 

Borrowing  authority 768 

Dividends,  interest,  etc.,  paid  to  Treasury 469,  779-80 

Loans  outstanding 775-8 

Participation  certificate  sales,  retirements,  and  outstanding 781-2 

Review  for  1967 8-9 

Securities : 

Held  by  the  Treasury 762-4,  769-72 

Held  outside  the  Treasury 439,  510,  544-5,  763-7 

Summary  statements  of  financial  condition 773-4 

Counterfeiting.  See  Investigative  activities:  U.S.  Secret  Service. 

Cumulative  sinking  fund.  See  Public  debt:  Retirements. 

Currency.  See  Money;  Paper  currency. 

Customs  (see  also  Enforcement) : 

Advisory  committees 414-15,  416,  417-18 

Appropriations  and  expenditures 500 

Bureau  of,  administrative  report 65-75 

Carriers  and  persons  entering  the  United  States 66-7,  730-1 

Collections  and  payments 66,  440,  442,  444,  446,  448,  450,  475,  498-9,  500 

Drawback  ti-ansactions 67,  729 

Imports 67,  68,  728 

Marine  activities 69 

Treasury  order  concerning 405 

D 

Debt  management.  See  Public  debt:  Management. 

Defense  lending 86 

Deposit  fund  accounts 466,  479,  485 

Depositaries  for  Government  (see  also  Tax  and  loan  accounts) 84,  94 

Deputy  Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Sternlight: 
Statement  on: 

Debt  management: 

November  18,  1966 273-8 

Director  of  Practice,  Office  of  the,  administrative  report 75-6 

District  of  Columbia: 

Armory  Board  stadium  bonds 510,  544 

Teachers'  retirement  and  annuity  fund 665 

Domestic  Gold  and  Silver  Operations,  Office  of,  administrative  report —     76-7 

E 

Electronic  data  processing.  See  Automatic  data  processing. 

Enforcement  activities  (see  also  Investigative  activities) : 

Customs,  Bureau  of 73-4,  732-3 

Internal  Revenue  Service 105-08 

Narcotics,  Bureau  of 122-4 

U.S.  Coast  Guard 134-5 

Engraving  and  Printing: 

Bureau  of,  administrative  report 77-81 

Deliveries  of  currency,  securities,  and  stamps 735 

Postage  stamps,  new  issues 734 

Estate  and  gift  taxes.  See  Taxation:  Estate  and  gift  taxes. 

Exchange  Stabilization  Fund: 

Agreements 42,  398,  749 

Financial  operations 660,  747-9 

Excise  taxes.  See  Taxation:  Excise  taxes. 
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Expenditures  (see  also  Budget;  Public  enterprise  funds;  Trust  and  other 

accounts) :  Page 

1789-1967 441,  443,  445,  447 

Administrative  budget 3,  6,  438,  451-61,  475-7 

Estimates 8 

Federal  aid  to  States  by  States  and  programs 696-727 

Interfund  transactions 445,  447,  470 

Major  functions,  expenditures  by 6,  481-4 

Policy XXI 

Export-Import  Bank  of  Washington 370,  392-3 

F 

Farm  Credit  Administration 274,  466,  468,  486,  511 

Federal  aid  to  States,  1967  payments 696-727 

Federal  Civil  Defense  Act  of  1950,  as  amended  (Secretary  of  Treasury), 

operations 86 

Federal  credit  programs,  policy 225-47,  260-5,  273-8 

Federal  debt 22-23,  24,  25,  505,  513-14 

Federal  Deposit  Insurance  Corporation 466,  486,  659 

Federal  disability  insurance  trust  fund 449,  470,  659,  669-70 

Federal  home  loan  banks 466,  468,  486,  511 

Federal  hospital  insurance  trust  fund 448,  470,  659,  671-2 

Federal  Housing  Administration 510,  544-5,  659,  661 

Federal  intermediate  credit  banks.  See  Farm  Credit  Administration. 
Federal  land  banks.  See  I'arm  Credit  Administration. 

Federal  National  Mortgage  Association 274,  468,  485,  511,  661 

Federal  old-age  and  survivors  insurance  trust  fund 449,  470,  659,  674-5 

Federal  Reserve: 
Banks: 

Deposits  of  earnings  to  Treasury 497 

Notes: 

Destruction  procedure 92-3,  95-6 

Outstanding 546 

System: 

Foreign  exchange  operations  with  Treasury 41-2,  374-91,  396-8 

Federal  Savings  and  Loan  Insurance  Corporation 659 

Federal-State  financial  relationships,  proposals 267-9,  270-3 

Federal  supplementary  medical  insurance  trust  fund 84,  470,  659,  673 

Federal  tax  deposit  system 11-12 

Financing,  Treasury.  See  Public  debt:  Management;  Operations. 

Fiscal  Service  administrative  reports 82-98 

Foreign  Assets  Control,  Office  of 98-9,401 

Foreign  Credit  Insurance  Association  (FCIA).  See  Export-Import  Bank. 
Foreign  currencies: 

Acquired  without  purchase  with  dollars 750-3 

Loans  by  U.S.  Government  agencies 775-8 

U.S.  holdings 740 

Foreign  currency  series  and  foreign  series  securities.  See  Specific  types  of 

securities. 
Foreign  exchange.  See  Federal  Reserve:  System:  Foreign  exchange  opera- 
tions. 

Foreign  service  retirement  and  disabihly  fund 470,  676 

"Freedom  Share."  See  Notes,  U.S.  Government:  Savings. 

G 

General  Agreement  on  TariflFs  and  Trade  (GATT) 51-2 

Gold: 

Foreign  and  international  holdings 42,  741 

Increment  from  reduction  in  weight  of  gold  dollar 502 

Percentage,  to  total  stock  of  money 654 

Policy XXVIII-XXIX 

Production,  use,  and  control 77,  119-20 

Transactions: 

International  monetary XXV,  383,  391,  738-9 

U.S.  mint  institutions 117-18 
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Government    corporations.    See    Corporations    and    other    business-type 

activities  of  the  U.S.  Government. 
Government  investment  accounts  (see  also  Specific  funds;  Trust  and  other 
accounts) :  Page 

Public  debt  and  agency  securities: 

Handled  by  the  Treasury 659-61 

Handled  by  the  agencies 661 

Government  life  insurance  fund.  See  Veterans'  Administration:  U.S.  Gov- 
ernment life  insurance  fund. 

Government  losses  in  shipment  revolving  fund 783 

Government-sponsored  enterprises.  See  Farm  Credit  Administration;  Fed- 
eral home  loan  banks;  Federal  Deposit  Insurance  Corporation. 

Government-wide  financial  management 10-12 

Group  of  Ten XXIX,  42-4,  313-16,  350,  356-8 

Guaranteed  securities.  See  Corporations  and  other  business-type  activi- 
ties of  the  U.S.  Government;  Federal  debt. 

H 
Highway  trust  fund 449,  659,  677-8 


Income  taxes.  See  Taxation:  Income  and  profits  taxes. 

Income  tax  surcharge.  See  Taxation:  Income  and  profits  taxes:  Surcharge 
recommendations. 

Indebtedness  of  foreign  governments  to  the  United  States,  status: 

World  War  I 85,  393,  754-5 

World  War  II 85,  392,  756-61 

Inter-American  Development  Bank 47-9,  337-43,  364-7 

Interest  equalization  tax.  >See  Taxation:  Excise  taxes. 

Interest  on  the  public  debt.  *See  Public  debt:  Interest. 

Interfund  transactions  excluded  from  net  budget  and  net  trust  receipts 

and  expenditures 444-7,  469,  470 

Intergovernmental  Maritime  Consultative  Organization  (IMCO) 132 

Internal  revenue  (see  also  Taxation) : 

Collections  and  refunds..  4-5,  103-04,  440,  442,  444,  446,  448,  450,  47.5,  490-7 
States'  collections  and  refunds 496-7 

Internal  Revenue  Service: 

Administrative  report 99- 112 

Advisory  committees 416,  418 

Internation  al  activities 108-09 

Treasury  order  concerning 406 

International  Bank  for   Reconstruction   and  Development   (IBRD).   See 
World  Bank. 

International  claims,  status  of 736-7 

International  conferences  and  meetings 42-4,  125,  132 

International  financial  and  monetary  affairs  (see  also  Balance  of  payments; 
Gold) : 

Advisory  Committee  on  International  Monetary  Arrangements.  44,  315,  415 
Foreign  and  international  holdings  of  gold,  dollars,  U.S.  Government 

securities,  and  other  reserves 741-2 

German  reserve  policy 396-b 

Policy  XXIV,  XXIX 

Review 39-53,  216-17,  313-99 

Semiannual  reporting  requirement  of  foreign  loans  and  credits __     52 

U.S.  international  investment  position 391,  738-9,  743-4 

U.S.  reserve  assets 740 

World  trade  and  monetary  reserves 356-9 

International  Monetary  Fund  (IMF) : 

Annual  review 45-6,  316-23 

General  Arrangements  to  Borrow  (GAB) 216,  315,  316 

Quota  system 216,  316 

Reserve  asset  creation  (proposals) 42-4,  217,  315-16,  321,  358-9 

Special  Drawing  Rights XXIX 

U.S.  drawings 45-6,381-2,390,391-2,394 

U.S.  reserve  position 740 

International  tax  matters 37-9,  108-09,  304-07 
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Investigative  activities:  Page 

Internal  Revenue  Service 111-12 

U.S.  Secret  Service 145-9 

Investments  of  Government  agencies  in  public  debt  and  agency  securi- 
ties    28,467,486,659-61 


Joint  Financial  Management  Improvement  Program 10,  82 

Judicial  survivors  annuity  fund 678 

K 

Kennedy  Round.  See  General  Agreement  on  Tariffs  and  Trade. 

L 

Lend-lease  and  surplus  property.  See  Indebtedness  of  foreign  governments 
to  the  United  States:  World  War  II. 

Letters  of  credit 11^  96-7 

Library  of  Congress  trust  funds . '    679 

M 

Management  improvement 57 

65-6,  78-9,  82,  87-9,  92-3,  ioO^Ol,  126-7,  143,  144 

Mint,  Bureau  of,  administrative  report 112-20 

Miscellaneous  receipts.  See  Receipts:  Miscellaneous. 

Money: 

Amounts  outstanding  and  in  circulation 652-3,  656,  658 

Location  of  gold,  silver,  and  coin  held  by  Treasury 657 

Per  capita,  in  circulation 653 

Stock,  by  kinds 654-5 

N 

Narcotic  and  marihuana  law  enforcement.   See  Enforcement  activities: 

Customs;  Narcotics. 
Narcotics,  Bureau  of: 

Administrative  report 120-6 

Treasury  order  concerning 402 

National   Advisory    Council   on   International    Monetary   and   Financial 

Policies 45,  52 

National  banks,  status 62-4 

Notes,  U.S.  Government  (see  also  Money;  Paper  currency): 

Allotments 162-4,  629 

Circulars 1 55-9 

Foreign  currency  series 506,  527,  550,  551,  572-3 

Foreign  series 506,  527,  551,  556,  557,  571 

Limitation,  statutory.  See  Public  debt:  Statutory  limit. 
Savings : 

Issues  and  redemptions 506,  529,  551,  561,  575 

Policy 14 

Regulations 187-92 

Special,  of  the  United  States: 

Inter- American  Development  Bank  series 508,  562,  563 

International    Monetary    Fund    series,    including    nternational 

Development  Association  series 508,  562,  563 

Summary,  1967  issues __   160-1 

Tax  and  savings  (matured).  See  Public  debt:  Matured. 

Treasury 506,  518-19,  550,  551,  556,  557,  569-70 

O 

Officials,  administi-ative  and  staff  of  the  Treasury  Depiartmenit XII-XIV 

Orders,    Treasury    Department 400-09 

Organization  t-hai-t  of  the  Treasury  Department,  December  1,  1967 XV 

Organization  for  Economic  Cooperation  and  Development  (OEGD)___  39,  50-1 
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P 
Paper  currency:  "Page 

Issued  and  redeemed 658 

Issuing  and  redeeming  procedures 95-6 

Outstanding  and  in  circulation 652-3,  656,  658 

Stock 654 

Participation  certificates  (see  also  Specific  trust  funds) : 

Policy 14,225-7 

Public  holdings 15 

Transactions 7,  228,  468,  479,  480,  486,  781-2 

Participation  Sales  Act  of  1966: 

Secretary  of  the  Treasury's  Report  to  Congress,  pursuant  to 229-47 

Pershing  Hall  Memorial  fund 660,  682 

Philippine  Republic,  pre-1934  bond  account 683 

Postal  savings  systems 546 

Post  Office  Department  revenues,  expenditures,  and  surplus  or  deficit — 472,  501 
President  Johnson: 

September  8,  1966,  anti-inflationary  program XX, 

29,  197-201,  225-6,  279-86 
September  9,  1966,  Memorandum  to  heads  of  Departments  and  Federal 

lending  institutions 226-7 

Public  debt  (see  also  Specific  types  of  securities) : 

Bureau  of  the,  administrative  report 87-91 

Circulars 153-9 

Debt  bearing  no  interest 503-04,  508,  541-2,  592-3 

Financing     operations,     summaries 16-24,  160-4,  170-4 

Increases  and  decreases 438,  565 

Interest 13,  441,  443,  445,  447,  459,  476,  484,  640-3 

Investments  by  Government  agencies  and  trust  funds 467 

Issues,  maturities,  redemptions,  and  transfers 550-64,  566-627 

Legislation 192-3 

Management: 

Advance  refunding XXIV,  16,   17,  20,  21,  22 

Advisory  committees 203,  410-14 

Policy XXII-XXIV,    193-7,    203-09,    213,    225-79 

Review 12-24 

Matured  debt  outstanding 503-04,  508,  541,  581-92 

Offerings 21 

Operations 16-24,550-631 

Outstanding 439,  503-47,  640 

Ownership 15-16,  24-8,  647-9 

Per  capita  gross  debt 503-04,  505 

Press  releases 165-9 

Prices  and  yields 644-6 

Public  issues: 

Marketable  securities: 

Allotments  by  investor  classes 628-9 

Issues  and  redemptions 594-627 

Maturity  distribution  and  average  length 13-14,  512 

Outstanding 506,515-26 

Nonmarketable  securities 506,  526-32,  594-627 

Regulations,  amended  and  revised 175-92 

Retirements : 

Cumulative  sinking  fund,  1921-67 631 

Statutory,  1918-67 . 630 

Special  issues  to  Government  investment  accounts: 

Issues  and  redemptions 23,  554-5,  562-3,  576-80 

Outstanding 506-08,  532-40,576-80 

Statutory  limit: 

Amounts  subject  to 260,  439,  514,  547 

Legislative  history  1917-67 548-9 

Recommendations  1967 247-60 

Public  enterprise  revolving  funds: 

Government  agency  securities,  market  transactions  (net) 468,  487 

Investments 467 

Receipts  and  expenditures 471-3 
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Page 

Radio  Frcqiicucy  ]Mau;ig(;iueut,  Office  of 40.')  06 

I'mlroiid  rolireineut  accounts 449,  470.  651),  684  7 

Receipts    (see   also    Budget;    Public    enter])rise   funds;    Trust   and    other 
accounts) : 

17S9-1967 440,  442,  444,  446 

Administrative  budget 4-6,  438,  450-1,  475,  4S1 

Estimates 8 

luterfund  transactions 444,  446,  451,  475 

Miscellaneous 6,  450,  475,  481 

Refunds  and  transfers 444,  446,  448-9,  450 

Sources,  receipts  by 481 

Receipts  from  and  payments  to  the  public.  See  Budget:  Receipts  from  and 
payments  to  the  ))ublic. 

Reconstruction  Finance  Corporation  (RFC)  (in  liquidation) 86 

Reserve     assets.     See     International     financial     and     monetary     affairs: 
U.S.  reserve  assets;  International  Monetary  Fund:  Reserve  asset  creation 
(proposals) . 
Retailers  excise  taxes.  See  Taxation:  Excise  taxes. 


Secretaries,  Under  Secretaries,  General  Counsels,  Assistant  Secretaries, 
Special  Assistants  to  the  Secretary  (for  Enforcement),  and  Deputy 
Under  Secretaries  for  Monetary  Affairs  of  the  Treasury  Department, 

January  20,  1965-December  31,  1967 XI 

Secretary  of  the  Treasury  Fowler: 

Advisory  committees 410-17 

Memorandum  to  the  President  on  the  current  status  of  the  economy: 

October  16,  1966 201-03 

Remarks  and  statements  on: 
Debt  limit: 

February  15,  1967 247-51 

Mav  15,  1967 251-3 

June  23,  1967 253-60 

Fiscal  and  economic  policy: 

July  12,  1966 193-6 

August  2,  1966 196-7 

September  21,  1966 197-201 

November  18,  1966 203-09 

February  6,  1967 210-25 

International  financial  and  monetary  affairs: 

August  1,  1966 ' 313-15 

September  28,  1966 316-22 

September29,  1966 323 

November  2.5,  1966 323-6 

December  13,  1966 326-7 

March  17,  1967 327-37 

April  24,  1967 337-9 

May  3,  1967 390-3 

Investment  credit  and  accelerated  depreciation: 

September  12,  1966 279-86 

March  20,  1967 286-9 

March  21,  1967 290-1 

Tax  policy: 

April  10,  1967 291-9 

Report  to  the  Congress  on  Federal  Credit  Programs,  November  24, 

1966 229-47 

Seigniorage 118,  5Q2 

Silver  (see  also  Coins;  Money;  Seigniorage): 

Bullion  transactions 94,  117-18 

Legislation 400 

Market  sales 77 

Production,  use,  and  sources 119-20 
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Page 

Social  security  recommendations,  fiscal  1967 33 

State,  local,  and  territorial  governments: 

Customs  collections  and  payments  by  regions  and  districts 498-9 

Federal  aid  by  States  and  programs 696-727 

Government  security  holdings 647-9 

Internal  revenue  collections  and  refunds  by  States 496-7 

National  banks  and  banking  offices  by  States 63 

Proposed  financial  transactions  with  Federal  Government 244-7, 

267-9,  270-3 

Sales  of  Series  E  and  H  savings  bonds  by  States 639 

Unemployment  trust  fund,  balances  by  States 693-4 

Surplus,  or  deficit,  U.S.  Government: 

1789-1967 441,443,445,447 


Tax  and  loan  accounts,  Treasury  balances 650,  651 

Taxation : 

Aged,  tax  treatment  of 32-3,  299-302,  310-11 

Developments  1967 28-39,  279-313 

Employment  taxes 490,  496 

Estate  and  gift  taxes 5,  490,  496 

Excise  taxes: 

1967  recommendations  and  legislation 33-4 

Interest  equalization  tax 38,  40-1,  394-6 

Receipts  and  refunds 5,  491-4 

User  charges 33-4 

Foreign  Investors  Tax  Act 35-6,  37-8 

Income  and  profits  taxes: 

1967-68  recommendations  and  legislation 31,  35-6,  37-8 

Corporation 5,  490,  496 

Individual 5,  490,  496 

Surcharge  recommendations XXI-XXII,    31,    212 

International  tax  matters 37-9,  108-09,  304-07 

Investment  credit  and  accelerated  depreciation XX-XXI,  29-31,  279-91 

Pension  Plans,  Committee  on 416 

Policy XX-XXII,  307-13 

Treasurer  of  the  United  States: 

Account  of  the 9-10,  93-4,  439,  565,  650-1 

Office  of  the,  administrative  report 92-8 

Securities  held  in  custody 98 

Treasury,  Department  of  the: 

Circulars,  Department.  See  Circulars,  Department. 

Consultative  Committee  of  the  Business  Council 417 

Employees,  number,  quarterly,  June  30,  1966  to  1967 784 

Foreign  loan  reporting  requirement 52-3 

Management  improvement  program.  See  Management  improvement. 

Officials,  administrative  and  staff,  December  31,  1967 XII-XIV 

Organization  and  procedure  orders 400-09 

Organization  chart XV 

Secretaries,  Under  Secretaries,  General  Counsels,  Assistant  Secretaries, 
Special  Assistants  to  the  Secretary  (for  Enforcement),  and  Deputy 
Under  Secretaries  for  Monetary  Affairs,  January  20,  1965-December 

31,  1967 XI 

Security  program 60,  148,  407-09 

Trust  and  other  accounts  (see  also  Specific  funds) : 

Government  agency  securities,  market  transactions  (net) 479,  487 

Interfund  transactions 464,  466,  470,  478,  479 

Investments  in  public  debt  and  agency  securities 467,  659-61 

Participation  certificate  purchases 468 

Receipts  and  expenditures 6-7,  438,  462-6,  478-80,  485-7 

Refunds  of  receipts  and  transfers  to 444,  446,  448-9,  450 

Trust  enterprise  revolving  funds: 

Government  agency  securities,  market  transactions  (net) 468,  487 

Receipts  and  expenditures 474 
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U.S.  balance  of  payments.  See  Balance  of  payments. 

U.S.  Coast  Guard:  Page 

Administrative  report 126-41 

Advisory  committees 426-32 

Treasury  orders  concerning 401-02,  403-05 

U.S.  Government  corporations.  See  Corporations  and  other  business-tyj^e 

activities  of  tlie  U.S.  Government. 
U.S.  savings  bonds.  See  Bonds,  U.S.  Government:  Savings. 

U.S.  Savings  Bonds  Division,  administrative  report 141-4 

U.S.  savings  notes.  See  Notes,  U.S.  Government:  Savings. 

U.S.  Secret  Service,  administrative  report 144-9 

Under  Secretary  of  the  Treasury  Barr: 
Remarks  and  statements  on: 

Financial  management  of  Federal  credit  programs: 

October  6,  1966 260-5 

Financing  a  college  education: 

February  4,  1967 265-9 

June  18,  1967 269-73 

International  financial  and  monetary  affairs: 

August  16,  1966 343-4 

April  20,  1967 344-9 

Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Deming: 
Remarks  on: 

International  monetary  affairs: 

July  14,  1966 350-3 

October  31,  1966 353-60 

Decembers,  1966 360-4 

Unemployment  trust  fund 449,  470,  659,  688-94 

V 
Veterans'  Administration: 

Investments 660 

National  service  life  insurance  fund 660,  680-1 

Reopened  insurance  fund 660 

Special  term  insurance  fund 660 

U.S.  Government  life  insurance  fund 660,  695 

W 
World  Bank: 

Annual  review 46-9,  323 

Convention  on  the  Settlement  of  Investment  Disputes 47 

Financial  transactions 46-7 

International  Development  Association  (IDA),  affiliate  of 46,  47 

International  Finance  Corporation  (IFC),  affiliate  of 46 

Inter- American  Development  Bank.  See  Inter- American  Development 
Bank. 
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